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Expanding Medicaid under the Affordable Care Act: 
Where do States Stand Today? 


Prepared by the Harvard Law School Center for Health Law & 
Policy Innovation 


 
In the wake of the Supreme Court’s ruling to significantly limit the enforcement 
mechanism for the Patient Protection and Affordable Care Act’s (ACA) Medicaid 
expansion, state governors and legislators are weighing the costs and benefits of 
expanding eligibility.1


 


  To date, several state officials have expressed their strong support 
for expanding Medicaid eligibility pursuant to the law; eager to take advantage of the 
billions of federal health care funding that will accompany it.  Others have expressed 
reservations largely relating to their concerns with financial implications of expansion, 
and a number of governors have declared outright opposition to the provision.   


This analysis is designed to provide advocates with the facts they need to educate law 
makers about the expansion – namely its implications for individual and public health as 
well as fiscal solvency.  Because states are in the early stages of processing the Court’s 
decision, it also provides a snapshot of the current policy stance of each state governor, to 
assess the vantage point from which the law is being received.   
 
We encourage policymakers to consider the issues discussed below to make an informed 
decision regarding implementation.  As states battle budget deficits, it is critical that 
policy makers understand and consider the benefits that Medicaid expansion offers in 
terms of both improving individual and public health outcomes and of realizing 
substantial net state savings in the coming years.   
 
Medicaid & Individual and Public Health 
 


• Chronic Disease – Access to preventive and regular care reduces morbidity and 
mortality of chronic illness.  Not only can screenings and precautionary steps 
often prevent onset of disease (e.g., breast cancer, diabetes, and cardiovascular 
disease) but early diagnosis and treatment can also significantly reduce the 
severity of prognosis and increase chances of leading a healthy and productive 
life.  
 


• Infectious Disease – The public health benefits of expanded Medicaid translate 
directly to the safety and security of all individuals.  Access to care reduces the 
spread of disease by providing a cure or reducing infectiousness.  For example, 
continuous and comprehensive treatment of HIV not only improves the health of 
the individual, but also has been shown to reduce the likelihood of transmitting 
the virus by 96%.2


 
   


• Disparities – Health disparities (health differences closely linked to social or 
economic disadvantages) are rampant across the United States, but particularly in 
states with restrictive Medicaid eligibility standards.  For example, low-income 
individuals have higher rates of heart disease and diabetes and consistently shorter 
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life expectancies than their wealthier counterparts.3  African-Americans with 
breast cancer, cardiovascular disease, or even pregnancy experience poorer 
outcomes than whites with the same condition.3  Finally, there are tremendous 
disparities in rates of HIV/AIDS across the nation; southern states (particularly 
Alabama, Florida, Georgia, Louisiana, Mississippi, North and South Carolina, 
Tennessee, and Texas) have the highest rates of both new infections and existing 
cases, as well as the worst outcomes in terms of HIV related complications and 
deaths.4


 


  One of several reasons for this tremendous disparity is that these states 
currently have highly restrictive Medicaid eligibility, leaving most low-income 
individuals without access to treatment (and thus more likely to transmit the virus 
as well as experience deteriorating health).   


Reducing health disparities, and eventually achieving health equity, has been a 
federal goal since the turn of the century.5,6,7


    


  It is part of the ACA’s design, 
particularly reflected in the expansion of Medicaid and the creation of widely 
available subsidized private insurance.  Access to health insurance is a 
fundamental determinant of health outcomes (e.g., Medicare has reduced 
disparities among the elderly by providing individuals with similar coverage 
regardless of income or ethnicity).  


Medicaid & Fiscal Stability  
 


• Hospital Solvency – The ACA incrementally reduces federal payments to 
hospitals (known as disproportionate share hospital funds), anticipating that 
increased access to both Medicaid and private insurance will reduce the amount of 
uncompensated care that hospitals provide (as hospitals are required by law to 
stabilize any patient in need, regardless of ability to pay).8  Thus, hospitals in 
states with limited Medicaid coverage will face severe deficits as they continue to 
treat a high volume of uninsured patients.  Without federal reimbursements for 
this care, hospitals will largely pass all of this cost onto covered private insurance 
patients, inflating premiums in states without an expanded Medicaid program.  
Worse still, some small hospitals (e.g., in rural areas) will not be able to offset 
these costs, and may be forced to close, leaving entire communities without 
access to care (not to mention eliminating hundreds of jobs).9


 
   


• Federal Funding – State officials expressing concerns with the Medicaid 
expansion point to state budget deficits as a reason not to fully implement the 
ACA.  However, federal dollars will pay for 90-100% of the cost of covering 
newly eligibles (state residents with income up to 133% FPL who are not 
currently eligible for Medicaid).10  States that take up the Medicaid expansion 
will not incur more than 10% of the cost of covering these new beneficiaries, and 
will enjoy the added benefit of federal money that creates jobs and increases 
consumer spending, thereby spurring local economies (the “multiplier effect” of 
federal funds).11  It is important for legislators to consider the net fiscal effect of 
expanding Medicaid, rather than merely the isolated cost of covering new 
beneficiaries.  Moreover, residents of states that do not expand will ultimately 
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subsidize the cost of coverage in states that do, via federal taxation.  Voters will 
be particularly attuned to this point. 


 
• Net State Savings – The cost of the state share of newly eligibles (10%) will be 


offset by the savings realized in reduced spending on uncompensated care.  Not 
only will the cost of “free” (tax-payer funded) emergency care to the uninsured 
fall drastically with nearly universal coverage, but the overall cost of treatment 
will decline as well, as patients benefit from preventive services.  Indeed, 
implementation of the Medicaid expansion will result in projected net savings 
between $12-19 billion in the first five years of expanding coverage.12


 


  Even as 
states assume 10% of the cost of coverage, net savings remain positive, 
particularly in states that currently have restrictive Medicaid eligibility 
standards.12 


Conclusion 
 
There is strong empirical evidence that “opting out” of expansion will have many 
negative implications by any measure, not only for individual and public health 
outcomes, but also for state fiscal stability.  In other words, expanding Medicaid to 
residents with income up to 133% FPL is in every state’s interest.  While political battles 
loom large in the coming months, states will benefit from analyzing the actual costs and 
benefits of the Medicaid expansion and making an informed decision that best serves 
states’ residents at large. 
 
Snapshot: Where Do States Stand? 
 
Reactions to the Supreme Court’s ruling on the ACA have been varied and are in flux, 
suggesting that education is crucial at this time, as legislators attempt to understand the 
implications of the law in each state.  As of July 18, 2012, state governors had made 
public statements implying the following stances on expanding Medicaid pursuant to the 
ACA: 
 


• 13 committed 
• 7 seemingly supportive 
• 13 seemingly opposed 
• 5 opposed 
• 12 undecided 


 
These initial reactions to the Court ruling on the ACA’s Medicaid provision reflect the 
temperature of the political climate, but not necessarily which course of action a given 
state will ultimately take.  For example, several governors have expressed ideological 
opposition to the expansion but concede that it may be politically untenable to forgo such 
a large influx of federal financial support (e.g., Gov. LePage (R, ME) and Gov. 
McDonnell (R, VA and president of the Republican Governors Association) both 
disapprove of the law, but recognize that Medicaid expansion may be inevitable).13,14  







4 
 


Other governors are outnumbered by state representatives and senators of differing party 
affiliations; their views are not necessarily reflective of future legislation.  
 
Figure 1 provides a state-by-state snapshot of stances on expanding Medicaid, and 
appendix A lists governors by stance, referencing sound bites that reflect their respective 
positions in the wake of the Court’s ruling.  Contention exists in many states where 
legislatures, governors, and attorneys general disagree about the implications of 
implementing the ACA’s Medicaid expansion.  Advocacy in these states may be of 
particular consequence: emphasizing the benefits of the law - not only for individual and 
public health, but also for a state’s economy.   
 
Questions may be directed to Katherine Record, krecord@law.harvard.edu. 
 
 


 
Figure 1. Snapshot of State Stances on Expanding Medicaid, July 18, 2012 
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Appendix A: State Governors on Expanding Medicaid, July 18, 2012 
 
Committed 
 
California (Gov. Brown, D) Court’s ruling “removes the last roadblock to fulfilling President Obama’s historic plan to bring health care to 


millions of uninsured citizens”15 
Colorado (Gov. Hickenlooper, D) “The Court’s decision simply keeps Colorado on the path toward reform we’ve been on since the Affordable Care 


Act became law.”16 
Connecticut (Gov. Malloy, D) Judicial validation of the law “demonstrates that the nation will do the right thing in ensuring accessible, 


affordable health care for all Americans.”17 
Hawaii (Gov. Abercrombie, D) “Here in Hawai’i, we already have our Prepaid Health Care Act, which enables a vast majority of our 


residents to be insured.  The U.S. Supreme Court’s decision supports President Obama’s initiative to 
make healthcare availability a national policy.”18 


Illinois (Gov. Quinn, D) ACA ruling marks “a great day for health care in America and a great day for health care in Illinois”19 
Massachusetts (Gov. Patrick, D) “Each and every one of the list of horrors Governor Romney now says will happen in America because of 


Obamacare did not happen in Massachusetts because of Romneycare.”20 
Minnesota (Gov. Dayton, D) Implementation of the ACA will “improve the quality and lower the cost of care”21 
Maryland (Gov. O’Malley, D) The ACA is “good for businesses” and will give the state “an economic competitive advantage over other states 


that decide to put their head in the sand.”22 
New York (Gov. Cuomo, D) “We look forward to continuing to work together with the Obama administration to ensure accessible, quality care 


for all New Yorkers.”23 
Oregon (Gov. Kitzhaber, D) The ACA “will help all Oregonians, including the 600,000 Oregonians who are uninsured, have better access to 


health coverage. … [and] will transform Medicaid for better health and lower cost.”24 
Rhode Island (Gov. Chaffee, I) Implementation in the Rhode Island has “been moving ahead … with lights flashing, pedal to the metal, horn 


blaring on this initiative”25 
Vermont (Gov. Shumlin, D) “We’ll be the first state in the country where health care is a right and not a privilege.”26 
Washington (Gov. Gregoire, D) “[W]e have worked tirelessly to implement [the ACA] … with my firm belief that it was constitutional”27 
 
Seemingly supportive 
 
Alaska (Gov. Parnell, R) “I do not intend to saddle the state’s residents with the costs of that if I can allow the federal government to cover 


the cost for our citizens.”28 
Arkansas (Gov. Beebe, D) “I will be guided, first and foremost, by the fact that before I turn my back on the 200,000 to 250,000 Arkansans 


who don’t currently have health-care coverage, it would take a pretty dang strong argument for me to say no to 
those people.”29 


Delaware (Gov. Markell, D) “It provides some significant clarity that we ought to be moving ahead and we have been moving ahead.”30 
New Hampshire (Gov. Lynch, D)  "Creating greater access to affordable health care is a goal we should all be working together to achieve, and that 


is what I will continue to do."31 
New Mexico (Gov. Martinez, R) “I still have to look at the opinion … to see … what’s best for New Mexico.  What I think is important is that we 
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provide the system that is available to those that are most in need.”32 
North Carolina (Gov. Perdue, D) “I am committed to continuing to move forward, and to keep fighting to ensure that all North Carolinians have 


affordable reliable health coverage that they can count on.”33 
West Virginia (Gov. Tomblin, D) “We all know health care costs continue to rise and our health care system must be more efficient.  We’re going to 


review the Supreme Court’s ruling, and work with our federal delegation on how we move forward.”34 
 
Seemingly opposed 
 
Alabama (Gov. Bentley, R) “The ACA is the single worst piece of legislation to come out of Congress. … Market-based solutions are the best 


solutions to giving the public the most affordable options.”35 
Georgia (Gov. Deal, D) “We are probably just going to be in a holding pattern until … we see what the events of November bring us”36 
Idaho (Gov. Otter, R) “[W]e must elect a new president and congressional candidates who will repeal Obamacare and protect our 


freedom to maintain the architects of our own destiny.”37 
Indiana (Gov. Daniels, R) “If it’s optional as I’m advised that it is, that’ll be a decision for future legislators … It’s a $2 billion plus cost to 


do what the federal government tried to order Indiana to do.  So that’s a big decision.”38 
Iowa (Gov. Branstad, R) ACA decision will result in “a future of higher costs, higher taxes, and increasing debt for Iowans.”39 
Kansas (Gov. Brownback, R) “I’m going to wait to see what’s going to happen in the fall election before we move forward.”40 
Maine (Gov. LePage, R) The Court did not “tell the president or us, the states, what we have to do. … We owe the hospitals $500 million; 


we can’t be expanding when we can’t pay our bills.”41 
Nebraska (Gov. Heineman, R) “[I]f this unfunded Medicaid expansion is implemented, state aid to education and funding for the University of 


Nebraska will be cut or taxes will be increased.”42 
Nevada (Gov. Sandoval, R) “The implications for Medicaid costs are still unclear, but Nevada will prepare to meet the serious financial 


implications of this decision.”43 
North Dakota (Gov. Dalrymple, R)  “The health care plan is wrong for North Dakota. Our citizens want the freedom to make their own decisions 


about their health-care coverage … I call on Congress to enact meaningful reforms that reflect the wishes of the 
American people.”44 


Utah (Gov. Herbert, R) The ACA “results in burdensome regulation, higher costs and a massive, budget-busting Medicaid expansion."45 
Virginia (Gov. McDonnell, R) “The only way to stop Barack Obama’s budget-busting healthcare takeover is by electing a new president”46 
Wisconsin (Gov. Walker, R) “There’s no way we’re going to do anything between now and the elections anyway on this topic.”47 
 
Opposed 
 
Florida (Gov. Scott, R) “We’re not going to implement [Medicaid].”48 
Louisiana (Gov. Jindal, R) “We’re not expanding Medicaid.”48 
Mississippi (Gov. Bryant, R) “I have a lawsuit still pending that we hope will make its way to the Supreme Court on the privacy ruling that I 


believe the federal government’s invading my privacy [by enacting the ACA]”49 
South Carolina (Gov. Haley, R) The ACA is “a broken system that further ties our hands … the best way to find South Carolina solutions for 


South Carolina health problems is through the flexibility that block grants provide”42 
Texas (Gov. Perry, R) “‘Obamacare’ is bad for the economy, bad for health care, bad for freedom.”50 
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Undecided 
 
Arizona (Gov. Brewer, R) “There’s a lot of unanswered questions that we need guidance … on how the voluntary expansion would be 


implemented if we choose to do that.”51 
Kentucky (Gov. Beshear, D) “We continue to review … the Medicaid portion of the Affordable Care Act to determine what our options may 


be.”52 
Michigan (Gov. Snyder, R) The administration will examine the cost of expansion to determine the “best course of action.”53 
Missouri (Gov. Nixon, D) “Both the law is complicated and the opinion is complicated.  There are a myriad of issues, and ultimately our goal 


is to make sure that Missourians have access to affordable health insurance while continuing to keep our fiscal 
house in order.  And that will guide us through it.”54 


Montana (Gov. Schweitzer, D) No comment 
New Jersey (Gov. Christie, R) "We're going to consider both of those options”48  
Ohio – John Kasich (R) 
 


"Unfortunately, it is going to force us to go back and look inside the Medicaid program at the benefits we provide 
… I don't want to raid all of these other programs to pay for it, but this is a work in progress right now."55 


Oklahoma (Gov. Fallin, R) “At this point in time, we really don't know what this means to the state of Oklahoma.”56 
Pennsylvania (Gov. Corbett, R) “My administration will do all we can to ensure the negative impact of this law affects the lives of Pennsylvanians 


as little as possible”57 
South Dakota (Gov. Daugaard, R) 
 


The state will "make an informed decision that minimizes the damage this law could do to South Dakota's health 
care and insurance industries."58 


Tennessee (Gov. Haslam, R) “We will review the entire Supreme Court’s opinion to fully understand its impact on the State of Tennessee.”59 
Wyoming (Gov. Mead, R) “Concerning the direction Wyoming will take, it is appropriate to study the opinion, meet with health-care experts, 


citizens and the legislature before making further decisions."60 
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21st Century Health Care Options for the States 
 


By Chris Jacobs 


 


Across the country, state legislatures are 


considering whether or not to expand their 


existing Medicaid programs.  Last year’s 


Supreme Court ruling struck down the 


mandatory nature of Obamacare’s expansion of 


Medicaid to all families with incomes up to 


approximately $30,000 a year.  Chief Justice 


Roberts’ June 2012 opinion stated that the 


health law as originally written engaged in 


“economic dragooning that leaves the states 


with no real option but to acquiesce in the 


Medicaid expansion.”
1
  The Court’s opinion 


gave states a choice whether or not to expand 


their Medicaid programs to approximately 20 


million new individuals,
2
 a decision which 


states are weighing during their current 


legislative sessions. 


 


The reasons why states should NOT participate 


in Obamacare’s Medicaid expansion are well-


documented
3
: Medicaid patients have worse 


health outcomes than patients with other forms 


of insurance, and in many cases worse health 


outcomes than the uninsured;
4
 Medicaid 


beneficiaries often face difficulty finding 


doctors who will treat them;
5
 and by increasing 


federal spending funded by massive tax 


increases, a Medicaid expansion will destroy 


jobs rather than create them.
6
 


 


Less well known, however, are the innovative 


programs states have utilized over the past 


several years to modernize and enhance their 


health sectors, expanding coverage and 


improving quality of care while lowering costs.  


Rather than utilizing Obamacare’s top-down, 


government-centric approach of putting more 


people into a broken Medicaid program, these 


policy solutions seek to transform Medicaid 


using market incentives to create a health 


system that works for patients. 


 


Recently the Centers for Medicare and 


Medicaid Services (CMS) issued a bulletin 


providing clear evidence that the Obama 


administration views Medicaid expansion as an 


all-or-nothing proposition.
7
  The 


Administration apparently hopes that pressure 


from hospitals and special interests will force 


state legislators to approve Obamacare’s 


massive Medicaid expansion.  However, as 


Chief Justice Roberts indicated in his opinion 


last June, states now have a real choice.  Based 


on the examples presented below, states should 


choose innovative, market-driven solutions, 


rather than Obamacare’s bureaucratic approach. 


 


Rhode Island 
 


States seeking to improve their health care 


system should closely examine Rhode Island’s 


successful global compact waiver for its 


Medicaid program.  The waiver, negotiated by 


then-Gov. Don Carcieri and approved by CMS 


in January 2009, attempts to reduce expenses 


by giving the state the flexibility to improve the 
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quality of care.  The Rhode Island waiver 


focuses on promoting home-and-community-


based services as a more affordable (and more 


desirable) alternative to nursing homes, on 


improving access to primary care through 


managed care enrollment, and on other similar 


methods to provide quality care at better 


cost.  In December 2011, the non-partisan 


Lewin Group released an analysis of the Rhode 


Island global compact waiver.
8
  The Lewin 


report provides demonstrable examples of the 


waiver’s policy success, saving money while 


simultaneously improving care: 


 


 Shifting nursing home services into the 
community saved $35.7 million during 


the three-year study period 


 More accurate rate setting in nursing 


homes saved an additional $15 million 


in Fiscal Year 2010 alone 


 Better care management for adults with 


disabilities and special needs children 


saved between $4.5 and $11.9 million, 


and 


 Enrollment in managed care 
significantly increased the access of 


adults with disabilities to physician 


services. 


 


Lewin’s conclusion:  


 


The GW [Global Waiver] initiatives and 


budget actions taken by Rhode Island 


had a positive impact on controlling 


Medicaid expenditures.  The actions 


taken to re-balance the [Long Term 


Care] system appear to have generated 


significant savings according to our 


estimates.   The mandatory enrollment 


of disabled members in care 


management program reduced 


expenditures for this population 


while at the same time generally 


resulting in improved access to 


physician services.  Continuing the 


GW initiatives already undertaken by 


the state and implementing the 


additional initiatives included in the 


[Global Waiver] will result in 


significant savings for the Rhode Island 


Medicaid program in future years.
9
 


 


All this progress comes despite the Obama 


administration’s efforts, not because of 


them.  Pages 14-15 of the Lewin report note 


that maintenance of effort mandates imposed in 


Obamacare and the “stimulus” prevented 


Rhode Island from imposing modest premiums 


on some beneficiaries, even though the 


approved waiver was supposed to give the state 


that flexibility.
10


 


 


Despite the ways in which the Obama 


administration’s bureaucratic requirements 


interfered with Rhode Island’s ability to 


implement its global waiver fully, the state 


achieved measurable progress in reducing costs 


while improving care – providing a clear 


example that other states can emulate. 


 


Indiana 
 


The Hoosier State’s Healthy Indiana Plan 


(HIP), created in 2008, applied the principles of 


personal responsibility, consumer-driven health 


plans, and Health Savings Accounts in its 


expansion of coverage to low-income 


populations.  Initiated as part of a Medicaid 


demonstration waiver, the program requires 


individuals to make contributions to a Personal 


Wellness and Responsibility (POWER) 


account.  No beneficiary pays more than 5% of 


their income, and the state supplements 


individual contributions so that all participants 


will have $1,100 in their accounts to pay for 


routine expenses. 


 


Healthy Indiana promotes personal 


responsibility in several ways.  First, the 


required beneficiary contributions to the 


POWER account ensure that all participants 


have an incentive to take greater responsibility 


for their own health and health spending.  


Second, the program promotes preventive care 


by providing an additional $500 to fund 


important preventive screenings.  Moreover, 
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only those beneficiaries who participate in a 


series of annual screenings may roll over 


unused POWER account funds from year to 


year.  Third, Healthy Indiana assesses co-


payments for non-urgent visits to the 


emergency room, attempting to reverse a trend 


of high ER usage by Medicaid beneficiaries 


prevalent nationwide.
11


 


 


Overall, Healthy Indiana has achieved many of 


its policy goals.  Despite the modest incomes of 


beneficiaries enrolled in the program – all of 


whom must have incomes below 200% of the 


federal poverty level, or about $31,000 for a 


couple in 2013 – nearly four in five contributed 


to their POWER account.
12


  Nine in ten 


participants have at least one physician visit in 


their first year of enrollment, demonstrating 


that the HIP deductible does not hinder patients 


from obtaining needed care.
13


  And an analysis 


by the consulting firm Milliman found that 


parents in Healthy Indiana “seek preventive 


care more frequently than comparable 


commercial populations.”
14


 


 


Healthy Indiana has not only proved successful 


– it’s been popular as well.  Only about one-


quarter of participants ever enrolled in the 


program during its first two years left the 


program, “a retention rate much higher than the 


rate for adults in Indiana’s regular Medicaid 


managed care program.”
15


  Approximately 70% 


of beneficiaries considered the required 


POWER account contributions just the right 


amount, and 94% of members report being 


satisfied or highly satisfied with their 


coverage.
16


 


 


A 2011 policy brief by Mathematica Policy 


Research commented on the program’s 


successes: 


 


HIP has successfully expanded 


coverage for the uninsured, while 


giving enrolled members an important 


financial stake in the cost of their health 


care and incentives for value-based 


decision making.  Early implementation 


suggests that members value HIP 


benefits and that at least some low-


income, uninsured adults are willing 


and able to contribute toward the cost 


of their care.
17


 


 


Just as important, the program’s increase in 


preventive care, and decrease in emergency 


room usage, have achieved measurable savings. 


Milliman reports that HIP exceeded its targets 


for budget neutrality, spending nearly $1 billion 


less than its original spending cap in its first 


five years.
18


 


 


In the past five years, the market-based 


incentives of the Healthy Indiana Plan have 


yielded two-fold success in improving the 


population while containing overall spending.  


It remains to be seen whether CMS will 


approve an extension of HIP or will instead 


claim that Obamacare’s bureaucratic mandates 


preclude the program’s continuation.  The week 


the law passed, then-Gov. Mitch Daniels 


publicly worried that Obamacare would force 


him to plan for HIP’s termination.
19


  State 


legislators seeking to avoid Obamacare’s 


requirements and restrictions who are looking 


instead to market incentives as a way to control 


costs would be wise to examine the Healthy 


Indiana Plan approach. 


 


Florida 
 


Earlier this year, CMS granted approval to the 


state of Florida’s two waivers to alter its 


Medicaid program.  These waivers, which 


follow on the heels of a five-county pilot 


reform program begun in 2006, will roll out 


over the coming 18 months; both waivers 


should be fully implemented by October 


2014.
20


   


 


One of the two waivers would transform the 


Medicaid program for low-income 


beneficiaries. The waiver will allow all 


Medicaid recipients to enroll in managed care 


plans; each will have at least two, and as many 


as 10, Medicaid plans from which to choose.
21


  


The waiver allows managed care plans – which 
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are based in one of 11 regions – to create 


customized benefit packages that meet the 


unique needs of their local populations.  In 


applying for its waiver, Florida rightly noted 


that “each plan will face the competitive 


pressure of offering the most innovative 


package,” which will allow beneficiaries “to 


use their premium [dollars] to select benefit 


plans that best meet their needs.”
22


   


 


Other features of the waiver likewise seek to 


reduce costs while improving the quality of 


beneficiary care.  Managed care plans will be 


required to “establish a program to encourage 


and reward healthy behaviors,” similar to the 


Healthy Indiana Plan incentives discussed 


above.
23


  Florida also is seeking waiver 


flexibility from CMS to encourage 


beneficiaries to enroll in health coverage 


through their employer when available and 


require modest cost-sharing for certain 


populations.
24


 


 


Coupled with another waiver for the state’s 


long-term care program – one which seeks to 


place individuals in home and community-


based services instead of nursing home 


facilities – the two waivers collectively will 


transform the Medicaid program in Florida.  


The waivers’ focus on participant choice, 


competition among plans to enroll 


beneficiaries, and incentives to promote 


wellness and preventive care all hold the 


potential to provide a more personalized 


experience for Medicaid beneficiaries – and, 


just as important, a more effective and efficient 


one as well.   


 


Texas 
 


Although it has not yet come to fruition, state 


thought leaders have begun to consider how 


additional flexibility from Washington could 


result in better care for patients and a more 


predictable and stable Medicaid budget for 


states.  The Texas Public Policy Foundation 


recently released a paper outlining its vision for 


a Medicaid block grant, and how Texas could 


use the flexibility under a block grant to 


revamp its existing Medicaid program.
25


  The 


paper describes how the amount of a block 


grant might be set, along with the terms and 


conditions establishing a new compact between 


the federal government and states – giving 


states more flexibility, but also requiring 


accountability for outcomes in the process. 


 


Texas envisions a block grant as providing a 


way to revamp its Medicaid program for both 


low-income and elderly beneficiaries.  For 


lower-income applicants, the state could choose 


to subsidize private health insurance, with 


incentives linked to Health Savings Account 


(HSA) plans.  Beneficiaries would fund the 


difference between the amount of the state-


provided subsidy and the cost of the insurance 


plan, “provid[ing] strong incentives to the 


enrolled population to purchase low premium, 


high value plans.  Beneficiaries selecting 


coverage that costs less than their premium 


support entitlement would be allowed to 


deposit the difference in an HSA.”
26


 


 


With respect to long-term care for the elderly, 


the Texas paper envisions a series of reforms 


under a Medicaid block grant.  Incremental 


reforms – including partial benefits for those 


who seek to remain in community settings, a 


competitive bidding process for nursing home 


care, and greater restrictions on asset transfers, 


to ensure benefits are targeted toward truly 


needy individuals – would eventually lead to a 


fundamental transformation of the long-term 


care benefit into a defined contribution model.  


Under this reform, “the state will provide a pre-


determined level of financial support directly to 


those eligible by establishing and funding an 


account on each beneficiary’s behalf” to be 


used for eligible care expenses – maximizing 


beneficiary choice and flexibility and 


encouraging the use of community-based 


service over institutional nursing homes. 


 


Unfortunately, a block grant requires approval 


from Congress – and neither the Democrat 


Senate nor President Obama currently appear 
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inclined to grant states the degree of flexibility 


the Texas paper envisions.  But Rhode Island’s 


Global Waiver, approved in the final days of 


the George W. Bush administration, shows that 


the administration does have the authority to 


grant global waivers to other states seeking the 


same control over their Medicaid programs. 


 


Nevertheless, the ideas offered in the paper 


present a vision where both flexibility and 


market incentives can provide better quality 


coverage to residents while providing 


budgetary stability to federal and state 


governments alike. 


 


Learning from other states 


 


Other examples of states taking action on their 


Medicaid programs: 


 


North Carolina:  States first need to be armed 


with solid information about how the Medicaid 


program is working.  They need to know who 


is being helped or harmed and how much is 


being lost to waste and inefficiency in this 


ossified, rule-driven program.  In North 


Carolina, state auditor Beth Wood recently 


found that the state’s Medicaid program 


endured $1.4 billion in cost overruns each year, 


including $375 million in state dollars. As a 


result, North Carolina has decided not to 


expand its Medicaid program. Before 


considering any action, others states should 


commission objective, independent audits of 


their Medicaid programs to understand the 


program and the problems that need fixing. 


 


New York also was able to gain more control 


over how Medicaid subsidy money is spent in 


exchange for a global cap on a substantial 


fraction of its Medicaid expenditures. 


 


West Virginia offers alternative benefit 


packages that create incentives for beneficiaries 


to take responsibility for their own health and 


health care. Kentucky and Idaho are among 


other states with similar programs.  Patients 


receive additional benefits if they select a 


medical home, adhere to health improvement 


programs, keep and arrive on time for 


appointments, use the hospital emergency room 


for emergencies only, and comply with 


prescribed medications.  


 


Utah fought for and received a waiver that 


allowed the states to scale back Medicaid’s 


excessively large benefit package to stretch the 


money to cover more citizens.  


 


These are a few examples of the creative 


programs that states could develop if they 


weren’t forced to jump through Washington’s 


Mother-May-I Medicaid hoops to get approval 


to make even minor changes to their Medicaid 


programs.   


 


Lessons and Themes 
 


While each state’s Medicaid program is unique, 


the examples discussed above each contain 


common themes that should guide policy-


makers seeking to transform their state health 


systems – and avoid the pitfalls of Obamacare’s 


massive, bureaucratic expansion: 


 


 Customized Beneficiary Services:  
Providing beneficiaries with a choice of 


coverage options can provide plans an 


incentive to tailor their benefit packages 


to best meet individuals’ needs.  Similar 


incentives promoting competition in the 


Medicare Part D prescription drug 


benefit helped keep that program’s cost 


more than 40% below original 


estimates.
27


 


 


 Coordinated and Preventive Care:  
Several of the reform programs focus 


on providing individualized, 


coordinated services to beneficiaries – 


an improvement to the top-down, 


uncoordinated care model of old.  In 


many cases, preventive care 


interventions for Medicaid recipients 


suffering from chronic conditions can 


ultimately save money.  


 







6 


 


 Personal Responsibility:  Cost-sharing 
can be an appropriate incentive, to 


encourage beneficiaries to take 


ownership of their health, and 


discourage costly practices, such as 


emergency room trips for routine care.  


The fact that more than two-thirds of 


Healthy Indiana Plan participants 


consider their cost-sharing levels 


appropriate proves that even families of 


modest means are both willing and able 


to provide some financial contribution 


to their cost of care. 


 


 Home and Community-Based Services:  


Several of the reform programs attempt 


to continue and accelerate the trend of 


providing long-term care in patients’ 


homes, rather than in more cumbersome 


and costly nursing home settings. 
 


 No New Federal Funds:  Most 


importantly, each of the reform projects 


discussed above neither seek nor require 


the massive new spending levels 


contemplated by an Obamacare 


expansion.  In many cases, the 


programs above were implemented 


successfully despite Washington’s 


interference, not because of it. 


 


Conclusion 
 
Functioning in their traditional role as 


laboratories of democracy, states have provided 


better solutions for policy-makers seeking to 


reform their Medicaid programs.  These 


solutions have expanded coverage, and 


improved the quality of care, even while 


reducing costs to taxpayers.  As the Obama 


administration denies states true flexibility 


when it comes to Obamacare’s costly Medicaid 


expansion, states have demonstrated that they 


can convert a modicum of leeway from 


Washington into maximum improvements for 


their citizens – and savings for taxpayers. 


 


The analysis above shows that Chief Justice 


Roberts was right: states do have a choice when 


it comes to their Medicaid programs.  They can 


– and should – choose the options that will 


reform and revitalize their programs, rather 


than the massive and costly expansion of the 


Medicaid monolith included in Obamacare. 


 


States must take the lead in insisting that 


Washington provide more flexibility over 


Medicaid spending so they can expand access 


to care without burdening taxpayers with 


significant new costs or burdening their citizens 


with a program that can be worse than being 


uninsured. 


 


States can show that Medicaid can have a more 


efficient and effective service delivery system 


that enhances quality of care and outcomes.  


Expanding Medicaid without a guarantee of 


flexibility would be a major missed opportunity 


for the states. If states join together, they have 


more leverage to demand true flexibility than if 


they try to gain leverage one by one. 


 


 


Chris Jacobs is a visiting fellow at the Galen Institute, a non-profit research organization devoted to 


market-based solutions to health reform. Jacobs blogs at www.chrisjacobshc.com.  
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Welfare Block Grants as a Guide for Medicaid Reform 


Daniel Sutter 


I. The End of Welfare? 


President Bill Clinton signed the Personal Responsibility and Work Opportunity Reconciliation 


Act (PRWORA) with great fanfare on August 22, 1996, ending “welfare as we know it,” or 


specifically the Aid to Families with Dependent Children program (AFDC). A new program 


known as Temporary Assistance to Needy Families (TANF) was created to replace AFDC. 


TANF is jointly administered by the federal government and the states, with federal funding 


provided through block grants. The new act set a time limit on TANF eligibility, eliminating the 


AFDC entitlement. 


The intellectual case for welfare reform had been laid out by sociologist Charles Murray 


in his seminal work Losing Ground (1984). Murray documents the adverse effects of welfare 


programs on recipients, including dissolution of families and loss of the self-esteem normally 


generated through work. Nonetheless, many politicians and commentators prophesied dire 


consequences of the end of AFDC and the adoption of TANF. Representative Dick Gephardt 


predicted that the new program “could put a million children in a difficult situation.” Senator 


Daniel Patrick Moynihan called the legislation “the most brutal act of social policy since 


reconstruction” (both quoted in New 2008, p. 516). Senator Ted Kennedy in a Senate debate 


characterized the measure as “legislative child abuse” (quoted in Edelman 1997). 


The goal of welfare reform was to encourage AFDC recipients to transition to the 


workforce, and thus reduce welfare rolls without imposing undue hardship on recipients. As 


measured by the number of recipients, reform has been a success. Figure 1 displays the time 


series of AFDC/TANF recipients nationally, and the decline is immediately apparent. The 
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caseload fell by 59 percent between 1996 and 2002; by 2006, there were 10 million fewer 


recipients than in 1994. The strong economy undoubtedly helped the reduction, but the caseload 


increased by only about 10 percent during the 2007–2009 recession, and remained at less than a 


third of the 1994 total. TANF appears to have permanently reduced the welfare caseload, without 


bringing the feared consequences for recipients and their children. 


 


Figure 1. US AFDC/TANF Recipients 


 
Source: US Department of Health and Human Services, TANF Caseload Data, available at http://archive.acf.hhs.gov 
/programs/ofa/data-reports/caseload/caseload_recent.html. 
 


In 2012, the results from welfare reform have led to renewed interest in block grants to 


the states for Medicaid (Howard 2012), food stamps, and other poverty-related programs. The 


interest today seems driven by necessity—escalating federal debt has led Republicans and 


Democrats to look for options that might reduce spending without totally gutting current 


programs. As a consequence, this debate can be informed by an examination of how TANF 


block grants led states to adopt innovative policies to improve the welfare system, or of the 
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operation of the “laboratory of the states,” in the famous phrasing of Supreme Court Justice 


Louis Brandeis. 


This paper reviews arguments that have been made in the debate over block grants versus 


matching grants for joint federal-state programs, both generally and in the context of welfare 


reform. It then turns to what the experiment with shifting control of welfare programs to the 


states has revealed. The race to the bottom feared by many has not taken place: maintenance-of-


effort requirements imposed on states by the federal government prevented cuts in TANF benefit 


levels. The flexibility provided by block grants appears to have been critical in allowing states to 


adapt a model of reform to fit their policy environments. Welfare reform also highlights the 


limits of block grants for one program in the presence of substitute federal programs. Finally, 


this study offers some lessons from welfare reform to inform the current debate about Medicaid 


block grants. Block grants have the potential to help improve program performance, but will not 


solve the federal government’s fiscal problems. 


 


II. The Benefits of State-Level Policy-Making 


Shifting control of welfare programs to the states through block grants promised two sources of 


improved performance. The first is the policy innovations expected to emerge from the 


“laboratory of the states.” The second is the effect of block grants on the marginal cost to states 


of providing welfare benefits. 


Making policy decisions at the state as opposed to the federal level offers numerous 


advantages for the design of welfare programs (Oates 1972). State-level decisions allow policy 


makers to tailor programs to state conditions, whereas programs designed in Washington, DC, 


are more likely to be uniform across the country. Policy makers could design state TANF plans 
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to take each state’s conditions into account, both on the cost side (for instance, the ability of a 


state economy to create jobs for former welfare recipients) and the demand side (for instance, the 


preferences of state residents concerning the level of benefits). Extra costs and excessive, 


mismatched, or insufficient benefits result if the federal government unnecessarily imposes a 


one-size-fits-all solution on diverse and heterogeneous states. 


As states tailor policies for their specific conditions and preferences, the resulting 


diversity of policies produces policy experiments that yield benefits to the nation as a whole. A 


state might be more willing to change the parameters of a program, say conditions governing 


work requirements, than the federal government. Feedback on the effectiveness of these various 


innovations is a public good, meaning that the knowledge is available to all the states. The 


availability of evidence from the field regarding innovations allows both the innovating state and 


other states to see whether specific work requirements, for instance, are effective. States can 


adopt successful innovations and avoid the mistakes and missteps of others. Early successes 


might convince other states that reforms will be as effective as expected or that side effects will 


be less severe than anticipated, and thus lead to more extensive reform than would occur if 


“proof of concept” were not available. 


The other major effect of block grants was to increase the marginal cost to states of 


welfare benefits. Under AFDC, states received federal dollars on an open-ended match of their 


spending. The rate for the federal match depended on state income and ranged from $1 to $4 


from the federal government for every dollar spent by the state. Thus, if a state wanted to offer 


$1 extra in welfare benefits, the cost to state taxpayers would range from 50 cents with a $1-for-


$1 match to as little as 20 cents with a $4-for-$1 match (Powers 2000). States could pass part of 


the cost of their generosity on to the federal government, and thus to taxpayers in other states. On 
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the other hand, TANF block grants were set using the caseload in a base period, so a state 


offering more generous benefits for a longer period of time, or with fewer work restrictions, 


would have to pay the full cost. Shuttling dollars from taxpayers across the nation through 


Washington, DC, and back to the states does not create money, and thus the taxpayers in total 


always pay the full cost of welfare. But under matching grants and Washington’s open-ended 


commitment to share the cost of AFDC benefits, each state had an incentive to set a benefit level 


greater than its voters would prefer if they had to consider the full cost. AFDC matching grants 


created a familiar problem of (partial) third-party payment. 


Block grants also improve the incentive for states to reduce spending, particularly by 


controlling fraud, waste, and abuse. Under matching grants, a state that pays 50 cents for every 


dollar of spending also saves only 50 cents for every dollar of waste eliminated. Yet states are in 


a much better position to identify and eliminate waste and abuse than the federal government. 


Block grants generate an incentive structure more conducive to efficient spending. To ensure that 


states benefitted from reducing their welfare caseloads, perhaps through more vigilant efforts to 


prevent fraud, waste, and abuse, TANF block grants were based on caseload in 1994 in the initial 


PRWORA funding cycle. If the block grant amount is adjusted too frequently, the difference 


between matching grants and block grants disappears: a state that reduced its caseload by 10 


percent in a year could see its block grant reduced by 10 percent the next year. Infrequent 


resetting of the base grant amount allows states to benefit from the reduced costs in the interim, 


with federal spending eventually reduced to benefit taxpayers. 


Shifting welfare policy to the states through block grants does bring some potential costs, 


and barriers block the realization of the potential gains from state experimentation. Perhaps the 


most widely voiced concern involves a “race to the bottom” among states regarding welfare 
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benefit levels (Lurie 1997; Super et al. 1996). States could reduce welfare caseloads by cutting 


benefit levels, imposing tougher work requirements, and reducing time limits with the 


expectation that recipients would move to nearby states to avoid these requirements. With 


welfare-related migration, a $1 cut in benefit levels could save a state more than $1 in payments, 


if some recipients leave the state because of the cut. Similarly, a state with relatively generous 


benefits could become a welfare magnet, raising the cost of its program, which the state pays 


under block grants. 


With matching grants, however, the increased cost of a generous program that attracts 


migration will be paid only partially by the state, with the rest of the costs shifted to other states 


via the federal government. A race to the bottom would lead to an outcome that is the opposite of 


third-party payment effects: namely, levels of assistance that Americans would think are too low 


overall instead of too high. The dire and extreme characterization of PRWORA by Senators 


Moynihan and Kennedy (noted above) can be interpreted as referring to a race to the bottom. 


While the term “bottom” suggests zero benefits, it strictly means lower benefits than desired. 


Economists have long favored a federal role in welfare programs because assistance to 


the poor is a public good (Brueckner 2000). If Americans care for the plight of all poor 


Americans, this argument goes, Californians create benefits for Georgians, Minnesotans, and 


residents of other states when they provide welfare to the poor in California. If welfare policy 


choices are set exclusively by states, legislators in California may fail to consider the spillover 


benefits created for other Americans when assisting poor Californians. Alternatively, Georgians 


and Minnesotans can freeload off the efforts of California to assist their poor. The public good 


argument implies, again, that the benefit levels set by individual states would be lower than what 
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Americans would favor if states could collaborate to set a collective benefit level. Proponents of 


this argument hold that this coordination can be achieved by the federal government. 


The potential for states to experiment and learn from experiments does not mean that 


learning and emulation will occur. While the laboratory of states metaphor is powerful, some 


factors may limit the amount of innovation and imitation states undertake. State government does 


not have a residual claimant, so political entrepreneurs, politicians, and diligent bureaucrats will 


not be able to profit from policy innovations or efforts to control waste. State legislators will be 


less likely than business managers to control costs, because legislators cannot benefit from the 


savings. Whereas private firms might lose customers and suffer losses if they do not adopt cost-


reducing innovations, a state’s welfare bureaucracy does not face a similar competitive threat. If 


the states do constitute a laboratory, it is a government-run laboratory, and will not be as efficient 


as a lab in the private sector. In addition, the effect of policy experiments is not always apparent 


to the casual observer and thus analysis may be needed to evaluate outcomes. If states fail to 


provide adequate resources for policy evaluation, the lessons from experiments that do occur 


may go unlearned. 


These factors relate to the overall efficiency of the political system. If democratic 


decision-making is rather inefficient, as Mitchell and Simmons (1994) and other public choice 


economists hold, the gains should be smaller than otherwise. Wittman (1995) argues that scarcity 


creates at least minimal pressure for efficiency in the political sector. If politicians can reduce the 


costs of welfare programs but maintain safety-net support for individuals truly unable to work, 


the cost savings can be used to satisfy currently unmet political demands. 
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III. The Lessons of Welfare Reform 


Many politicians and observers predicted that abolition of the AFDC entitlement program would 


have the most dire of consequences (Edelman 1997). Whether third-party payment or the race to 


the bottom would dominate was ultimately an empirical question. Fortunately predictions of 


children dying in the streets have not come to pass. Even the reduction in the number of 


AFDC/TANF recipients shown in figure 1 is somewhat inconclusive, if reductions in caseload 


led to recipients being unable to make the transition to the workforce and being left in dire 


straits. What lessons emerge from states’ experiences under TANF block grants? 


 


Real Improvements, Not Just Apparent Ones 


The reduction in welfare caseloads is only a partial measure of reform success. The political 


coalition in favor of welfare reform in 1996 did not intend to simply halt assistance to poor 


families altogether. Instead the goal was to retain welfare as a component of the safety net but 


eliminate long-term dependency by encouraging welfare-to-work transitions (Murray 1984; 


Brooks 2010, pp. 112–17). A reduction in welfare rolls attained simply by cutting off or reducing 


benefits would be inconsistent with the goal of reform. This does not appear to have happened. 


States did not generally reduce TANF benefit levels with the institution of block grants, as cynics 


might have expected. New (2008, p. 519) reports that TANF benefits averaged across states 


actually increased by less than 1 percent between 1996 and 2002 (adjusted for inflation), and 


only three states changed their benefit level by more than 30 percent. Benefit reductions cannot 


be the cause of TNAF caseload declines of 60 percent or more in many states. The level of 


spending also provides evidence on this point. Figure 2 reports real federal spending on the 


AFDC/TANF programs, which remained relatively constant despite some fluctuations, rising 
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from $24 billion in 1995 (2009 dollars) to $25 billion in 2008. The level of spending is probably 


more relevant for the extension of block grants to Medicaid, as significant reductions in caseload 


are not realistic for Medicaid. Since spending remained approximately constant and caseload fell, 


cost-per-recipient necessarily rose, although TANF spending now in part supports workforce 


transitions and not just transfers. 


 


Figure 2. Federal Spending on AFDC/TANF 


Source: Tax Policy Center, Tax Facts, available at http://www.taxpolicycenter.org/taxfacts/displayafact.cfm?Docid=266. 
 


Opponents of welfare reform predicted that the child poverty rate would rise significantly 


under PRWORA (Super et al. 1996). If welfare reform reduced caseloads by simply dropping 


recipients without work opportunities, as critics feared, Americans might expect to see a rise in 


the child poverty rate. Figure 3 reports the national poverty rate since 1990 for persons under 18 


years of age. The child poverty rate declined after welfare reform, from 20.5 percent in 1996 to 


16.7 percent in 2002, during which time TANF caseloads fell by about 60 percent nationally. 
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While a strong economy may have been responsible for the declines in the late 1990s, the child 


poverty rate remained below the post-recession levels of 1992–2993 even after the 2007–2009 


recession. Reform seems to have reduced TANF caseloads without imposing socially 


unacceptable levels of hardship on recipients. In addition, many former welfare recipients have 


transitioned into the workforce, where they have developed the job skills to raise themselves out 


of poverty and enjoyed the success earned from work (Brooks 2010, pp. 116–17). 


 


Figure 3. US Child Poverty Rate 


 
Source: US Census Bureau, “Survey of Current Population,” Historical Poverty Tables, Table #3, http://www.census 
.gov/hhes/www/poverty/data/historical/hstpov3.xls. 
 
 


The Race That Never Happened 


Why did a race to the bottom not occur, especially given the political opposition to welfare? 


TANF remains a joint federal-state program, limiting the extent of any potential race. The federal 


government provides the bulk of TANF funding through the aforementioned block grants, 


revenue raised through federal taxes. Thus states do not face migration in response to the taxes to 


support the program, only potential migration by the recipients. Moreover, the migration of 
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welfare recipients to states with high benefit levels appears to be more limited than the term 


“welfare magnet” suggests. Although some evidence of migration due to benefit levels exists 


(Blank 1988), one survey concludes that the results evidence “a mixed effect that is at best 


mildly positive in favor of the hypothesis of welfare migration” (Brueckner 2000, p. 519). 


PRWORA’s maintenance-of-effort requirements, or floors on state benefits, also helped 


prevent the race. The floor, initially set at 80 percent of states’ prior benefit levels, prevented 


states from excessively cutting benefit levels and using the block grants for other purposes. If 


states’ reforms reduce welfare rolls and program costs, they can keep the savings under block 


grants, but federal TANF grants are allocated to operate a TANF program in some form, not to 


use solely for other purposes. The importance of the maintenance-of-effort requirement is one of 


the takeaway lessons for policy makers from welfare reform. 


A final factor preventing a race to the bottom may be public support for assistance 


programs. Americans have demonstrated support for safety-net programs, but hostility toward 


welfare dependence (Brooks 2010; 2012). TANF’s time limits and work requirements, by 


reducing the potential for dependency among the nondisabled poor, ironically could increase 


public support for these programs, defusing popular pressure to reduce benefits. 


 


Elements of Successful Reforms 


The TANF caseload fell by about 60 percent nationally between 1996 and 2002, so state 


programs under PRWORA block grants in the whole had their intended effect. Yet how much of 


this reduction was due to the TANF programs, and how much was a product of the strong 


economy or of other policy changes (such as expansion of the earned income tax credit)? For 


instance, Donna Shalala, secretary of health and human services during the creation of TANF, 
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later stated, “What happened on welfare reform was this combination of an economic boom and 


a political push to get people off the welfare rolls” (quoted in New 2008, p. 517). States did not 


implement identical reforms under TANF, and the caseload decline varied substantially from 


state to state (see Rector and Youssef 1999 or New 2008 for specific figures). The variation 


suggests that different elements of state TANF programs certainly contributed to the reduction. 


Research confirms that differences in the policy innovations explain the reductions in caseloads. 


Three policy factors affected caseload reductions. One factor, not directly a component of 


reform, was the level of benefits under a state’s AFDC and TANF programs. States with lower 


initial benefit levels experienced greater caseload reductions (New 2002). Because states did not 


reduce benefit levels with TANF and states with more generous benefit levels had higher 


caseloads to begin with, one might expect that states with higher benefit levels would be able to 


reduce loads more. Yet this was not the case. The explanation lies in the value of participation. A 


lower benefit level reduces an individual’s gain from participation in TANF, making it less likely 


a person will accept the work requirements to remain in the program. 


The second factor, which was an element of policy reforms, was the immediacy of work 


requirements. TANF requires all state programs to include a work requirement, but some states 


imposed this requirement immediately upon recipients. Rector and Youssef (1999) find that 


states with an immediate work requirement experienced an 11 percentage point larger caseload 


reduction in 1997/98, everything else held constant. 


The third factor was the nature of the sanction for violation of program requirements. 


Some states reduced a recipient’s payment for the first violation of TANF work requirements, 


while others did so only upon repeated violations. The portion of TANF benefits subject to 


sanction also varied from state to state. Some states withheld only the adult’s portion of the 
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payment for rule violations, while others put the full payment at risk. Normally the adult’s 


portion is only a small part of the overall payment, so withholding the full payment is potentially 


a much more significant penalty. Empirical analysis has shown that stricter sanctions 


significantly reduced TANF caseloads (Rector and Youssef 1999; New 2008). Furthermore, 


controlling for variation in state policies, state economic conditions (e.g., the state 


unemployment rate) were no longer significant determinants of caseload reductions. The impact 


of sanctions for failure to comply with work requirements is particularly troubling because the 


Department of Health and Human Services is considering unilaterally revoking work 


requirements (Rector and Payne 2012). 


TANF work requirements reduced caseloads for several reasons (Rector and Youssef 


2012). One is that many former welfare recipients were able to join the workforce, and reported a 


high level of satisfaction and eventually higher standards of living from doing so. In addition, 


many AFDC recipients had previously engaged in unreported work. TANF work requirements 


prevented recipients from easily continuing this unreported work, and many decided that the 


unreported work provided a better deal than TANF. Waste and fraud have been easier to detect 


and eliminate as well, since a recipient receiving multiple payments cannot simultaneously fulfill 


multiple work requirements. 


 


Operation of the Laboratory of the States 


Welfare reform in the 1990s started with a series of state-level experiments begun under the 


AFDC. The George H. W. Bush administration encouraged states to create experimental 


programs to move able-bodied recipients from welfare to work through AFDC waivers. In total, 


43 states began some type of AFDC waiver program (New 2008, p. 518). Many innovative state 
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programs were introduced at this time, and the extent of the experiments grew; Wisconsin 


received a waiver to completely replace its AFDC program with its welfare-to-work program 


before the passage of the PRWORA. Although states did develop innovative welfare reform 


policies, block grants were not a necessary condition for the experiments. One reason for this 


was legal, but still significant. States’ policy-making institutions differ, so policy makers must 


tailor a model for welfare reform for the institutions and circumstances of each particular state. 


The adjustments needed to tailor a program could easily run afoul of restrictions on matching 


grants (Lurie 1997). 


Although significant variation emerged in states’ welfare reform plans, states exhibited 


relatively little evidence of learning from each other’s experiences and adopting the best 


practices (Gais and Nathan 1999). Most states settled on a model for reform relatively early in 


the process and then stuck with this approach, even if other states were having more success. 


States were interested in learning from their own experiments, but basically viewed feedback as 


a way to implement course corrections in their own chosen plan. The range of reforms used by 


early experimenters did shape the choices of late-reforming states, in that a state beginning 


reforms late might decide on a reform plan based on the model from an early-experimenter state. 


Once a model was adopted states mainly tinkered to make the model work given their 


circumstances, instead of abandoning ship and beginning over with an alternative model. Gais 


and Nathan (1999) find that transfers of influence among states occurred from the use of 


common consultants from think tanks or the hiring of administrators from another state, so 


results from the laboratory of the states percolated through these more informal channels. 
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Substitution with Other Income Maintenance Programs 


AFDC was but one of over 30 means-tested federal programs designed to assist low-income 


households (Goodman and Carlson 1995). Block grant funding for TANF leads to a different set 


of responses by states and individuals when viewed as one of a set of closely related programs, 


where others are still funded by federal dollars, than when viewed as an isolated event. The 


closely related programs can serve as substitutes, creating the potential for reductions in TANF 


caseload that do not accurately reflect a reduction in welfare state spending (Burkhauser and 


Daly 2011). Given the existence of related substitute programs, states might choose to enact 


strict eligibility requirements and shift recipients to federally funded assistance programs. TANF 


caseloads could fall despite the persistence of welfare dependency and spending, and states could 


divert TANF block grant funds to other purposes. Welfare recipients might also react to the 


restriction of eligibility for TANF by seeking out other government assistance programs. 


Several other assistance programs show evidence of TANF-related substitution. Figure 


4 reports the number of Americans receiving food stamps annually since 1990. The number of 


food stamp recipients increased following the 1990–1991 recession, peaking at 27.5 million in 


1994 before declining steadily to 17.2 million in 2000. This number did not drop as 


dramatically as the number of TANF recipients during the late 1990s, suggesting again that the 


economy was not the exclusive driver of TANF caseload declines. The number of food stamp 


recipients has increased steadily since 2000, with only a small decline in 2007; by 2008 


participation exceeded the 1994 peak. The food stamp program has experienced tremendous 


growth since 2008, with a 58 percent increase in recipients. Figure 5 reports the annual number 


of new disability claims under Social Security since 1990. New disability awards fluctuated 


from 600,000 to 650,000 between 1992 and 2000, before increasing to around 800,000 in the 
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middle part of the 2000–2009 decade and then exceeding 1 million in 2010. TANF work 


requirements apply only to able-bodied workers, so the Social Security disability program 


represents a particularly relevant alternative for TANF recipients, as Burkhauser and Daly 


(2011) emphasize. 


 


Figure 4. US Food Stamp Recipients 


 
Source: US Department of Agriculture, 2013, “Supplemental Nutrition Assistance Program Participation and Costs,” 
http://www.fns.usda.gov/pd/SNAPsummary.htm. 
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Figure 5. New Social Security Disability Awards 


 
Source: Social Security Administration, 2011, “New Awards to Retired and Disabled Workers,” Fast Facts and Figures 
About Social Security, http://www.ssa.gov/policy/docs/chartbooks/fast_facts/2011/fast_facts11_text.html#chart13. 
 
 


IV. Lessons for Future Block Grant Reforms 


The experience of welfare reform demonstrates that block grants offer a viable means of tailoring 


programs for state conditions and creating better incentives for spending tax dollars efficiently. 


The experience of welfare reform offers several contributions to the debate over extending block 


grants to Medicaid and other joint federal-state programs. 


 


Race-to-the-Bottom Concerns Have Been Overstated 


Despite the dire predictions that accompanied the passage of the PRWORA, a race to the bottom 


with TANF never materialized. The maintenance-of-effort requirements imposed by the federal 


government limited the potential diversion of TANF block grants, while allowing states to keep 


dollars saved on the margin. The potential for a race to the bottom can be averted even if 


Medicaid or other programs are funded with block grants. 
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Broad Block Grants Better Align Incentives  


The federal government today maintains over 80 poverty assistance programs (Rector and Payne 


2012). States have an incentive to discourage participation in the block grant program and 


instead enroll recipients in substitute federally funded programs. Increases in participation in 


food stamps and the Social Security disability program may be a consequence of such 


substitution for traditional cash assistance programs. Broad block grants eliminate the potential 


to merely shift beneficiaries to other programs. Breadth of block grants is particularly relevant 


for Medicaid, given the close connections between health and other life choices. 


 


The Importance of Experimentation 


Most of the innovative state programs to encourage welfare-to-work transitions were initiated 


under the AFDC waiver program started during the George H. W. Bush administration, before 


the passage of PRWORA in 1996. The role of the AFDC waiver program in the success of 


TANF block grants highlights the importance of a preliminary round of experimentation before 


the block granting of Medicaid or other programs in the future. States need promising models to 


use when devising their own programs, and the AFDC waiver programs offered proof of concept 


that helped in debates over the passage of PRWORA in 1996. The ongoing policy experiments 


being conducted currently under Medicaid waivers (Howard 2012) suggest that the time may 


now be right for Medicaid block grants. 


 


Program Evaluation Is Valuable and a Public Good 


Evaluating whether or not a program is working in the real world is not a simple task. Lessons 


are not always apparent from a casual inspection of outcomes, so policy evaluation is both 







 


 20 


important and a public good. Block grant proposals for Medicare or other poverty programs 


should not neglect program evaluation. Ensuring adequate resources to conduct systematic 


analysis of policy experiments could be an appropriate role for the federal government in a future 


reform. 


 


V. Conclusions 


The sharp decline in TANF caseload has not heralded the end of welfare, broadly conceived, that 


some had predicted following the passage of PRWORA. Federal spending on means-tested 


programs amounted to an estimated $750 billion in 2012, with states spending $200 billion more 


on these programs (Rector and Payne 2012). In addition, mixed-income developments have been 


a priority of the Department of Housing and Urban Development for public housing since the 


mid-1990s. Larger-scale housing projects with only public housing recipients contributed to a 


culture of poverty, as residents (and particularly children) had few or no neighbors who worked 


(Brophy and Smith 1997; Levy, McDade, and Dumlao 2010). The policy importance accorded to 


mixed-income public housing reveals by implication that welfare reform has not transitioned all 


able-bodied recipients to the workforce. 


Nonetheless, welfare reform did lead to better policy. TANF caseloads did not increase 


substantially in the 2007–2009 recession, suggesting that the declines have become permanent, 


but without the feared impacts on recipients. TANF did end the AFDC entitlement to cash 


assistance. Block grants to the states do appear to create better incentives for efficient spending 


of tax dollars, because states face the full cost of expanding cash assistance and reap the full 


benefits from controlling fraud and abuse. Block grants provide states with discretion to tailor 


programs for conditions in their state, both economic conditions and the existing policy structure. 
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Furthermore, the maintenance-of-effort provisions imposed by TANF on states helped prevent a 


much-feared race to the bottom from materializing. Block granting Medicaid or other programs 


to the states will not be a panacea, but should help create an institutional setting for the more 


efficient use of tax dollars. 
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Medicaid and the Affordable Care Act: Premium Assistance 
March 2013 


 
 
 
1. Is Arkansas seeking a partial expansion of Medicaid, with individuals above the poverty 
threshold getting tax credits for private qualified health plans (QHPs) in Health Insurance 
Marketplaces (Exchanges) and those with income below the poverty threshold receiving 
Medicaid? 


 
No.  As stated in the past, the Affordable Care Act does not provide for a phased-in or partial 
expansion.  States that wish to take advantage of the enhanced federal matching funds for newly 
eligible individuals must extend eligibility to 133% of the federal poverty level (FPL) by 
adopting the new adult group.  Arkansas has initiated discussions about “premium assistance” 
options for Medicaid beneficiaries; partial expansion is not part of these discussions. 
 
2. What is premium assistance in Medicaid? 
 
The Medicaid statute provides several options for states to pay premiums for adults and children 
to purchase coverage through private group health plans, and in some case individual plans; in 
most cases, the statute conditions such arrangements on a determination that they are “cost 
effective.”  Cost effective generally means that Medicaid’s premium payment to private plans 
plus the cost of additional services and cost sharing assistance that would be required would be 
comparable to what it would otherwise pay for the same services.  Similar provisions also apply 
in the Children’s Health Insurance Program (CHIP).   
 
Under all these arrangements, beneficiaries remain Medicaid beneficiaries and continue to be 
entitled to all benefits and cost-sharing protections.  States must have mechanisms in place to 
“wrap-around” private coverage to the extent that benefits are less and cost sharing requirements 
are greater than those in Medicaid.  In addition under the statutory options in the individual 
market beneficiaries must be able to choose an alternative to private insurance to receive 
Medicaid benefits. 
 
A state may pursue premium assistance as a state plan option without a waiver. 
 
3. Would the Department of Health and Human Services (HHS) consider premium 
assistance demonstrations for the individual market?  
  
Some states have expressed interest in section 1115 demonstrations to provide premium 
assistance for the purchase of QHPs in the Exchange.  Under section 1115 of the Social Security 
Act, the Secretary may approve demonstration projects that she determines promote the 
objectives of the Medicaid program.  HHS will consider approving a limited number of premium 
assistance demonstrations since their results would inform policy for the State Innovation 
Waivers that start in 2017.  As with all such demonstrations, HHS will evaluate each proposal 
that is submitted and consider it on a case by case basis relative to this standard. 
 







 


With regard to premium assistance demonstrations, HHS will consider states’ ideas on cost 
effectiveness that include new factors introduced by the creation of Health Insurance 
Marketplaces and the expansion of Medicaid.  For example, states may quantify savings from 
reduced churning (people moving between Medicaid and Exchanges as a result of fluctuating 
incomes) and increased competition in Marketplaces given the additional enrollees due to 
premium assistance.  As with all demonstration proposals, the actuarial, economic, and budget 
justification (including budget neutrality) would need to be reviewed and, if approved, the 
program and budgetary impact would need to be carefully monitored and evaluated.   
 
To ensure that the demonstrations further the objectives of the program and provide information 
in a timely way, HHS will only consider proposals that: 
 


• Provide beneficiaries with a choice of at least two qualified health plans (QHPs). 
 


• Make arrangements with the QHPs to provide any necessary wrap around benefits and 
cost sharing along with appropriate data; this would be done within the context of 
premium assistance, for example through a supplemental premium.  This ensures that 
coverage is seamless, that cost sharing reductions are effectively delivered and that there 
is accountability for the payments made.   


 
• Are limited to individuals whose benefits are closely aligned with the benefits available 


on the Marketplace, that is, individuals in the new Medicaid adult group who must enroll 
in benchmark coverage and are not described in SSA 1937(a)(2)(B)(an example of a 
population that is described in SSA 1937(a)(2)(B) is the medically frail).  Marketplace 
plans were not designed to offer broader benefits and could experience unexpected 
adverse selection due to enrollment of groups that are described in SSA 1937(a)(2)(B).  


 
• End no later than December 31, 2016.  Starting in 2017, State Innovation Waiver 


authority begins which could allow a range of State-designed initiatives. 
 
In addition, a state may increase the opportunity for a successful demonstration by choosing to 
target within the new adult group individuals with income between 100 and 133 percent of FPL.  
Medicaid allows for additional cost-sharing flexibility for populations with incomes above 100 
percent of FPL; this population is more likely to be subject to churning and would be eligible for 
advance premium tax credits and Marketplace coverage if a state did not expand Medicaid to 133 
percent of FPL.   
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The Medicaid expansion is touted by proponents of Obamacare as a “no-brainer [1].” While it
is true that some states may see projected savings, it is erroneous to claim that this
experience applies to every state.


Proponents predict that by expanding Medicaid states will be able to reduce payments to
health care providers, such as hospitals, for uncompensated care. As a matter of fact,
nationally, the opposite is true:


40 of 50 states are projected to see increases in costs due to the Medicaid expansion.
The majority of states see costs exceed savings when the federal match rate is
lowered after the first three years. From there, state costs continue to climb, dwarfing
any projected savings.
State savings are concentrated in large states. New York is estimated to see $33
billion in savings, while Massachusetts is estimated to save $6 billion over 10 years.
Because of the design of their current programs, these states have a unique
opportunity to restructure their programs and transfer significant cost to the federal
ledger. (continues below chart)



http://blog.heritage.org/2013/03/05/obamacare-medicaid-expansion-state-by-state-charts/print/#comments_controls

http://decaturdaily.com/stories/Alabama-debating-Medicaid-expansion,114244
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[2]


Of course, even these savings are highly speculative. They assume that uncompensated care
costs actually decrease under a Medicaid expansion. Analysis of other states shows that this


is not always the case. In fact, in Maine, uncompensated care continued to grow [3].



http://blog.heritage.org/wp-content/uploads/CP-medicaid-expansion-NY-winner-total.jpg

http://www.flsenate.gov/PublishedContent/Committees/2012-2014/SPPA/MeetingRecords/MeetingPacket_2026.pdf
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Furthermore, the assumed reductions in state supplemental payments to providers for
uncompensated care are conditional on state lawmakers enacting explicit payment cuts.
Depending on policies adopted by state lawmakers, those reductions could be higher or
lower—or even zero—if a state does not enact payment cuts.


As Heritage analyst Ed Haislmaier [4] points out:


Under Obamacare, it is even more implausible to assume states would be able
to cut uncompensated care funding. That’s because any state payment cuts
would have to be imposed on top of Obamacare’s federal payment cuts.
Obamacare cuts federal Medicaid “Disproportionate Share Hospital” (DSH)
funding by $18.1 billion and Medicare DSH funding by $22.1 billion over the
years 2014–2020.


Therefore, Haislmaier predicts, “governors and state legislators should expect their state’s
hospitals and clinics to lobby them for more—not less—state funding to replace cuts in
federal DSH payments.”


The Medicaid expansion represents a massive increase in federal and state spending.
Although some claim that states could experience savings, it is clear that this is the
exception, not the rule. Expanding Medicaid will ultimately cost states in the long run.


See the breakdown for each of the 50 states and the District of Columbia here:


Download all the charts here. [56]


Methodology


A Kaiser Foundation/Urban Institute study from November 2012 projected the cost and


coverage effects of the Medicaid expansion [57] over the first nine years (2014–2022). Of
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particular interest to state lawmakers are the study’s projected changes in state
expenditures associated with each state adopting the Medicaid expansion. However, the
Kaiser/Urban study reports only the net effects for each state on a cumulative basis.


The Heritage microsimulation model was used to replicate the Kaiser/Urban study—applying
the same assumptions and using the same data sources—but reported the results in
disaggregated form.


Consistent with the Kaiser/Urban methodology:


Growth paths are estimated contingent on model-estimated enrollment growth for all
50 states. These growth paths are then benchmarked to the Urban/Kaiser aggregate
results.
We model that adults between 100 percent and 138 percent of the federal poverty
level already enrolled in Medicaid as part of an optional population are funded by the
enhanced federal match rates for the expansion population. Additionally, states that
currently provide limited Medicaid benefits to adults in the same income range also
receive the expansion match rates for providing full Medicaid coverage to those adults.
As a result of these assumptions, states with already low uninsured rates among the
expansion population are projected to be “winners” under the Medicaid expansion.
We apply to state supplemental payments to providers for uncompensated care the
Kaiser/Urban assumptions that state funding accounts for 30 percent of total funding
and that state funding is eventually reduced by one-third.


It is important to note that the assumed reductions in state supplemental payments to
providers for uncompensated care are not automatic but are conditional on state lawmakers
enacting explicit payment cuts.


The estimates also do not reflect the fact that many states could achieve additional savings
by reducing Medicaid income eligibility for adults to federally mandated minimum levels, thus
making the affected individuals eligible instead for federally subsidized exchange coverage.


Both provider payment cuts and changes to income eligibility require separate policy
decisions by state lawmakers. Furthermore, state lawmakers could make changes to either
or both policies regardless of whether they elect to implement the Medicaid expansion.


Like the Urban Institute’s Health Insurance Policy Simulation Model, which was used to
produce the original study, Heritage’s microsimulation model is comprised of data from the
Current Population Survey and Medical Expenditure Panel Survey.
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SUMMARY 	


The Medicaid consensus forecast team estimates surplus General Fund in FY 2013 of $40.9 million and $1.8 
million in FY 2014.  For the Children’s Health Insurance Program, consensus forecast estimates General Fund 
surplus in FY 2013 of $3.8 million and a cost of $1.5 million in FY 2014.  The Legislature may want to include 
these estimates in the base budgets for FY 2013 and FY 2014.  These estimates do not include any funding for 
state administration or any optional provider inflation.  The 2011‐2012 consensus process helped save the State 
from appropriating an additional General Fund of $13 million for FY 2012 during the 2012 General Session for 
medical services in Medicaid. 


DISCUSSION 	AND 	ANALYSIS 	


Below is a summary of the consensus General Fund mandatory cost estimates for FY 2013 & FY 2014:  


FY 2013 FY 2014 FY 2013 FY 2014
Baseline Caseload  $   (40.9)  $   (21.2)  $     (3.8)  $     (0.8)
Federal Health Care Reform  $        -    $    19.4  $        -    $      2.3 
Total in Millions  $   (40.9)  $     (1.8)  $     (3.8)  $      1.5 


Medicaid CHIPConsensus General Fund 
Estimates (Surplus)/Cost


 


Medicaid	–	What	is	Included	in	Consensus	for	Mandatory	Costs?	


The Medicaid forecast team (Legislative Fiscal Analyst, Governor’s Office of Planning and Budget, and the 
Department of Health) forecast a reduction in mandatory costs of $40.9 million in FY 2013 and $1.8 million in 
FY 2014.  This forecast includes the following components: baseline caseload costs and impacts from federal 
health care reform.  Each of these items has a more detailed discussion here below: 


1. Baseline caseload includes the following additional costs/savings (all items are for FY 2014 unless 
specifically noted otherwise): 


a. Baseline change in caseloads and cost per member per month – estimated increase of 5,900 or 
2% clients in FY 2013 and 3,000 or 1% in FY 2014.  A utilization increase of 3% in FY 2013.  
Caseload and per member per month changes represent the majority of all cost estimates.   


b. Forced provider inflation of $6.8 million – this includes cost increases over which the state has no 
control due to federal regulation or has opted not to exercise more state control over cost 
increases.  About 95% of the increases come from the following four areas (listed in order of 
size): accountable care organization contracts, pharmacy drug reimbursement, Clawback 
payments to the federal government, and Medicare buy‐in program.  This is the first year that 
forced provider inflation was included in consensus forecasting.  The consensus cost estimate is 
$0.5 million less General Fund than the agency’s original estimate due to a caseload cost forecast 
that came in below FY 2013 appropriated levels.   


c. Federal medical assistance percentage favorable change of 0.2% for a savings of about $2.7 
million. 


d. Preferred Drug List additional projected savings of $1.4 million.   
e. A 2% State‐funded increase in physician rates now to be paid by the federal government for a 


savings of $0.8 million.   
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f. Additional $2.5 million in FY 2013 for funding of costs for the run out associated with change to 
accountable care organizations in January 2013 


2. Costs to Medicaid from federal health care reform – The consensus group estimates $19.4 million in 
General Fund costs to Medicaid for FY 2014.  The following is a list of the areas with potential costs to 
the state in Medicaid from federal health care reform: 


a. Currently eligible but not enrolled individuals signing up for Medicaid – with changes to how 
some people apply for health insurance, this will likely increase the number of individuals who 
sign up for Medicaid.  For example, all individuals who apply for tax credits to help pay for health 
insurance must first be determined ineligible for Medicaid.   


b. Income determination to be based on modified adjusted gross income – this may result in less 
people denied services and less incomplete applications for Medicaid.    


c. Asset Test Elimination for adults and pregnant clients. 
d. Medicaid must cover youth for whom foster care was discontinued at age 18 or older until they 


are age 26. Utah currently covers up to age 21.  The Department of Human Services estimates 
that we have about 1,900 Utah foster care graduates under age 26.  The Department of 
Workforce Services estimates about 400 of those are currently served by Medicaid.   


e. Children must be eligible to receive hospice services, which Utah Medicaid does not currently 
cover.   


Why	Did	FY	2012	Have	$27.4	Million	in	Unspent	General	Fund	in	Medicaid?	


Medicaid ended FY 2012 with $27.4 million in unspent General Fund.  The unexpected unspent balance was 
$19.1 million or 5% as $4.5 million was part of HB 272 (Menlove) Pilot Program for Autism Spectrum Disorders 
Services from the 2012 General Session and the federal government charged the state $3.8 million less than 
originally planned.  The $19.1 million or 5% unexpected surplus is 1.4% due to caseload and 3.6% due to per 
member per month (PMPM) cost estimates.  The consensus forecast estimated an average monthly client 
enrollment of 294,003 in FY 2012.  FY 2012 saw 290,046 average monthly client enrollment.  Below is how the 
difference compared by subcategory:     


PMPM Clients PMPM Clients PMPM Clients
Adult 75$    25,974 107$  26,004 (32)$      -30
Aged 695$  11,385 268$ 11,536 426$     -151
Blind/Disabled 230$  31,963 315$  32,013 (84)$      -50
Child 47$    120,626 59$   123,688 (12)$     -3,062
Molina 53$    59,553 67$    60,320 (14)$      -767
Primary Care Network 26$    14,564 33$   14,003 (7)$       561
Pregnant 383$  4,176 506$ 4,178 (123)$   -2
Qualified Medicare 
Beneficiaries


71$    21,804 84$    22,262 (13)$      -458


Average Monthly 
Clients


290,046 294,003 -3,957


Subcategory
FY12 Actual FY12 Consensus Actual - Consensus


 


The 2012 General Session was the first year for consensus forecasting for Medicaid and Children’s Health 
Insurance Program and saved the State $13 million General Fund in FY 2012 when compared to the original 
building block request for Medicaid.   
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Medicaid Caseload Cost 
Estimate (General Fund)


FY 2012
Higher/(Lower) 
Than Building 


Block
Building Block from Health  $       48 $                      -   
October 2011 Consensus  $       44  $                     (4)
February 2012 Consensus  $       35  $                   (13)


 


Will	FY	2013	Be	Closer	Than	the	5%	Error	Rate	from	FY	2012?			


There are several reasons to be hopeful that the consensus cost estimate for FY 2013 will be closer than the 5% 
error rate from FY 2012.  These reasons include more clients in capitated care and a broader base for estimating 
per member per month costs.  Effective January 2013, the number of Medicaid clients served by a capitated 
care contract will triple (from 20% to about 60% of all clients).  This means that the per member per month cost 
per client will be a known factor as it will be a contracted monthly rate.  If the consensus group correctly 
estimates client enrollment, then total cost would be 100% accurate.   For the 40% of clients that will not be 
served by a capitated care contract, the consensus group will use 12 months of actual expenditures to forecast 
future costs.  Previously in February 2012, the consensus group used the most recent seven months to estimate 
future costs.  This broader base to forecast expenditures should better account for seasonal variations in 
spending.   


Children’s	Health	Insurance	Program	(CHIP)	–	What	is	Included	in	Consensus?	


The consensus team estimates a General Fund surplus of $3.8 million in FY 2013 and a cost of $1.5 million in 
FY 2014.  The consensus for CHIP includes the following components:   


1. Baseline costs – assumes a change in enrollment and a change in the cost per member per month.  The 
consensus team estimates a 1.1% or 430 decrease in enrollment and a 1.2% increase in per member per 
month costs for FY 2013.  For FY 2014 these same changes are increases of 1.4% or 510 and 4% 
respectively.   


2. Costs from federal health care reform ‐ the following is a list of the areas with costs to the state in the 
Children’s Health Insurance Program: 


 Shift of about 66% or 25,460 of CHIP children onto Medicaid due to the elimination of the asset test 
for children ages 6 to 18.  These children newly shifted onto Medicaid will cost the state $1.8 million 
more General Fund in FY 2014 due to Medicaid’s richer benefit package.   


 2,850 currently eligible but not enrolled individuals signing up for CHIP at a cost of $0.5 million 
General Fund.   


Why	Consensus	Forecasting	for	Medicaid?	


When arriving at final point estimates for tax revenue projections, economists from the Legislative Fiscal 
Analysts Office, the Governor’s Office of Planning and Budget, and the State Tax Commission compare numbers 
and attempt to reach a consensus. The details of each projection are examined and critiqued against the other 
offices’ numbers. By comparing competing forecasts, all involved parties attempt to flush out any errors or left 
out factors. These same reasons apply to Medicaid. From June 2000 to June 2012, Utah Medicaid grew from 
121,300 clients to 252,600 clients, an increase of 108%. Over the same period, the percentage of the State’s 
population on Medicaid grew from 5.4% to 8.8%. 


Officially, Medicaid is an "optional" program, one that a state can elect to offer. However, if a state offers the 
program, it must abide by strict federal regulations. As Utah has, to this point, chose to offer Medicaid, it has 
established an entitlement program for qualified individuals. That is, anyone who meets specific eligibility 
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criteria is "entitled" to Medicaid services. An accurate forecast is essential to adequately funding that 
entitlement. 


Additional	Resources	


 Medicaid Consensus Forecasting Issue Brief from the 2011 Interim 
http://le.utah.gov/interim/2011/pdf/00002030.pdf  


 Kaiser Summary of Federal Health Care Reform http://le.utah.gov/interim/2012/pdf/00002141.pdf  


RECOMMENDATIONS 	


In some years the Legislature has opted to address Medicaid costs in the base budget.   The Legislature may 
want to consider this option with the estimates contained in this brief.   If so there are estimated General Fund 
surpluses in Medicaid of $40.9 million in FY 2013 and $1.8 million in FY 2014.  These estimates do not include 
any funding for state administration or any optional provider inflation.   
	












Short Title: Medicaid Amendments


Fiscal Note H.B. 153


Sponsor: Chavez-Houck, R. 2013 General Session


Enacting this bill could increase total costs for Medicaid by an estimated $245 million in FY 2014 and 


$521 million in FY 2015.  By FY 2021 the total cost increase could be around $700 million.  In fiscal 


years FY 2014 through FY 2016, federal funding will cover these cost increases and reduce the State's 


share of costs.  By FY 2021 the bill's General Fund cost could be an estimated $60 million. 


The bill deposits the General Fund cost share decrease of $4,549,200 in FY 2014 and $13,024,700 in 


FY 2015 and FY 2016 into the Medicaid Growth Reduction and Budget Stabilization Account.  The bill 


would also reduce the Education Fund's cost share by $222,000 in FY 2014 and $444,000 ongoing 


beginning in FY 2015.  Finally, the bill would reduce the cost share born by restricted funds by 


$1,219,600 in FY 2014 and $2,439,100 ongoing beginning in FY 2015.


State Government (UCA 36-12-13(2)(b))


FY 2013 FY 2014 FY 2015State Budget Detail Table


Expenditure:


$0 $4,549,200General Fund $13,024,700


$0 ($13,024,700)General Fund ($13,024,700)


$0 $8,475,500General Fund, One-Time $0


$0 ($444,000)Education Fund ($444,000)


$0 $222,000Education Fund, One-Time $0


$0 $246,749,400Federal Funds $523,972,800


$0 ($1,219,600)Restricted Funds ($2,439,100)


Total Expenditure $0 $245,307,800 $521,089,700


Revenue:


$0 $246,749,400Federal Funds $523,972,800


$0 $4,549,200Restricted Funds $13,024,700


Total Revenue $0 $251,298,600 $536,997,500


Net Impact, All Funds (Rev.-Exp.) $0 $5,990,800 $15,907,800


Net Impact, General/Education Funds $0 $222,000 $444,000
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Short Title: Medicaid Amendments


Fiscal Note H.B. 153


Sponsor: Chavez-Houck, R. 2013 General Session


State of Utah, Office of the Legislative Fiscal Analyst2/27/2013, 01:37 PM, Lead Analyst: Frandsen, R./Attorney: CJD


Local government mental health and substance abuse services will be replaced for 10,600 individuals 


with full Medicaid coverage at a higher federal match rate which generates General Fund savings of 


about $2,000,000 one-time in FY 2014 and $4,000,000 ongoing for FY 2015 and FY 2016. These 


savings then decline annually beginning in FY 2017 to about $2,800,000 by FY 2021. County 


governments will also see savings for newly eligible inmates for Medicaid to cover some inpatient 


hospital medical costs.


Local Governments (UCA 36-12-13(2)(c))


Medicaid spending will increase by up to $248.0 million for 131,500 individuals in FY 2014 and spending 


will increase to $732.4 million for 160,100 people by FY 2021.


Direct Expenditures by Utah Residents and Businesses (UCA 36-12-13(2)(d))


Required from Health by 3/4/2013Performance Note (JR 4-2-404):
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Utah's Economy Will Benefit from Expanding Medicaid


Utah is facing an important decision: whether or not to accept 
federal dollars to provide health insurance to many uninsured 
state residents through Medicaid. This decision will have 


profound implications for the hundreds of thousands of Utahns who 
stand to gain health coverage if the state participates in the Affordable 
Care Act’s Medicaid expansion. But it will also affect the entire state. 
With the expansion, new federal funds—millions of dollars—become 
available. These funds would stimulate Utah’s economy and support 
thousands of jobs. This report looks at the potential impact of a 
Medicaid expansion on jobs and economic activity in Utah.


Introduction
Beginning in January 2014, Utah will have an unprecedented opportunity to 
give an estimated 190,000 currently uninsured, low-income Utahns access to 
affordable health care.1 Virtually all of the costs of that care would be paid 
by the federal government, not the state.2 However, for that to happen, the 
state must affirmatively decide to participate in the Affordable Care Act’s 
Medicaid expansion. (For a discussion of Utah’s choice, see “Medicaid and 
the Medicaid Expansion” on page 11.)


The Medicaid expansion will do more than give many Utahns an opportunity 
to gain health coverage: It will provided needed economic stimulus to the 
state. The federal government pays for 70 percent of the current Medicaid 
program in Utah, with the state paying the rest of the cost.3 For the 
expansion, federal funding is even more generous. The federal government 
will pay all the costs of the expanded coverage for the first three years, 
2014 through 2016. The federal share will then gradually fall to 90 percent 
in 2020, and it will stay at that level thereafter. If Utah opts to take up the 
Medicaid expansion, substantial new federal funds will come into the state 
over the next 10 years.4 


This influx of new dollars will have a significant impact on the state’s 
economy. 







How the Medicaid Expansion Creates Jobs and Economic Growth
New federal dollars have a positive effect on a state’s overall economic activity and job 
availability. This effect is both direct and indirect.


In the case of Medicaid, the program makes payments to health care providers, such as 
hospitals, physicians’ offices, and pharmacists. These payments have a direct effect on the 
economy by paying for health-related goods and services and by supporting health care 
jobs in the state. These dollars also have an indirect effect by triggering successive rounds 
of purchasing as they continue to circulate through the economy. In that way, they create 
earnings and jobs for people who are not directly—or even indirectly—associated with 
health care. 


For example, a hospital may spend a portion of its revenue on facility upgrades that 
employ large numbers of local construction workers. Similarly, health sector employees 
will spend their income on all kinds of products and services, such as dining at local 
restaurants or purchasing new cars. This, in turn, increases the earnings of local 
restaurants or car dealerships, which adds to the income of the employees in those 
businesses, and so on. This ripple effect of new money flowing through a state’s economy 
is called the economic multiplier effect.


The magnitude of the multiplier effect of new federal Medicaid dollars flowing into a 
state varies from state to state. It depends on a variety of factors, including the economic 
conditions in the state, the mix of businesses and industries, state demographics, and 
wage and salary levels. Families USA contracted with the Regional Economic Model, Inc. 
(REMI) to produce a macroeconomic model that could simulate the impact of increased 
federal Medicaid funds on Utah’s economy. (See “Measuring the Multiplier Effect” on page 
12 for a more detailed discussion of the REMI model.) 


The model simulates the potential impact in the state in 2016. Although the Medicaid 
expansion will be available to states starting in 2014, it inevitably takes time for 
enrollment to reach a level that reveals the program’s full economic impact. This 
is particularly true for programs like Medicaid that target low-income individuals.5 
Therefore, we selected 2016 as the basis for the analysis. In 2016, projected enrollment in 
the expansion will be higher than at the program’s outset, allowing us to better capture 
the expansion’s potential impact on jobs and economic growth. The projections are based 
on the assumption that Utah takes up the expansion starting in 2014. 
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The REMI model did not assume that any other states take up the Medicaid expansion. 
If other states do, the additional economic activity and jobs created in Utah would be 
greater, because the state would benefit from the increased economic activity of its state 
trading partners. The model did assume that some of the federal funds the state receives 
for the Medicaid expansion would be used to pay health care providers in neighboring 
states who treat Utahns enrolled in Medicaid. If more care is delivered in state than we 
assumed, the additional economic activity and jobs created in the state would be greater. 


Other researchers may use different assumptions and/or methodologies, and thus are 
likely to produce different results. Nonetheless, the bottom line remains the same: 
Expanding Medicaid supports job growth. (A full Methodology is available upon request 
from Families USA.) 


Findings
The Medicaid Expansion, Jobs, and Economic Activity in Utah
Assuming that the state takes up the Medicaid expansion in 2014, in 2016, Utah 
would receive an additional $459 million in federal Medicaid funds.6 As noted above, 
we assumed that some of that money would be used to pay health care providers in 
neighboring states who treat Utahns enrolled in Medicaid. Therefore, an estimated $365 
million would be spent on health care delivered in Utah.7 


The addition of that $365 million in health care spending to the state’s economy would 
have a significant effect on jobs and economic activity throughout the state.


�� Supporting a Significant Number of New Jobs 
In 2016, the new federal dollars would support approximately 5,900 new jobs across 
all sectors of Utah’s economy, a 0.32 percent increase over the number of current 
jobs in the state.8 This is not limited to health care jobs. Because of the multiplier 
effect (described above), jobs would be created in a wide range of business sectors 
throughout the state (see the Discussion).


�� Increased Economic Activity
The increased federal funding and jobs created are projected to increase economic 
activity in Utah by $670 million in 2016. 
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Rank Employer Number of Employees


1 Ear, Nose, and Throat Clinic, Salt Lake City 5,000
2 University of Utah Health Care 4,500
3 Discover Financial Services 4,000
4 C.R. England, Inc. 3,300
5 Dixie Regional Medical Center 3,000


Five Largest Employers in Utah, 2011


Source:  U.S. Department of Labor (DoL), Employment and Training Administration, 
Career One Stop, State Profile, Labor Market Information, Largest Employers, available 
online at http://www.careerinfonet.org/State_Intro.asp?id=11,&nodeid=11. When large 
corporations have multiple sites (e.g., chain stores like Wal-Mart), DoL treats each site as 
a separate entity. Reported numbers are rounded to the nearest hundred employees


Discussion
To help put into context the number of new jobs that the Medicaid expansion could 
support in 2016, the table below shows the number of employees at the state’s five 
largest employers. It is important to remember that jobs supported by the Medicaid 
expansion would be spread across multiple sectors of the economy, across multiple 
employers, and throughout the state. They would not be limited to health care. A wide 
range of industries across the state would see some benefit.


Jobs Are Just Part of the Picture
The Findings in this report focus on just two major benefits Utah will enjoy if it takes 
up the Affordable Care Act’s Medicaid expansion: jobs growth and increased economic 
activity. However, expanding Medicaid would have wide-ranging benefits across the state 
beyond jobs growth and increased economic activity. We discuss these benefits below. 


�� Reduced State Spending on State-funded health care programs for the Uninsured 
When uninsured people go to the doctor or hospital for medical care, they often can’t 
pay for the full costs of that care. Care that isn’t covered by insurance or paid for by 
patients themselves is called uncompensated care. Right now, states and localities pay for 
about 30 percent of the cost of uncompensated care that is provided to the uninsured.9


By significantly reducing the number of Utahns without health insurance, the Medicaid 
expansion will, in turn, dramatically reduce the amount of uncompensated care in 
the state.10 That will reduce the state’s uncompensated care costs. A recent national 
study estimated that, for Utah, the Medicaid expansion could result in $101 million in 
savings in uncompensated care costs from 2013 to 2022.11
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�� A Stronger health care System
While the state covers a substantial share of uncompensated care costs, hospitals 
absorb an even larger share of those costs.12 According to the American Hospital 
Association, in 2011, U.S. hospitals absorbed $41.1 billion in costs for caring for the 
uninsured and underinsured.13 These costs place a financial strain on hospitals and 
other health care providers. 


By increasing the number of residents with health insurance, expanding Medicaid 
would reduce the uncompensated care costs that hospitals shoulder. That would 
strengthen the health care system for everyone in the state. 


�� Reducing costs that Are passed on to consumers and Businesses
Uncompensated care also ends up raising health care costs for those with insurance. 
While the state and hospitals absorb much of the cost of uncompensated care, some 
of those costs are passed on in the form of higher charges for people who do have 
insurance. This increases the costs borne by insurance companies, which then cover 
those higher costs by raising insurance premiums for businesses and families. In 2008, 
the costs of uncompensated care increased family health insurance premiums by an 
estimated $1,017.14 That is a cost that everyone who has insurance pays.


By reducing the number of people in Utah without insurance, expanding Medicaid will 
lower the costs that are passed on to insured Utahns and to Utah businesses. 


�� Increasing State Revenue
By increasing jobs and economic activity in the state, the Medicaid expansion can help 
boost state revenue. How it will boost state revenue and by how much will depend on 
each state’s specific tax structure. 


As an example, more economic activity can mean more sales tax revenue for the state 
or localities. More jobs in the state mean that more people are employed, and it 
can also lead to higher family incomes. Both can increase state income tax revenue. 
This increased revenue, which can be estimated using economic modeling, could be 
substantial and could help offset the state’s cost for a Medicaid expansion. 


�� healthier, More productive Residents
Most importantly in evaluating whether to expand Medicaid, Utah should consider the 
effect on the health and well-being of its residents. 


First and foremost, expanding Medicaid will give more than 100,000 low-income Utahns 
access to affordable health coverage. Medicaid coverage has been shown to improve 
people’s health status and financial security.15 That means a healthier population. It 
also means a healthier workforce. A large portion of those estimated to gain coverage 
through the Medicaid expansion will be working.16 They may be in jobs that do not offer 
health insurance, they may be working as contractors rather than employees, or they may 
be working part-time. 
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Costs Should Be Viewed in Light of Benefits
States have argued that implementing the Medicaid expansion will increase their costs. 
While there will be some costs for states, they may not be as large as states believe. 
Furthermore, there are offsetting savings in addition to increased state revenue, 
discussed above, that can help mitigate the costs. 


In terms of costs, there will be an incremental increase in administrative costs if the state 
expands Medicaid. Also, some individuals who are eligible for Medicaid but not enrolled 
may be encouraged to enroll when they hear about the Medicaid expansion. That will 
increase the state’s costs in its existing Medicaid program. Finally, starting in 2017, 
the state will have to begin picking up a small percentage of the costs of covering the 
expansion population. 


On the other hand, many of these costs will be incurred whether the state expands Medicaid 
or not. Because the Affordable Care Act changes the way states calculate income for 
Medicaid eligibility, states will have to make some administrative changes to their Medicaid 
program even if they do not expand.17 Because health care will be in the news in 2014 
when the Affordable Care Act is fully implemented, the state can expect some increased 
enrollment in its existing Medicaid program—even if it does not expand Medicaid.18  


Moreover, by reducing the number of 
residents without insurance, states will see 
savings in many areas where they currently 
bear the costs, such as the cost of operating 
a pool to cover uncompensated care, the 
cost of special state programs to provide 
coverage to the uninsured or the mentally 
ill, or the cost of other state-funded public 
health services. 


It is incumbent upon every state to conduct 
a thorough financial analysis that looks not 
only at the costs that the state will incur, 
but that also considers all of the benefits of 
the expansion and potential state savings. 


�� A Fair Accounting of State Costs for the 
Medicaid Expansion, available online 
at http://familiesusa2.org/assets/pdfs/
medicaid-expansion/State-Costs.pdf, 
outlines how states should evaluate 
potential costs.


�� Assessing State Costs for the Medicaid 
Expansion: A Checklist, on page 8 and 
available online at http://familiesusa2.
org/assets/pdfs/medicaid-expansion/
State-Costs-Checklist.pdf, lays out 
in greater detail the components 
that states should consider in such a 
comprehensive analysis.


iFor More Information
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What If Utah Doesn’t Expand Medicaid?
If Utah refuses to expand Medicaid, it will still incur some increased costs (as outlined 
above), but it will lose out on substantial benefits for Utahns. 


The state will be leaving substantial federal dollars on the table. As discussed in the 
Findings, that money would stimulate the state’s economy, increase state revenue, and 
help residents throughout the state. 


Without Medicaid expansion, many of Utah’s lowest-income residents would remain 
uninsured. Families with incomes above the federal poverty level will be able to purchase 
insurance through the new health insurance marketplaces (“exchanges”) that were 
created by the Affordable Care Act, and they will receive tax credits to help defray the 
costs of their premiums (although those policies, even with tax credits to help defray 
the cost, will not be as affordable as Medicaid for these low-income Utahns). However, 
families with incomes below the federal poverty level can buy policies through the 
exchanges, but they are not eligible for tax credits, so they will have to pay the full cost 
of the premiums. Cruelly, if Utah does not expand Medicaid, many of the lowest-income, 
most vulnerable residents will be left with no coverage to pay their health care bills.


Conclusion
The Medicaid expansion gives the leadership of every state the opportunity to expand 
health coverage for their residents while taking advantage of generous federal funding 
that will support jobs and economic growth throughout the state. If Utah takes up the 
Medicaid expansion in 2014, in 2016, an estimated $365 million would be spent on health 
care delivered in the state. The addition of that money to the state’s economy would 
support approximately 5,900 new jobs and increase economic activity in Utah by $670 
million. 


The benefits of the expansion will extend even further, from reductions in state spending 
on uncompensated care to improved financial health for state hospitals. To take advantage 
of those benefits, however, state leaders must choose to expand Medicaid. If the state 
doesn’t do that, it will still see some increased costs in its existing Medicaid program, 
many of its residents will lose an opportunity to gain health insurance, and state residents 
and businesses will miss out on the positive economic effects that increased federal 
Medicaid funding would have on the state’s economy and job market. 


Whether Utah reaps the benefits of the Medicaid expansion or not is up to its political 
leaders. 
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Assessing State Costs for the 
Medicaid Expansion: A Checklist


States face a pivotal choice: Should they expand health coverage through Medicaid 
or not? As state leaders weigh the available options, they need a comprehensive and 
accurate picture of the impact of their actions. 


Though national estimates of the impact can be helpful, at the end of the day, the depth 
of the impact will depend on state-level specifics. State-specific analyses should take as 
much care to estimate potential sources of savings—and potential increases in revenue—
as they do to estimate the costs. 


Below is a brief checklist advocates can use to measure the adequacy of financial impact 
analyses of the Medicaid expansion in their state. 


Potential Costs 
While there are costs associated with expanding Medicaid, it is important to make sure 
that fiscal analyses do not overestimate those costs. State-specific analyses of a Medicaid 
expansion should be based on realistic assumptions about enrollment, costs per new 
enrollee, and any new administrative costs associated with the expansion. 


 √ Cost of covering the newly eligible population


 √ Cost of covering people who are currently eligible but not enrolled


 √ Administrative costs


For more information on how to make sure your state is fairly accounting for the costs of 
a Medicaid expansion, see Families USA’s A Fair Accounting of State Costs for the Medicaid 
Expansion, available online at http://www.familiesusa2.org/assets/pdfs/medicaid-expansion/
State-Costs.pdf. 


Potential Savings
Reduction in State Programs for the Uninsured
Many states provide care to the uninsured through a number of programs and services, 
and these programs cost money. If a state chooses to expand Medicaid, most of the 
individuals who receive care through these programs will enroll in coverage. This could 
generate savings in a variety of state-funded programs. 


 √ Uncompensated care pools 


 √ State mental health spending


 √ State substance abuse spending


 √ State spending on public health services


 √ Other coverage programs for the uninsured funded solely by states
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Transitioning Existing Medicaid Populations to Expansion Coverage
Some people who are covered through select programs in a state’s existing Medicaid 
system might actually be eligible for coverage in the Medicaid expansion. In many cases, 
that will mean that they can receive more comprehensive or uninterrupted Medicaid 
coverage. It will also mean that the federal government will pay a substantially higher 
percentage of their Medicaid costs.


 √ Adults currently enrolled through a Medicaid waiver that provides a limited 
benefit package


 √ People covered through a disease-specific category (e.g., breast or cervical 
cancer)


 √ People covered through a service-specific category (e.g., through a family 
planning services waiver)


 √ “Medically needy” beneficiaries who qualify for Medicaid only after incurring 
significant medical costs that “spend down” their income to a certain level


 √ Pregnant women who receive coverage for services related to maternity care 
only


 √ State spending on hospital inpatient costs for prisoners who might be eligible 
for Medicaid coverage for care received outside of the prison setting


Potential Revenue
Many states collect revenue associated with the provision of health care services or health 
insurance. If a state expands Medicaid, provider and payer revenue will increase. Expanding 
Medicaid will also increase economic activity within the state and generate new jobs for 
residents. All of these effects could translate to higher tax revenue for the state.


Increased Revenue from Health Care-Specific Taxes


 √ Provider taxes


 √ Insurer taxes


 √ General business taxes on higher corporate income resulting from increased 
insurance coverage 


Increased Revenue from Taxes as a Result of General Increased Economic 
Activity and Job Growth


 √ State income taxes


 √ Sales taxes
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Other Resources 
Here is a list of helpful resources to turn to for further discussion of how to design and 
execute a comprehensive state fiscal analysis of the Medicaid expansion in your state:


State Health Reform Assistance Network, Medicaid Expansion: Framing and Planning a 
Financial Impact Analysis (Princeton, New Jersey: State Health Reform Assistance Network, 
September 2012), available online at http://www.rwjf.org/content/dam/farm/reports/
issue_briefs/2012/rwjf401389.


Stan Dorn, Considerations in Assessing State-Specific Fiscal Effects of the ACA’s Medicaid 
Expansion (Washington: The Urban Institute Health Policy Center, August 2012), available 
online at http://www.urban.org/UploadedPDF/412628-Considerations-in-Assessing-State-
Specific-Fiscal-Effects-of-the-ACAs-Medicaid-Expansion.pdf.  


Center on Budget and Policy Priorities, Guidance on Analyzing and Estimating the Cost of 
Expanding Medicaid (Washington: Center on Budget and Policy Priorities, August 9, 2012), 
available online at http://www.cbpp.org/files/CBPP-memo-on-medicaid-expansion-costs.pdf. 


John Holohan, Matthew Buettgens, Caitlin Carroll, and Stan Dorn, The Cost and Coverage 
Implications of the ACA Medicaid Expansion: National and State-by-State Analysis (Washington: 
The Urban Institute and the Kaiser Commission on Medicaid and the Uninsured, 
November 2012), available online at http://www.kff.org/medicaid/upload/8384.pdf. 



http://www.rwjf.org/content/dam/farm/reports/issue_briefs/2012/rwjf401389

http://www.rwjf.org/content/dam/farm/reports/issue_briefs/2012/rwjf401389

http://www.urban.org/UploadedPDF/412628-Considerations-in-Assessing-State-Specific-Fiscal-Effects-of-the-ACAs-Medicaid-Expansion.pdf

http://www.urban.org/UploadedPDF/412628-Considerations-in-Assessing-State-Specific-Fiscal-Effects-of-the-ACAs-Medicaid-Expansion.pdf

http://www.cbpp.org/files/CBPP-memo-on-medicaid-expansion-costs.pdf

http://www.kff.org/medicaid/upload/8384.pdf





Medicaid and the Medicaid Expansion
Medicaid, the health insurance program 
for low-income people, is jointly funded 
by the federal government and the 
states, with the federal government 
matching what each state spends. The 
federal matching rate varies by state. In 
2012, the federal government paid from 
50 percent to just over 74 percent of 
state Medicaid costs. 


The federal government requires that 
state Medicaid programs follow certain 
broad requirements, but within those 
requirements, states have significant 
latitude to set eligibility and benefit 
levels. Eligibility for certain groups, 
specifically parents and adults without 
dependent children, varies widely from 
state to state. As a result, in most states, 
Medicaid has left out many low-income 
people. For example, the vast majority 
of states do not offer Medicaid coverage 
to adults without dependent children no 
matter how low their income.


When signed into law, the Affordable 
Care Act included a requirement that 
all states expand Medicaid eligibility 
to 133 percent of the federal poverty 
level. (Note that the law requires states 
to “disregard,” or not count, 5 percent 
of each applicant’s income, making the 
effective income limit for Medicaid under 
the expansion 138 percent of poverty, 
or about $26,300 for a family of three 
in 2012). States that didn’t expand 
Medicaid faced the penalty of losing all 


their Medicaid funding. To make it easy 
for states to expand, under the law, the 
federal government will pay virtually 
all of the costs of the expansion: 100 
percent from 2014 through 2016, with 
the federal share gradually falling to 90 
percent in 2020, where it stays. 


Several states challenged the 
constitutionality of the Affordable 
Care Act’s Medicaid expansion, and 
that challenge went all the way to 
the Supreme Court. In June 2012, the 
Supreme Court upheld the Medicaid 
expansion as constitutional, but it 
struck down the penalty (loss of all 
Medicaid funding) for states that do not 
expand the program. As a result of that 
decision, states can reject the Medicaid 
expansion without the risk of any penalty 
to their existing Medicaid programs. 
However, because the generous federal 
funding for the expansion remains the 
same, they would be passing up the 
opportunity to extend health coverage 
to more residents at very little cost to 
the state. (The Supreme Court decision 
is National Federation of Independent 
Business v. Sebelius, 567 U.S.—, Slip Ops. 
No. 11-393 and 11-398, June 28, 2012. 
For a discussion of the opinion, see 
Families USA, The Supreme Court Decision: 
What It Means for Medicaid, available 
online at http://familiesusa2.org/assets/
pdfs/health-reform/The-Court-and-the-
Medicaid-Decision.pdf.)
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Measuring the Multiplier Effect
When new dollars flow into a state, they have a positive effect on economic 
activity and jobs growth. As these new dollars move through a state’s economy, 
they generate successive rounds of spending. Economists call these successive 
rounds of spending “the multiplier effect.” It means that the economic stimulus 
effect of new money entering a state exceeds the value of the dollars that come 
into the state. 


Ultimately, there is a limit to the multiplier effect. The relationship between new 
dollars and increased economic activity is not purely linear: Every new dollar does 
not create the same amount of economic activity. As more dollars flow into the 
state, the ability of the state’s economy to create and meet demand declines. This 
creates “dampers” that slow the rate that the new dollars flow throughout the state 
economy. There are also potential “leakages”—i.e., money that leaves the state 
through trading patterns—that can reduce the multiplier effect. In health care, 
leakage occurs for a variety of reasons. For example, hospitals may purchase medical 
supplies or equipment from out-of-state manufacturers. That can create jobs in the 
state where the manufacturing takes place, but not necessarily in Utah. 


Families USA contracted with the Regional Economic Model, Inc. (REMI) to model 
the impact of the Medicaid expansion. For this analysis, REMI used its 51-Region 
PI+ Model. That model includes 70 industry sectors and 51 regions (50 states 
plus the District of Columbia). The model takes into consideration the specifics 
of each state’s economy in forecasting the effect of policy changes in each state. 
It also takes into consideration the specific effect of economic dampers and 
leakages across all 50 states. Factoring in “dampers” is particularly important in 
situations like the Medicaid expansion, where the amount of new money flowing 
into a state is especially large. 


For this analysis, REMI based its projections on the new federal dollars that would 
come into Utah if the state took up the expansion. It is limited to new federal 
funding that is a direct result of the Medicaid expansion and that would not 
otherwise flow into the state. 


A full Methodology is available upon request. The Methodology provides 
additional information on the REMI model and outlines the assumptions regarding 
Medicaid enrollment, federal funding, and health services utilization that REMI 
used to develop its projections. 
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Endnotes
1 This is the estimated number of uninsured people in the state who would become eligible for Medicaid because of the 
Affordable Care Act’s Medicaid expansion. Genevieve Kenny et al., Making the Medicaid Expansion an ACA Option: How Many 
Low-Income People Could Remain Uninsured? (Washington: The Urban Institute, June 29, 2912), available online at http://www.
urban.org/UploadedPDF/412606-Making-the-Medicaid-Expansion-an-ACA-Option.pdf. Not all who are eligible for Medicaid 
coverage under the expansion will enroll. Participation rates in the current Medicaid program are below 100 percent, in 
some states substantially so. Ben Sommers et al., Understanding Participation Rates in Medicaid: Implications for the Affordable 
Care Act (Washington: Office of the Assistant Secretary for Planning and Evaluation, Department of Health and Human 
Services, March 2012), available online at http://aspe.hhs.gov/health/reports/2012/medicaidtakeup/ib.pdf.
2 To receive the Medicaid expansion’s generous federal funding, the Affordable Care Act requires states to expand Medicaid 
to cover eligible residents with incomes below 133 percent of poverty. The law also requires the state to disregard 5 
percent of income in making eligibility calculations, essentially increasing income eligibility to 138 percent of poverty, or 
$26,344 for a family of three in 2012. In most states, for parents and adults without dependent children, this represents a 
significant expansion of income eligibility. 
3 Kaiser StateHealthFacts.org, Federal Medical Assistance Percentage (FMAP) for Medicaid and Multiplier, available online at http://
statehealthfacts.org/comparetable.jsp?ind=184&cat=4, accessed on December 8, 2012. 
4 John Holahan et al., The Cost and Coverage Implications of the ACA Medicaid Expansion: National and State-by-State Analysis 
(Washington: Kaiser Family Foundation, November 2012), available online at http://www.kff.org/medicaid/upload/8384.pdf. 
The figure is for new Medicaid funding for both the expansion population and the existing Medicaid program from 2013-
2022. 
5 Ben Sommers et al., op. cit.
6 This estimate is based on data developed by the Urban Institute. See John Holahan et al., op. cit.
7 Using the assumption that some care would be provided by out-of-state hospitals, doctors, and other health care 
providers, the REMI model calculated what percent of care would be provided in state and what percent would be provided 
out of state. The model’s calculations are based on multiple factors within the state, including the state’s economy and 
labor markets. See the Methodology for a more detailed discussion of the REMI model. 
8 Throughout this report, the term “jobs” refers to any part-time and full-time-equivalent positions.
9 John Holahan et al., op. cit.
10 Ibid.  
11 John Holahan et al., op. cit. The estimate is based on a model that has all states taking up the Medicaid expansion.
12 Jack Hadley and John Holahan, The Cost of Care for the Uninsured: What Do We Spend, Who Pays, and What Would Full 
Coverage Add to Medical Spending? (Washington: Kaiser Commission on Medicaid and the Uninsured, 2004), available online 
at http://www.kff.org/uninsured/upload/the-cost-of-care-for-the-uninsured-what-do-we-spend-who-pays-and-what-would-full-
coverage-add-to-medical-spending.pdf. 
13 American Hospital Association, Uncompensated Hospital Care Cost Fact Sheet (Washington: American Hospital Association, 
2013), available online at http://www.aha.org/content/13/1-2013-uncompensated-care-fs.pdf. 
14 Families USA (based on data from Milliman, Inc.), Hidden Health Tax: Americans Pay a Premium (Washington: Families USA, 
2009), available online at http://familiesusa2.org/assets/pdfs/hidden-health-tax.pdf. 
15 Families USA, Medicaid’s Success: Good Care (Washington: Families USA, August, 2012), available online at http://
familiesusa2.org/assets/pdfs/medicaid/Medicaid-Is-Good-Care.pdf.
16 In 2008, 57 percent of uninsured adults with a family income below 133 percent of poverty were working. This is the 
population that would gain coverage if the state expanded Medicaid. Karyn Schwartz, Expanding Medicaid under Health 
Reform: A Look at Adults at or below 133% of Poverty (Menlo Park, CA: Kaiser Family Foundation, April 2010), available online 
at http://www.kff.org/healthreform/upload/8052-02.pdf. 
17 The Affordable Care Act requires states to simplify the way they calculate Medicaid income eligibility for many categories 
of residents. This requirement applies whether a state expands its Medicaid program or not. In most cases, this will require 
states to upgrade eligibility and enrollment systems and train staff on new processes. Although federal funding is available 
to help states with this process, there will be some increase in state administrative costs regardless of whether it takes up 
expansion.
18 John Holahan et al., op. cit. This report provides state-by-state estimates of increased enrollment in Medicaid if a state 
does and does not take up the Medicaid expansion.
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What is Medicaid? 


The Utah Medicaid program pays medical bills for people 


 who qualify for a category of Medicaid;  


 who have low income or cannot afford the cost of health care; 


 who have resources (assets) under the federal limit for the category of Medicaid. 


An individual must qualify each month for continued coverage. The monthly income standard varies between 
approximately 55% and 133% of the Federal Poverty Level, depending on category. A person whose income 
exceeds the monthly income limit may be considered for the Medically Needy program.  This program, also referred 
to as the "spenddown" program, allows a person who is otherwise eligible either to pay "excess" monthly income to 
the State of Utah or to accept responsibility for a portion of their monthly medical bills.  


The resource limit varies, depending on the category of Medicaid.  There is no resource limit for newborn children or 
pregnant women. Otherwise, the typical limit is $2,000 for an individual, $3,000 for two persons, with $25.00 added 
for each additional person. 


The Utah Medicaid program is administered jointly by the Utah Department of Health and the Utah Department of 
Workforce Services. Benefits are paid with federal and state funds. 


Utah's Medicaid Programs 


There are many types of Medicaid programs.  Does a child, pregnant woman or adult need help? 


Child:  How old is the child? 


 Child from birth to age six - 'Newborn' 


 Child from six to eighteen - 'Newborn Plus' 


 Children under the age of 18 not eligible due to income - 'Child' 


 Child in Foster Care;  


 Child in Subsidized Adoption; 


 Special medical need (Waivers for developmentally disabled; developmentally delayed; technology 
dependent; brain injury) 


 See also Baby Your Baby ; CHIP ; Custody Medical Care; More info like this . 


Pregnant Woman: See also Other programs for children and pregnant women 


Adults: Which best describes the adult? 


 Has Children under age 18 - 'Medicaid for a Family ' 


 Woman with Breast or Cervical Cancer 


 Over age 60, Blind or Disabled   


 Medically Needy (Spenddown) Program;  


 Lives in (or needs to be admitted to) a nursing home or long term care facility 


 Has legal refugee status 


 Not a legal resident of the United States  (visitor, tourist, others who do not meet U.S. citizenship 
requirements)   



http://aspe.hhs.gov/poverty

http://health.utah.gov/medicaid/provhtml/medically_needy.html

http://health.utah.gov/medicaid/provhtml/newborn.html

http://health.utah.gov/medicaid/provhtml/newborn_plus.html

http://health.utah.gov/medicaid/provhtml/child_medicaid.html

http://health.utah.gov/medicaid/provhtml/child_medicaid.html

http://health.utah.gov/medicaid/provhtml/foster_care.html

http://health.utah.gov/medicaid/provhtml/subsidized_adoption.html

http://health.utah.gov/medicaid/provhtml/waivers.html

http://www.babyyourbaby.org/

http://www.health.utah.gov/chip

http://health.utah.gov/medicaid/provhtml/foster_care.html

http://health.utah.gov/medicaid/provhtml/Medical%20Programs%20in%20Utah.htm

http://health.utah.gov/medicaid/provhtml/pregnant_women.html

http://health.utah.gov/medicaid/provhtml/Medical%20Programs%20in%20Utah.htm

http://health.utah.gov/medicaid/provhtml/family_medicaid.html

http://health.utah.gov/medicaid/provhtml/cancer.htm

http://health.utah.gov/medicaid/provhtml/aged__blind_or_disabled.html

http://health.utah.gov/medicaid/provhtml/nursing_home.html

http://health.utah.gov/medicaid/provhtml/refugee_medical.html

http://health.utah.gov/medicaid/provhtml/emergency_medical.html





 Special medical need (Waivers for developmentally disabled or developmentally delayed; brain 
injury; technology dependant/ medically fragile children waiver; personal assistance ; age 65 and Older) 


Other Medical Assistance Programs in Utah to Help with Medical Care and Bills 


Programs for Children and Pregnant Women 


 Baby Your Baby : Eligible pregnant women can receive prenatal care prior to establishing eligibility for 
Medicaid.  For more information, call the Baby Your Baby Hotline 1-800-826-9662  or l-800-662-9651. 


 CHIP (Child Health Insurance Program): Medical program for children who don't have medical insurance.  
CHIP's income limit is higher than Medicaid's and CHIP does not have an asset limit.  Call toll-free 1-888-
222-2542. 


 Custody Medical Care Program: Medical program for a child in the custody of the State, similar to Foster 
Care. 


 Maternal and Child Health Programs, such as Immunzation, BabyWatch, Pregnancy Riskline,Women, 
Infants and Children (WIC) Program. 


 Utah's Premium Partnership (UPP) is a program that may be able to help pay for part of health insurance 
(insurance premiums). 


Medical programs for Adults  


 Non-Traditional Medicaid Plan (NTMP)  has fewer health care benefits and higher co-payments than 
Medicaid. 


 Primary Care Network (PCN) is health coverage for adults, not Medicaid. 


 Utah's Premium Partnership (UPP) is a program that may be able to help pay for part of health insurance 
(insurance premiums). 


People on Medicare 


 Qualified Medicare Beneficiaries Program (QMB)  Pays Medicare premiums,  copayments and 
deductibles for people on Medicare 


 Specified Low-Income Medicare Beneficiaries Program (SLMB)    Pays Medicare Part B premiums 
(physician) for people on Medicare. 


Medicaid Vignettes 


 One Utah baby, born with a heart condition, initially spent time in the newborn intensive care unit and then 
met weekly with specialists until he was finally strong enough to undergo open heart surgery at eight months 
old.   “All in all, we were only enrolled in Medicaid for less than a year,” said his mother, Jana .  “But I’m so 
grateful we had that coverage.  The enormous cost of Tanner’s medical care would have bankrupted us and 
kept us from becoming the financially independent family we are today.”  Today Tanner is healthy and the 
whole family is insured through employer-sponsored health insurance.   


 One Medicaid client, Josh Rhees, is able to live a normal life because of a Medicaid waiver program that 
encourages people with disabilities to work and live independently.  Josh has had a severe case of cerebral 
palsy since birth and must use his wheelchair to get around.  He has no motor skills and relies on home 
health care to assist with the activities of daily living, like showering and dressing.  Medicaid also provides 
Josh with transportation resources to and from work, which have helped him achieve a productive and 
fulfilling life. 


 Two brothers, Benny and Gabriel, were born to a mother with a history of chronic substance abuse. Upon 
birth, each child was immediately placed into foster care. Both boys had extensive medical needs, but were 
adopted by their foster family. “Although now they are two basically healthy little boys, they were far from 
that when we first started fostering them…If it wasn't for Medicaid coverage, I don’t know how we could 
afford to have these two little guys in our family,” said their adopted mother, Wendy.  


 In 2009, during the difficult economic downturn, Seth was laid of from his job. Shortly after, his wife, 
Rachel, found out she was pregnant. They were incredibly thankful to find out that their entire family was 



http://health.utah.gov/medicaid/provhtml/waivers.html

http://health.utah.gov/medicaid/provhtml/dd_mr.html

http://health.utah.gov/medicaid/provhtml/brain_injury.html

http://health.utah.gov/medicaid/provhtml/brain_injury.html

http://health.utah.gov/medicaid/provhtml/tech_dependent.html

http://health.utah.gov/medicaid/provhtml/aged_waiver.html

http://www.babyyourbaby.org/

http://www.health.utah.gov/chip

http://health.utah.gov/medicaid/provhtml/foster_care.html

http://www.health.utah.gov/html/mom___child_health.html

http://www.health.utah.gov/html/mom___child_health.html

http://health.utah.gov/upp

http://health.utah.gov/medicaid/provhtml/ntmp.htm

http://health.utah.gov/pcn/

http://health.utah.gov/upp

http://health.utah.gov/medicaid/provhtml/qmb.html

http://health.utah.gov/medicaid/provhtml/slmb.html





eligible for Medicaid. Because of early detection, their new baby was diagnosed with a rare genetic disorder 
but has been able to receive vital medical care through Medicaid. “Knowing [my kids have] Medicaid gives 
me peace of mind,” said Rachel. Life has started to turn around for this family. Seth recently finished training 
to become a medical assistant and has a secure job that will soon offer health insurance for the entire 
family.  


 As a single mother, one Medicaid client’s “heart sank” when the doctor asked about her insurance coverage 
during one the first examinations after being diagnosed with Inflammatory Breast Cancer, a rare and 
aggressive cancer. After enrolling in Medicaid’s Breast and Cervical Cancer Program, she felt “ the first ray of 
hope” since her diagnosis. Rather than worrying about paying for treatment, she was able to focus on the 
battle for her life and her kids. 


 One Utah single mother of two children, Melissa Whytock, said that being able to visit the doctor and get the 
basic health check-ups she needs is worth it. Through PCN, she was able to fill a critical prescription last 
month for a co-pay of only $5. “That saved me a ton of money,” Whytock said.   


 While PCN focuses on preventive care, it also covers pre-existing conditions like diabetes. One woman, 
whose husband’s Veterans Affairs insurance did not extend to spouses, noted, “Without this insurance, I 
would not be able to control my diabetes.” The insulin, syringes, lancets, and test strips covered by PCN 
have proved invaluable for managing her diabetes. While some insurance companies require applicants with 
pre-existing conditions to wait several months before approval, PCN does not have a waiting period. 


 "I’m covered by PCN while two of my kids are covered by CHIP,” says Sonja Petit of Sandy, Utah. “Because 
of these health plans, we can go to the doctor and get the health care that we need.” 








SFY 2014 SFY 2015 SFY 2016 SFY 2017 4 Year Total
Option 1 - Full Expansion (All populations to 138%, Assumed in FY 13 Budget)


State Match 2,891,442,800   3,363,289,100   3,472,121,000   3,631,379,200   13,358,232,100 
Federal Funds 6,288,868,600   8,392,763,600   8,957,969,500   9,411,711,000   33,051,312,700 
Total Funds 9,180,311,400   11,756,052,700 12,430,090,500 13,043,090,200 46,409,544,800 


Title XIX Lives (June) 1,643,811          1,793,381          1,828,971          1,864,460          


Option 2 - Federal Mandatory Minimum (Children to 138%, All other populations to 100%, Childless Adults end 12/31/13)
State Match 2,793,523,200   3,039,996,200   3,206,793,300   3,377,500,400   12,417,813,100 
Federal Funds 5,728,938,400   6,195,575,100   6,557,799,900   6,902,795,900   25,385,109,300 
Total Funds 8,522,461,600   9,235,571,300   9,764,593,200   10,280,296,300 37,802,922,400 


Title XIX Lives (June) 1,419,574          1,494,197          1,527,707          1,561,161          


Option 3 - Childless Adults to 100%, Enhanced FMAP
State Match 2,891,442,800   3,363,289,100   3,472,121,000   3,619,277,100   13,346,130,000 
Federal Funds 6,201,644,800   7,972,043,800   8,503,889,100   8,945,750,400   31,623,328,100 
Total Funds 9,093,087,600   11,335,332,900 11,976,010,100 12,565,027,500 44,969,458,100 


Title XIX Lives (June) 1,603,190          1,734,350          1,768,603          1,802,788          


Option 4 - Childless Adults to 100%, Regular FMAP
State Match 2,989,361,800   3,760,634,100   3,965,751,100   4,161,619,900   14,877,366,900 
Federal Funds 6,103,725,800   7,574,698,800   8,010,259,000   8,403,407,600   30,092,091,200 
Total Funds 9,093,087,600   11,335,332,900 11,976,010,100 12,565,027,500 44,969,458,100 


Title XIX Lives (June) 1,603,190          1,734,350          1,768,603          1,802,788          


Option Descriptions:
1) Full Expansion Baseline - All expansion pops (70% presentation), all woodwork pops (50% presentation), and childless


  adults return (90% presentation).  Assumes Transitional match for all childless adults and regular Title XIX match for
  children 6-18.


2) Potential Federal Mandatory Minimum - Expansion of children to 138% (70% presentation).  Parents remain at 100%. 
  Assumes childless adults end 12/31/13.


3) Restoration of childless adult program at 100% FPL.  Assumes Enhanced Transitional match for childless adults.  
   Includes children expansion to 138%.  Parents remain at 100%.


4) Restoration of childless adult program at 100% FPL.  Assumes regular match. Includes children expansion to 138%.  
   Parents remain at 100%.


Notes:
1) Under federal law, adults with incomes between 100% and 138% of FPL are potentially eligible for


subsidies for private insurance that cover between 94% and 100% of the total costs of coverage.


2) Figures above do not include Title XXI program (KidsCare or KidsCare II), except that children transitioning from 
KidsCare to Medicaid receive Title XXI Match Rate


3) For Comparison Purposes, the FY13 Medicaid Appropriations (AHCCCS, ADHS BHS, and ADES DD excluding Title XXI)
 include:


FY13 Approp AHCCCS ADES ADHS
General Fund 2,118,968,362   1,392,474,700   315,780,700      410,712,962      
Other State Match 642,945,900      608,178,900      34,767,000        
Total State Match 2,761,914,262   2,000,653,600   315,780,700      445,479,962      


Federal Funds 5,665,201,900   4,214,758,000   609,785,100      840,658,800      


Total Funds 8,427,116,162   6,215,411,600   925,565,800      1,286,138,762   


ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM
FISCAL YEAR 2014 TO FISCAL YEAR 2017


MEDICAID EXPANSION COST ANALYSIS - VERSION SUMMARY


DESCRIPTION
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SFY14 SFY15 SFY16 SFY17 4 Year Total


Federal Mandatory Coverage


Categorical Woodwork (Children, SSI and Parents, 0-100%)


   State Match 70,454,600          209,287,700        225,144,100        237,031,000        741,917,400        


   Federal Share 134,832,600        400,525,300        430,870,400        453,618,400        1,419,846,700     


   Total Fund 205,287,200        609,813,000        656,014,500        690,649,400        2,161,764,100     


   Increase in Covered Lives 98,667                 133,838               136,859               139,840               


Mandatory Child Expansion (ages 6-18, 100-138%)1


   State Match 9,846,500            36,865,800          33,574,700          33,354,800          113,641,800        


   Federal Share 23,621,300          80,323,000          91,300,400          97,351,700          292,596,400        


   Total Fund 33,467,800          117,188,800        124,875,100        130,706,500        406,238,200        


   Increase in Covered Lives 33,823                 43,349                 44,042                 44,716                 


State Mandatory Coverage (If Available Resources) - Prop. 204 Funding for Childless Adults (0-100%)


Childless Adult Freeze Return2


   State Match 48,149,400          206,733,800        170,206,300        154,605,300        579,694,800        


   Federal Share 232,441,400        1,136,732,000     1,248,249,200     1,306,404,300     3,923,826,900     


   Total Fund 280,590,800        1,343,465,800     1,418,455,500     1,461,009,600     4,503,521,700     


   Increase in Covered Lives 108,010               154,300               154,300               154,300               


Childless Adult Woodwork2


   State Match 10,077,200          43,564,300          36,658,000          34,066,900          124,366,400        


   Federal Share 48,647,800          239,703,500        269,082,700        287,817,400        845,251,400        


   Total Fund 58,725,000          283,267,800        305,740,700        321,884,300        969,617,800        


   Increase in Covered Lives 22,606                 32,854                 33,595                 34,327                 


State Optional Coverage


Adult (Parent) Expansion (100-138%)


   State Match -                      -                      -                      7,709,900            7,709,900            


   Federal Share 55,567,500          268,027,400        289,280,800        296,850,100        909,725,800        


   Total Fund 55,567,500          268,027,400        289,280,800        304,560,000        917,435,700        


   Increase in Covered Lives 28,435                 41,322                 42,259                 43,171                 


Childless Adult Expansion (100-138%)


   State Match -                      -                      -                      4,392,200            4,392,200            


   Federal Share 31,656,300          152,692,400        164,799,600        169,110,500        518,258,800        


   Total Fund 31,656,300          152,692,400        164,799,600        173,502,700        522,651,000        


   Increase in Covered Lives 12,186                 17,708                 18,110                 18,501                 


Subtotal (Not Including Baseline)


   State Match 138,527,700        496,451,600        465,583,100        471,160,100        1,571,722,500     


   Federal Share 526,766,900        2,278,003,600     2,493,583,100     2,611,152,400     7,909,506,000     
   Total Fund 665,294,600        2,774,455,200     2,959,166,200     3,082,312,500     9,481,228,500     


   Increase in Covered Lives 303,727               423,371               429,165               434,855               


Total (With Baseline)


   State Match 2,891,442,800     3,363,289,100     3,472,121,000     3,631,379,200     13,358,232,100   


   Federal Share 6,288,868,600     8,392,763,600     8,957,969,500     9,411,711,000     33,051,312,700   
   Total Fund 9,180,311,400     11,756,052,700   12,430,090,500   13,043,090,200   46,409,544,800   


   Total Covered Lives 1,643,811            1,739,381            1,828,971            1,864,460            


Notes:


1) Includes KidsCare Transfers, which receive CHIP Enhanced FMAP.


2) Amounts presented above assume CMS approves restoration of childless adults at Transitional Enhanced FMAP.  At regular FMAP, 


these options would cost the state an additional $1.5 billion over the four years.


ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM


FISCAL YEAR 2014 TO FISCAL YEAR 2017


COST SUMMARY BY ELIGIBILITY
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2014 2015 2016 2017


Traditional Match 65.68% 65.68% 65.68% 65.68%


Enhanced Match 82.84% 86.27% 89.70% 89.14%


New Expansion Match 100% 100% 100% 95%


Regular 


FMAP


Enhanced 


FMAP


100% 


FMAP


Base Populations (Income Limit)


Children 0-1 (0-140%) X


Children 1-5 (0-133%) X


Children 6-18 (0-100%) X


Parents (0-100%) X


Childless Adults (0-100%) X


Expansion Populations (Income Limit)


Children 1-5 (133-138%) X


Children 6-18 (100-138%) X


Parents (100-138%) X


Childless Adults (100-138%) X


ARIZONA HEALTH CARE COST CONTAINMENT SYSTEM


CALENDAR YEAR 2014 TO CALENDAR YEAR 2017


MEDICAID EXPANSION FMAP SUMMARY
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• Partnership of Regional Economic Models, Inc., the Urban Institute, Ohio 
State University and Health Policy Institute of Ohio


• Funded by the Health Foundation of Greater Cincinnati, the Mt.   Sinai 
Health Care Foundation and the George Gund Foundation


• Designed to analyze the impact of potential Medicaid expansion on:
• The state budget
• Ohio economic growth and jobs
• The number of uninsured
• Health coverage, jobs, economic growth, and revenue  for regions 
within the state and some individual counties (to be released in late 
February or early March)


About the study


2







3/1/2013


1. Does a Medicaid expansion generate new state 
Medicaid costs?


2. Does a Medicaid expansion allow state budget 
savings?


3. How does a Medicaid expansion affect state 
revenue?


4. What is a Medicaid expansion’s net impact on the 
state budget?


5. How else does a Medicaid expansion affect
Ohioans?


6. What impacts will the state experience from the ACA 
even if Medicaid is not expanded?


Key questions
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3/1/2013 5
3/1/2013







3/1/2013
01.18.2013
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Does a Medicaid expansion generate new 
state Medicaid costs?
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Federal government share
Percentage of health care costs paid by the federal government, newly 


eligible adults vs. other adults: 2014-2020 and beyond
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State cost of expansion
Impact of Medicaid expansion on state Medicaid  spending: FY 2014-2022 (millions)


Source: Urban Institute HIPSM 2013; OSU 2013.  Note: Estimates include effects of ACA insurance premium fee, Figure does not include 
higher federal matching rates for certain current-law beneficiaries. 
Note: Estimates include effects of ACA insurance premium fee, Figure does not include higher federal matching rates for certain 
current-law beneficiaries. 
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What about Medicaid 
administrative costs?


• The ACA’s non-expansion provisions will affect state 
administrative costs
 Changes to eligibility, including major investments in information technology
 Increase # of applications 
 Increases in provider payment increases and other requirements 
 Medicaid must process applications that arrive from the HIX
 Federal funding will cover a much higher percentage of IT eligibility costs


• Medicaid expansion  administrative costs
 Factors that increase costs


o Some additional increase in initial applications
o More eligibility redeterminations
o More fee-for-service claims


 Factors that reduce costs
o Fewer spend-down determinations
o Fewer disability determinations
o Fewer retroactive and backdated eligibility determinations
o Fewer fair hearings for eligibility denials
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Does a Medicaid expansion allow 
state budget savings?
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Adults with spend-down 
would become newly eligible adults,  


receiving higher federal match


• Today, they qualify after 
incurring medical bills


• With expansion, they would 
qualify immediately as newly 
eligible adults, without incurring 
medical bills


• Medicaid would cover more of 
their health costs, but the 
federal government would pay 
a much higher share of their 
Medicaid costs, resulting in net 
state savings


Fiscal year Net savings on spend‐
down adults (millions)


2014 $36


2015 $74


2016 $78


2017 $80


2018 $82


2019 $86


2020 $87


2021 $91


2022 $96


Total: $709


Source: OSU 2013.
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Women with breast and cervical cancer
would become newly eligible adults, receiving higher federal match


• Today, they qualify for the Breast 
and Cervical Cancer Program 
(BCCP) after receiving a diagnosis 
from a CDC-affiliated clinic


• With an expansion, they would 
qualify immediately as newly 
eligible adults, with the federal 
government paying a higher 
share of costs, resulting in state 
savings


Fiscal year BCCP savings (millions)
2014 $2
2015 $5
2016 $5
2017 $5
2018 $6
2019 $6
2020 $6
2021 $6
2022 $7


Total: $48


Source: OSU 2013. Note: The current BCCP program has federal 
matching rates between standard and ACA levels. Estimates 
assume that all new BCCP enrollees receive  Medicaid as newly 
eligible adults. If some enroll instead in the exchange, state 
savings would increase, because the state would not spend 
anything for their  care. However the latter savings would occur 
with or  without expansion.  14
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Inpatient prison health care
would be covered by Medicaid


• Medicaid does not cover most 
prison health care, but it can 
cover inpatient and 
institutional care that inmates 
receive off the prison grounds.


• Almost all prisoners would 
qualify as newly eligible adults 
under an expansion.


Fiscal year Savings on inpatient 
care to prisoners 
(millions)


2014 $15 
2015 $31 
2016 $32 
2017 $32 
2018 $32 
2019 $32 
2020 $33 
2021 $33 
2022 $34 


Total: $273


Source: OSU 2013.
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Retroactive and backdated eligibility 
Impact of Medicaid expansion on state costs FY 2014-2022 (millions)


*Assumes savings begin in SFY 16 after full take up has occurred and change in spending is 
documented and gets reflected in budgeting process.
Source: OSU 2013


16
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Impact on local mental health costs
Medicaid would cover some mental health and substance abuse treatment 


for the previously uninsured poor


• State and local funds paid $98 million in FY 2011 for services to the 
uninsured and underinsured that could have been covered by Medicaid. 
(Source: MHAC and CCS 2012)


• SFY 2013: Approximately $60 million in state mental health funding (MH 
335-505 allocation)


• SFY 2013: Approximately $10 million in state alcohol and drug addiction 
funding (ADA 401 and 475 allocations)


• With exception of $14.6 million designated for specific MH purposes, 
consistent data not available for use of funds


• NOTE: Even with a Medicaid expansion, funding needed for those who 
remain uninsured and for services not in Medicaid benefit package.
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• Enhanced federal match for family planning waiver program
participants, who become newly eligible adults


• Pending federal policy decisions, the following groups could 
receive greatly increased federal matching payments as newly 
eligible adults up to 138 percent of FPL:


o Pregnant women
o Transitional Medical Assistance (TMA) families


• Savings on other state non-Medicaid programs that provide 
health care to the poor uninsured


• Potentially reduced criminal justice costs if the poor and near-
poor uninsured receive improved access to mental health and 
substance abuse treatment


Other possible savings
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Does a Medicaid expansion
increase state revenue?
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More Medicaid 
managed care enrollment


would increase state sales tax and insurance tax revenue


• Managed care 
premium payments 
include:
 5.5 percent state 


sales tax
 1.0 percent state 


health insurance 
tax


• With expansion, most 
new Medicaid 
spending will pay 
managed care 
premiums


Source: Urban Institute HIPSM 2013. Note: This table includes both state and federal 
payments for tax surcharges, since our cost  estimates include state payment of these 
taxes. Because state payment of managed care taxes is treated in the same way for both 
cost estimates and revenue estimates, the two estimates can be combined to show net 
state budget effects.  The table also takes into account revenue lags. 
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Increase in federal Medicaid funds
under Urban Institute and OSU estimates FY 2014-2022 (millions)


Source: Urban Institute HIPSM 2013; OSU 2013.
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Source: Urban Institute HIPSM 2013; OSU 2013, REMI, 2013. 


State sales and income tax revenue
resulting from Medicaid expansion : FY 2014-2022 (millions)
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Prescription drug rebates
resulting from Medicaid expansion : FY 2014-2022 (millions)


Source: Urban Institute HIPSM 2013; OSU 2013. 
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What is the net effect on the state 
budget?
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Overall impact of Medicaid 
expansion on the state budget


under UI and OSU estimates (millions)


Source: OSU 2013; Urban Institute HIPSM 2012; REMI 2013. Note: “UI” refers to Urban Institute estimates. Table does not include possible savings 
from obtaining higher federal matching funds for people with incomes below 138 percent FPL who currently receive Medicaid through Transitional 
Medical Assistance, the family planning waiver, pregnancy-based coverage, or Medicaid Buy-In for Working People with Disabilities. It also does not 
include savings from existing state spending, other than on inpatient care for prisoners, that goes to provide medical services to the uninsured. 25
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How does a Medicaid expansion
affect Ohioans?
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Uninsured Ohioans who would gain coverage
from Medicaid expansion : FY 2014-2022 (thousands)


Source: Urban Institute HIPSM 2013; OSU 2013. Note: FY 2014 results are for January through June 2014. Figure shows 
the difference between the total number of uninsured, with and without a Medicaid expansion, in each year. It does not show 
the number of additional uninsured who will gain coverage each year. Figure shows net effects of changes to Medicaid and 
private coverage.  Figure shows the impact of Medicaid expansion. Figure does not include the uninsured who will gain 
coverage under the ACA’s other provisions.
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Effects on the Ohio economy
Under Urban Institute estimates


Source: Urban Institute/HIPSM 2013; REMI 2013. Note: Results show the effects of Medicaid expansion, based on increased federal funding buying Ohio health care, including 
increased federal Medicaid dollars and fewer federal exchange subsidy dollars.  Results shown here do not include effects of other ACA provisions.   
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Effects on the Ohio economy
Under OSU estimates


Source: OSU 2013; REMI 2013. Note: Results show the effects of Medicaid expansion, based on increased federal funding buying Ohio health care, including increased federal 
Medicaid dollars and fewer federal exchange subsidy dollars.  Results shown here do not include effects of other ACA provisions. Columns may not total due to rounding.
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Without a Medicaid expansion:
• Employers will provide 


health coverage to 
some poor or near-poor 
consumers who, under 
the ACA’s original 
design, were slated to 
be enrolled in Medicaid


• Poor and near-poor 
consumers who could 
have enrolled in 
Medicaid instead will be 
uninsured or obtain 
insurance with cost-
sharing well above 
Medicaid levels


Impact on Ohio health care costs
The effect of Medicaid expansion on health care costs 


for Ohio employers and consumers (millions)


Fiscal year


Increased 
employer costs, 
without an 
expansion


Increased 
consumer costs, 


without an 
expansion


2014 $9  $308 
2015 $61  $657 
2016 $135  $733 
2017 $191  $803 
2018 $222  $865 
2019 $236  $920 
2020 $252  $979 
2021 $268  $1,042 
2022 $285  $1,109 


Total: $1,659  $7,415 
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County sales tax revenue
FY 2014-2022 (millions)


Source: Urban Institute HIPSM 2013; OSU 2013. Estimates assume the same revenue lags that apply to state 
sales taxes. Note: Columns may not total due to rounding.
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• With an expansion, Medicaid will pay for many people who 
otherwise would have received health care funded entirely 
at county expense. Accordingly, some counties can reduce 
or reinvest the prior health care spending for people who are 
poor and uninsured.


• Increased economic activity due to more federal Medicaid 
dollars buying Ohio health care will increase general county 
revenues.


Other economic considerations
for counties
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What budget effects will the ACA 
create even if Medicaid is


not expanded?
36
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Impact of the ACA’s non-expansion 
provisions on state Medicaid costs


FY 2014-2022 (millions)


Source: Urban Institute HIPSM 2013. 
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State cost of increased participation by 
currently eligible but not enrolled


FY 2014-2022 (millions)


Source: Urban Institute HIPSM 2013; OSU 2013.
Note: Figure does not include effects of higher federal matching rates for certain current beneficiaries.  
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Savings and revenue from ACA 
provisions other than expansion (millions)


Source: OSU 2013; Urban Institute HIPSM 2012; REMI 2013. Note: “UI” refers to Urban Institute estimates. Table does not include possible savings 
from administrative simplification and possible revenue from increased federal matching funds for eligibility system and shifting higher-income Medicaid 
adults into subsidized HIX coverage.  


40







3/1/2013


Overall impact 
of the ACA’s non-expansion provisions 


on the state budget (millions)


41







3/1/2013


• Higher federal matching rates for eligibility 
systems


• Shifting into the exchange Medicaid adults who 
have incomes above 100 or 138 percent FPL


• Increased revenue from insurance taxes on health 
coverage sold in the health insurance exchange


42


Other potential offsets from the 
ACA’s non-expansion provisions
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The ACA’s impact on the state budget, 
with and without a Medicaid expansion 


FY 2014-2022 (millions)
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Increased Medicaid enrollment under the ACA, 
with and without a Medicaid expansion 


FY 2014-2022 (millions)
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• Medicaid expansion would generate new state costs.
• Medicaid expansion also generates substantial state budget 


savings and increases state revenue, even after adjusting for 
lost revenue from fewer people obtaining coverage through 
the HIX


• Medicaid expansion not only pays for itself-it creates a 
positive state budget impact and creates local fiscal and 
economic benefits


• State savings due to the Medicaid expansion would exceed 
the net state costs resulting from the ACA’s other provisions


• A Medicaid expansion would reduce the number of 
uninsured, increase Ohio employment and earnings, improve 
county finances, and lower health care costs for Ohio’s 
employers and residents.
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Supplemental material
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Previously unenrolled people who 
join Medicaid under the ACA


with and without a Medicaid expansion: FY 2014-22 (thousands)


Source: Urban Institute HIPSM 2013. 
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Federal subsidies in the exchange
With and without Medicaid expansion: FY 2014-22 (millions)
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Source: Urban Institute HIPSM 2013. 








Medicaid & Health Financing


Protecting Utah’s Vulnerable


66% of Utah 
Medicaid 
clients are


C H I L D R E N


Medicaid serves as the primary source of health insurance for Utah’s 
most vulnerable populations.  The Medicaid program always considers 
household income when determining an individual’s eligibility.  However, 
income alone is not the only deciding factor.


Many people believe Medicaid provides health care services for all low-
income people.  However, in addition to meeting income eligibility re-
quirements, individuals must also fit into one of the designated qualifying 
groups:    


•	 Children
•	 Individuals with a disability or blindness (includes some 


children)
•	 Pregnant women
•	 Parents
•	 Aged individuals
•	 Women with breast or cervical cancer


Medicaid enrollment has increased steadily over the past five years as 
the nation’s economy has slowed.  During 2012, and average of nearly 
275,000 Utahns were enrolled in Medicaid.  This represents an increase of 
more than 5 percent since 2008, when monthly enrollment averaged just 
198,000.


Despite this growth, the percentage of Utah’s total population that is 
enrolled in Medicaid is lower than any other state in the nation, at just 9 
percent.


They account 
for just


27%
of total Medicaid 
expenditures.


Covering Utah Children
Children in low-income Utah families that earn 
too much income to qualify for Medicaid may be 
eligible to receive health care services through the 
Children’s Health Insurance Program, or CHIP.


In 2012, a family of four earning up to $46,100 
could be eligible for CHIP.


The program has covered more than 256,000 Utah 
children since it was established in 1998, making 
it possible for them to receive preventive care to 
stay healthy, and medical services for when they 
get sick or are injured.


Children, 56.6%


Disabled, 11.7%
(includes some 


children)


Adults on PCN, 
6.4%


Pregnant 
Women, 7%


Parents, 14%


Aged, 
4.2%


Women with 
Breast or Cervical 


Cancer, 0.1%


Blind, 0.01%


Medicaid Clients By
Eligibility Category







Medicaid Efficiencies


9%
of state population


enrolled.
Lowest rate in the 


nation.


$622
Medicaid cost


per capita.
2nd lowest cost in 


the nation.


*Source: PBS Newshour.  Based on 2009 U.S. Census Bureau data.


Each year, the Medicaid program works with its many partners to identify and implement potential improve-
ments to the program.  Some of these improvements produce budget savings, others have resulted in cost avoid-
ance, and others have created improved operating processes for the Medicaid program.


Preferred Drug List
Each year the Department reviews the Medicaid Preferred 
Drug List PDL) to determine if additional drug classes should 
be added to it.


During 2012, the Department added 18 new drug classes to 
the PDL.  The new additions resulted in Medicaid  savings of  
$34 million during fiscal year 2012.


$34
million


Paying for Quality, Not Quantity
Beginning on January 1 of this year, Medicaid restructured its system for paying providers with an eye on slow-
ing the growth of Medicaid costs while preserving the quality of care to clients.  The new structure, known as 
Accountable Care Organizations (ACO), offer financial incentives to providers who deliver the most appropriate 
care at the lowest cost and in ways that maintain or improve their patients’ health status.  


Clients in Weber, Davis, Salt Lake, and Utah counties were enrolled in one of several ACOs at the beginning of 
the year.   Medicaid pays each ACO a monthly lump sum for caring for a group of enrollees.  The ACO can then 
reimburse providers based on providing necessary and appropriate care, as opposed to reimbursing for individu-
al units of services delivered. 


The ACO can also incentivize providers with additional payments for achieving cost containment or quality of 
care goals.








 


 


 


THE OPTIONAL EXPANSION OF 


MEDICAID IN WYOMING: 
COSTS, OFFSETS, AND CONSIDERATIONS FOR DECISION-MAKERS 


 


 


 


 


 


 


 


 


 


THOMAS O. FORSLUND, DIRECTOR 


 
 


NOVEMBER 2012 


 







1 
 


SECTION I:  INTRODUCTION 


Elected officials in Wyoming have a choice to make regarding whether or not to expand 


Wyoming Medicaid to low income adults.  They can either choose to expand Medicaid when the 


enhanced federal funding begins in 2014, or they can choose to wait to make a decision 


regarding expansion, or they can choose not to expand the program at all. 


To support Wyoming elected officials in this decision, the Wyoming Department of Health 


conducted an analysis of the information currently available regarding the costs and benefits of 


the ACA and its impact on Medicaid.   The conclusion of this analysis is that the optional 


Medicaid expansion provides a cost-effective route to increase the number of people insured in 


Wyoming.  In fact, due to numerous offsets that would be made available by the optional 


expansion, the expansion of the Medicaid program would result in Wyoming general fund cost 


savings across the first 6 years of the ACA implementation (FY 2014-2020). 


In the following pages, the Wyoming Department of Health presents its analysis.  Section II of 


this report provides background information on the ACA provisions to expand health care 


coverage.  Section III describes the uninsured population in Wyoming. Section IV describes, in 


detail, the choice whether to expand or to not.  Section V sets out the costs related to expanding 


Medicaid, while Section VI discusses the potential offsets.  In Section VII, the costs and 


potential offsets are combined to show the potential savings associated with expansion.  
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SECTION II:  THE AFFORDABLE CARE ACT  


In March of 2010, Congress passed the Patient Protection and Affordable Care Act and the 


Health Care and Education Reconciliation Act of 2010 (ACA). Immediately after the ACA was 


passed, litigation ensued over the constitutionality of the law.   


The Lawsuit 


While several actions were heard by lower courts, ultimately, the United States Supreme Court 


agreed to hear a combination of actions resulting in four main areas of contention.  1) Does the 


Anti-Injunction Act bar the action from being heard by the court; 2) Is the individual mandate 


constitutional; 3) If the individual mandate is not constitutional, can it be severed from the rest of 


the Act; 4)  Does the ACA’s Medicaid expansion requirement exceed Congress’s authority under 


the Spending Clause?    


 


The U.S. Supreme Court issued its ruling in the National Federation of Independent Business et 


al. v. Sebelius, Secretary of Health and Human Services et. al, on June 28, 2012.  While the 


Court upheld the individual mandate as a constitutional exercise of Congress’s authority to tax, it 


struck down the ACA’s requirement that states expand their Medicaid programs.   


Impact of the Supreme Court Decision on Medicaid 


Specifically, the Court ruled unconstitutional the penalty set out by the ACA that could be 


imposed upon states that did not expand their Medicaid programs.  The Supreme Court’s 


decision prevents the U.S. Department of Health and Human Services (HHS) Secretary from 


penalizing states that choose not to expand their Medicaid programs by revoking or withholding 


existing Medicaid funding.  This decision has been interpreted to make the ACA Medicaid 


expansion to low-income adults optional.  


The high court’s ruling allows states to make their own decision as to whether or not to expand 


their Medicaid programs to cover optional low income adults up to 138% of the Federal Poverty 


Level (FPL). The U.S. Department of Health and Human Services (HHS) has made clear that the 


while the U.S. Supreme Court opinion makes optional the expansion of Medicaid to non-


Medicare eligible adults, other requirements including coverage for the woodwork population 


and newly eligible children are mandatory.
1
  


  


                                                           
1
 Secretary of Health and Human Services Letter to Governors, Kathleen Sebelius, July 10, 2012, 


http://capsules.kaiserhealthnews.org/wp-content/uploads/2012/07/Secretary-Sebelius-Letter-to-the-Governors-


071012.pdf  


More specifics are available from Kaiser Commission on Medicaid and the Uninsured: How Will the Medicaid 


Expansion for Adults Impact Eligibility and Coverage? Publication Number 8338, 07-25-2012, Found at 


http://www.kff.org/medicaid/8338.cfm 



http://capsules.kaiserhealthnews.org/wp-content/uploads/2012/07/Secretary-Sebelius-Letter-to-the-Governors-071012.pdf

http://capsules.kaiserhealthnews.org/wp-content/uploads/2012/07/Secretary-Sebelius-Letter-to-the-Governors-071012.pdf





3 
 


Four Main Parts Of The ACA Related to the Uninsured 


One of the ACA’s main goals was to expand access to health insurance coverage.  It set out to 


achieve this goal in four ways: 1) Individual mandate; 2) Employer participation/penalties; 3) 


Health Benefit Exchanges with federal subsidies for the purchase of insurance; and 4) Expansion 


of Medicaid.  Each of these four parts plays a role in reducing the rate of uninsured.   


The Individual Mandate  


Beginning in 2014, almost all U.S. citizens will be required to have or obtain qualifying health 


insurance coverage.  Individuals (U.S. citizens and legal residents) who do not have qualifying 


health insurance coverage could be assessed a tax penalty.  The tax will be phased in over a 


number of years.
2
 


  


Imbedded in the individual mandate are a number of exemptions allowing numerous groups of 


individuals to be spared this tax penalty.  These exemptions include: financial hardship, religious 


objections, American Indians, those without coverage for less than three months, undocumented 


immigrants (who are not eligible for health insurance subsidies under the ACA), incarcerated 


individuals, those for whom coverage is deemed unaffordable (the lowest cost plan option 


exceeds 8% of an individual’s income), and those with incomes below the tax filing threshold.
3
  


 


Individuals not exempted from the individual mandate could be eligible for a federal subsidy to 


assist with purchasing health insurance.   


Employer Participation/Penalties 


The ACA requires employers with 50 or more full-time workers to offer qualifying health 


insurance coverage.  Fees may be assessed to employers if any of their employees receive a 


federal premium subsidy through the Health Benefit Exchange.
4
  Employer participation is 


required beginning in 2014.   


Small business employers (those with less than 50 full-time workers) are exempt from the 


employer participation requirement and do not have to provide health insurance coverage to their 


employees.   


The Health Benefits Exchange 


Individuals without employer-sponsored coverage who are ineligible for Medicaid or Medicare 


may purchase insurance through a Health Benefit Exchange (Exchange).  An exchange is an 


organized marketplace where consumers can purchase private insurance coverage.  Health 


Benefit Exchanges can be operated in one of four ways: by the state itself; by a non-profit 


organization; by the federal government; or, as a hybrid that is operated jointly by a state and the 


                                                           
2
 “The penalty will be phased-in according to the following schedule: $95 in 2014, $325 in 2015, and $695 in 2016 


or the flat fee of 1.0% of taxable income in 2014, 2.0% of taxable income in 2015, and 2.5% of taxable income in 


2016. Beginning after 2016, the penalty will be increased annually by the cost-of-living adjustment.” See 


http://www.kff.org/healthreform/upload/8061.pdf  
3
 See http://www.kff.org/healthreform/upload/8061.pdf 


4
 Employers that do not offer coverage and have one full-time employee who receives a premium subsidy may be 


assessed a fee of $2,000 per full-time employee, excluding the first 30 employees from the assessment. Employers 


that do offer coverage, but still have one full-time worker who receives a federal premium subsidy, may be assessed 


a fee of the lesser of $3,000 for each employee receiving a premium credit or $2,000 for each full-time employee, 


excluding the first 30 employees from the assessment.  See http://www.kff.org/healthreform/upload/8061.pdf  



http://www.kff.org/healthreform/upload/8061.pdf

http://www.kff.org/healthreform/upload/8061.pdf

http://www.kff.org/healthreform/upload/8061.pdf
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federal government.  Each state has the option to choose who will operate their exchange. If a 


state does not make a choice, the decision defaults to the federal government. 


Federal subsidies will be available only through the Exchange to individuals and families with 


incomes between 100% FPL and 400% FPL.  The federal subsidies are available in the form of 


premium credits and cost-sharing credits.  Premium credits will assist individuals in purchasing 


private insurance using a sliding scale so that an individual or family’s contributions are limited 


to a specific percentage of their income.
5
   


 


Cost-sharing subsidies will also be available through the ACA to offset the costs of co-pays and 


deductibles.  The cost-sharing subsidies will be tax credits that result in a reduction of total cost 


sharing for the individual.   


Expansion of Medicaid  


The final piece of the ACA’s plan to extend health care coverage is the Medicaid expansion.  


 


Certain provisions of the ACA required coverage of certain mandatory populations such as 


children were unchanged by the Supreme Court decision.  


 


Other provisions related to extending coverage to adults were altered by the Supreme Court and 


made optional for states. Under the optional ACA Medicaid expansion, Medicaid coverage could 


be made available to all non-Medicare eligible adults under the age of 65 with incomes up to 


138%
6
 of Federal Poverty Level (FPL) ($15,415 for an individual or $31,809 for a family of four 


in 2012).
7
   


 


Figure 1 depicts the change in the basic eligibility structure (as measured by FPL) for those 


groups that would be impacted by the changes to the Medicaid program. 
 


 


 


 


 


                                                           
5
 The credits will be tied to the second lowest cost silver plan (in the Exchange).  The premium contributions will be 


limited as follows: 100-133% FPL: 2% of income, 133-150% FPL: 3 – 4% of income, 150-200% FPL: 4 – 6.3% of 


income, 200-250% FPL: 6.3 – 8.05% of income, 250-300% FPL: 8.05 – 9.5% of income 300-400% FPL: 9.5% of 


income.  See http://www.kff.org/healthreform/upload/8061.pdf  
6
 While the ACA specifically states 133% FPL, because the ACA also requires a 5% income disregard, the new 


standard for financial eligibility is commonly referred to as 138% FPL.   
7
 HHS 2012 Poverty Guidelines for 100% of poverty. See http://aspe.hhs.gov/poverty/12poverty.shtml  


In addition to making changes in who is eligible, the ACA also requires changes in determining eligibility.  States 


must now implement Modified Adjusted Gross Income (MAGI) to determine eligibility.  See 


http://www.medicaid.gov/AffordableCareAct/Provisions/Downloads/MedicaidCHIP-Eligibility-Final-Rule-Fact-


Sheet-Final-3-16-12.pdf 



http://www.kff.org/healthreform/upload/8061.pdf
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If Wyoming elects to expand its Medicaid program, the Federal Government will cover 100% of 


the costs of newly eligible adults from 2014 through 2016.  Beginning in 2017, the Federal share 


will be reduced to 95%, then to 94% in 2018, to 93% in 2019, and to 90% in 2020 and beyond. 


 


If the State chooses to forego the opportunity for Medicaid expansion, then residents of 


Wyoming with incomes 138% of FPL and below who are not currently eligible for Wyoming 


Medicaid, will not have access to Medicaid coverage.  However, individuals and families whose 


income falls between 100% FPL and 138% FPL will be able to purchase health insurance 


through the Health Benefit Exchange with great assistance from federal subsidies (they would 


not pay more than 2% of income towards a premium).   


 


Individuals and families with incomes falling below 100% FPL will not be eligible for federal 


subsidies on the Health Benefit Exchange under the ACA.  It is unlikely that this group could 


afford to purchase private coverage without assistance.  The exclusion of those under 100% FPL 


from eligibility for federal subsidies could lead to a gap in coverage in states that choose not to 


expand their Medicaid programs.  The uninsured truly in poverty will most likely remain 


uninsured.   


 


 


  


Current 
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SECTION III: WYOMING’S UNINSURED 


As the State decides whether or not to expand Wyoming Medicaid, the uninsured in Wyoming 


should be considered.  If decreasing the number of uninsured is a goal for Wyoming’s decision-


makers, then the expansion of Medicaid should be considered as a route to obtaining that goal. 


The ACA is expected to cause a decrease in the rate of uninsured in Wyoming.  A recent 


actuarial study commissioned by the State of Wyoming estimates that the combination of the 


individual mandate, Health Benefit Exchanges, federal subsidies and Medicaid Expansion will 


decrease the uninsured population in Wyoming 50% by 2016.
8
    


Wyoming’s Uninsured  


The challenges associated with uninsured citizens are relevant and timely issues for Wyoming 


policymakers.  In the previously mentioned actuarial report, Current Population Survey (CPS) 


data was used to estimate that Wyoming had 83,000 uninsured residents in 2010.  Additionally, 


Wyoming’s uninsured rate appears to be increasing.  The figure below shows an increase in 


Wyoming’s uninsured rate from 2007 to 2010. 
 


 
 


 


CPS estimates of Wyoming’s uninsured population, by income, show that approximately 30% of 


uninsured residents had incomes at 138% Federal Poverty Level (FPL) or below and would be 


eligible for Medicaid if it was expanded.
9
  The same study estimates that over 50% of 


Wyoming’s uninsured have incomes between 138% and 400% of the Federal Poverty Level 


(FPL) and will be eligible for federal subsidies to assist with the purchase of health insurance 


through a Health Benefits Exchange.
10


   


                                                           
8
 2011 State of Wyoming Department of Insurance, Health Benefits Exchange Planning and Actuarial Health 


Insurance Market Study, Final Report, Public Consulting Group & Gorman Actuarial, LLC 
9
 2011 State of Wyoming Department of Insurance, Health Benefits Exchange Planning and Actuarial Health 


Insurance Market Study, Final Report, Public Consulting Group &  Gorman Actuarial, LLC 
10


 2011 State of Wyoming Department of Insurance, Health Benefits Exchange Planning and Actuarial Health 


Insurance Market Study, Final Report, Gorman Actuarial, LLC 
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However, if Wyoming chooses not to expand its Medicaid program, residents under 100% FPL 


will not be eligible for federal subsidies and will not have access to Medicaid.   


 


Effects of Being Uninsured 


A recent report released by The Kaiser Commission on Medicaid and the Uninsured discussed 


the negative impacts of being uninsured.  The report stated that the “uninsured population is in 


worse health than the privately insured population” and that “[u]ninsured adults are almost twice 


as likely to report being in fair or poor health as those with private insurance.”
11


   


 


More than a third of nonelderly uninsured adults have a chronic condition, and uninsured adults 


are far more likely than the insured to go without health care.  Without regular check-ups, health 


problems may go undetected.  As a result, the uninsured have higher risk of being diagnosed in 


later stages of disease and die earlier than the insured.  Even after diagnosis, the uninsured 


struggle to adhere to follow-up care plans due to the cost.  Uninsured adults are more likely than 


those with insurance to have unmet health care needs.
12


 


 


The uninsured suffer financially, as well.  They are much more likely than their insured 


counterparts to have trouble paying their medical bills, more likely to spend significant savings 


paying medical bills, and more likely to have medical bills they simply cannot pay.
13


   


The Working Uninsured  


Americans largely rely on employer sponsored health care coverage.  Most insured Americans 


(56%) under the age of 65 receive coverage as an employment benefit.
14


  When employers do 


not offer health care coverage as a 


benefit of employment, workers and 


their families, especially low 


income workers, may find it 


difficult to afford adequate 


coverage.    


Nationally, 76% of people that are 


uninsured are in a family that has 


part-time or full-time workers.  


Only 22% of the uninsured are in a 


family with no workers. 


Blue collar workers are more than twice as likely to be uninsured as white collar workers. In fact, 


80% of uninsured workers are in blue collar jobs.
15


   


                                                           
11


 Kaiser Commission on Medicaid and the Uninsured. The Uninsured| A Primer. October 2012. Kaiser report found 


at http://www.kff.org/uninsured/upload/7451-08.pdf  
12


 Kaiser report, The Uninsured| A Primer 
13


 Kaiser report, The Uninsured| A Primer 
14


 Kaiser report, The Uninsured| A Primer 
15


 Kaiser Commission on Medicaid and the Uninsured. The Uninsured| A Primer. October 2012. Kaiser report found 


at http://www.kff.org/uninsured/upload/7451-08.pdf 


1 or More 
Full-Time 
Workers, 


62%


Part-Time 
Workers, 


14%


No 
Workers, 


22%


2011 Family Work Status Among the 
Uninsured



http://www.kff.org/uninsured/upload/7451-08.pdf

http://www.kff.org/uninsured/upload/7451-08.pdf
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Low income individuals are most at risk for not having insurance.  These individuals may be 


working, but do not earn enough to pay for health insurance premiums.  Impediments to people 


under 138% obtaining health insurance coverage include:  employers not offering health 


insurance; part-time workers and contractual workers not receiving the same benefits as full-time 


workers; monthly premium costs are too high to afford; or they are self-employed and struggle 


with the cost of health insurance. 


The expansion of Medicaid to adults under 138% FPL would permit the working uninsured to 


access health care coverage.  It would also benefit their employers who are often financially 


unable to provide health care coverage to their employees.   


 


 


 


 


  


                                                                                                                                                                                           
Figure source: Kaiser Commission on Medicaid and Uninsured/Urban Institute, Figure 4, The Uninsured A Primer, 


October 2012 
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SECTION IV:  WHAT IS THE CHOICE?  


Elected officials in Wyoming now have a choice whether or not to expand Wyoming Medicaid 


to low-income adults.  However, regardless of the decision, there are two mandatory groups that 


must be provided coverage. They are the woodwork population and the newly eligible children. 


This Section separately discusses the mandatory coverage requirements and the optional 


Medicaid expansion. 


Mandatory Groups 


The individual mandate and increased attention to health care coverage created by the ACA will 


lead some individuals who are already eligible for Medicaid, but not enrolled, to enroll.  This 


group is commonly referred to as the “woodwork population” because it is thought that the ACA 


will bring them “out of the woodwork” to enroll in Medicaid. 


 


Because this population is currently eligible for Medicaid under its existing policies, this group is 


to be treated as any eligible person is treated today.  If they are eligible, they must be covered.  


Additionally, the federal government will match only 50% of the cost of their coverage, which is 


the existing Federal Medical Assistance Percentage (FMAP)
 16


 for Wyoming.  


 


In addition to the woodwork population, the ACA requires the existing Medicaid program to add 


coverage for children ages 6-18 whose family income is between 100% and 138% FPL.  


Currently these children are eligible for Kid Care Children’s Health Insurance Program (CHIP), 


but not Medicaid. This group of children is mandatory and is not affected by the recent Supreme 


Court decision.
17


   


 


The coverage of the woodwork population and additional children is mandatory.  The cost of 


covering these groups can be expected whether or not the State elects to expand its Medicaid 


program.   


 


Upon legislative mandate, the Wyoming Department of Health sought estimates for the number 


of additional Medicaid enrollees due to the required Medicaid coverage of mandatory groups.
18


  


Estimates received by Wyoming Department of Health for the “woodwork population” ranged 


from 700 to 10,800 individuals, with a best estimate of 3,700 individuals.  Estimates received for 


the newly eligible children ranged from 4,600 to 10,800 children, with a best estimate of 6,900 


children. Table 1 outlines the best estimate of mandatory group enrollment for Wyoming. 


                                                           
16


 The FMAP for the “woodwork” population will not be enhanced.  For this population the FMAP will be at 


Wyoming’s current rate, which has been 50% since 2011 and is projected to be at 50% through 2020.  Wyoming can 


expect an increase in this population whether or not it expands its Medicaid program.  The children newly eligible 


for Medicaid due to the expansion are also not eligible for the full-enhanced FMAP discussed above. 


 
17


 Additionally, this group of kids is not covered at the 100% enhanced FMAP offered for newly eligible adults. See 


http://www.kff.org/healthreform/upload/8348.pdf  
18


 These numbers were taken from a report written by Milliman, Inc. in fulfillment of the requirements of Enrolled 


Act No. 93, Senate, Sixty-First Legislature of the State of Wyoming, 2011 General Session.  The final report was 


completed on September 1, 2012. This Milliman Medicaid Cost Study is available on the Department of Health 


website at http://www.health.wyo.gov 
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Table 1: Medicaid Eligibility Estimates for Mandatory Groups by 2016 


Population  Approximate Eligibility 


Woodwork Population 3,700 


Newly Eligible Children 6,900 


Total 10,600 


Optional Group (Expansion Adults)  


The choice available to decision makers regarding whether or not to expand Medicaid deals only 


with the optional expansion group consisting of low-income adults. 


 


The current Medicaid program has categorical eligibility requirements, as well as financial 


eligibility requirements.  Wyoming Medicaid has four primary eligibility categories: Children, 


Pregnant Women, Family Care Adults, and individuals who are Aged, Blind or Disabled (ABD).  


 


Regardless of how little a person makes, or even if they make nothing, if the person does not fall 


into one of the categories currently covered by Medicaid, they do not qualify for coverage.  


Thus, childless adults are not currently covered by Wyoming Medicaid.  Additionally, because 


the financial eligibility for parents is limited to those with very low household incomes, there is 


low enrollment of parents or family care adults.   


 


Under the ACA Medicaid expansion, Medicaid coverage will be available to all non-Medicare 


eligible adults under the age of 65 with incomes up to 138%
19


 of Federal Poverty Level (FPL) 


($15,415 for an individual or $31,809 for a family of four in 2012).
20


  If the State chooses to 


expand, it is expected that the expansion population would consist almost entirely of childless 


adults and low income parents.   


 


The Wyoming Department of Health sought estimates for the number of additional Medicaid 


enrollees due to the optional expansion of Medicaid.
21


  Estimates received ranged from 11,500 to 


22,900, with a best estimate of 17,600.
22


  Table 2 illustrates the best estimate for Wyoming’s 


enrollment of the optional Medicaid expansion.   


 


 


Table 2: Medicaid Eligibility Estimates for Optional Groups by 2016 


                                                           
19


 While the ACA specifically states 133% FPL, because the ACA also requires a 5% income disregard, the new 


standard for financial eligibility is commonly referred to as 138% FPL.   
20


 In addition to making changes in who is eligible, the ACA also requires changes in determining eligibility.  States 


must now implement Modified Adjusted Gross Income (MAGI) to determine eligibility.   
21


 These numbers were taken from a report written by Milliman, Inc. in fulfillment of the requirements of Enrolled 


Act No. 93, Senate, Sixty-First Legislature of the State of Wyoming, 2011 General Session.  The final report was 


completed on September 1, 2012. This Milliman Medicaid Cost Study is available on the Department of Health 


website at http://www.health.wyo.gov 
22


 Wyoming Medicaid Expansion Analysis Reports Summary, Milliman Inc September 2012. 
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Population  Approximate Eligibility 


Expansion Adults 17,600 


Total 17,600 


 


The Centers for Medicare and Medicaid Services (CMS) has stated that there is no deadline by 


which states must decide whether to expand or not.  However, the 100% federal match is only 


available to states in the beginning years of the expansion in order to cover costs associated with 


the pent up demand for health services by the expansion population.  The ACA makes clear that 


the enhanced federal match is available at 100% only through 2016, after which time the federal 


match scales back to 90% by 2020. 
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SECTION V: WHAT ARE THE COSTS OF EXPANDING MEDICAID? 


To assist in the deliberation process, the Wyoming Department of Health was asked to conduct 


an analysis of how the Medicaid expansion would impact the State and specifically the Medicaid 


program.  Crucial to this decision is the expected impact on the State’s General Fund.   


To determine if Wyoming can afford to expand Medicaid coverage, the Wyoming Department of 


Health contracted with a consulting firm, Milliman, Inc. to acquire best-estimates of the financial 


impact the ACA would have on Wyoming Medicaid.
23


  The best-estimates received from 


Milliman included the cost of coverage of the two mandatory groups: the woodwork population 


and newly eligible children.  Best-estimates also included the cost of coverage of the optional 


group: the expansion adults.     


It should be noted that the costs associated with the ACA and the optional Expansion are shared 


between the state and the federal government. The best estimate, provided by Milliman, Inc., for 


these costs is represented in the table below.  Only the state share will be explored in the 


remainder of this report.   


 


Mandatory Group | Costs 


As stated previously, there will be costs to the Medicaid program caused by the ACA regardless 


of whether the program is expanded.  This is due to the enrollment the woodwork population and 


newly eligible children.  These individuals are expected to enroll in Medicaid because of the 


ACA.  This will increase enrollment in Medicaid, and thus will increase costs.   


 


The Milliman report best-estimate scenario of cost to the State General Fund for coverage of 


these two groups from FY2014 through FY 2020 was $95.5 million. The mandatory coverage of 


these two groups will also have administration costs estimated to be $4.4 million from FY 2014-


2020.  Total Wyoming General Fund costs for the coverage of mandatory groups are estimated to 


be $99.9 million based on the best estimate scenario presented by Milliman.  The following table 


provides year-by-year detail on the best-estimate costs to the State due to mandatory groups.   
 


 


                                                           
23


 Wyoming Medicaid Expansion Analysis Reports Summary, Milliman Inc September 2012. 


FY 2014 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 Total Cost


State Share $6.8 $14.1 $14.7 $18.0 $22.5 $25.1 $30.0 $131.2


Federal Share $57.5 $119.6 $129.1 $134.3 $137.0 $142.0 $144.9 $864.4


GRAND TOTAL $64.3 $133.8 $143.8 $152.3 $159.5 $167.0 $174.9 $995.6


Total Costs: State + Federal Shares |  Combined Mandatory and Optional Groups


Cost: State Share of Benefits FY 2014 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 Total 


Woodwork $3.9 $7.8 $7.7 $7.9 $8.3 $8.7 $9.1 $53.3


Expansion Children $2.6 $5.7 $6.1 $6.1 $6.4 $7.0 $8.4 $42.2


Administration $0.3 $0.6 $0.6 $0.7 $0.7 $0.8 $0.8 $4.4


GRAND TOTAL $6.8 $14.1 $14.4 $14.7 $15.4 $16.5 $18.3 $99.9


State General Fund Costs |  Mandatory Groups
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Optional Expansion Group | Costs 


The Milliman report estimated $35.7
24


 million in new State General Fund costs for the optional 


coverage of the Medicaid expansion group: expansion adults. This optional coverage will also 


have administrative costs to the State estimated to be $15.5 million from FY 2014-2020.   


 


The total Wyoming General Fund costs from FY 2014-2020 for the optional coverage of 


expansion adults are estimated to be $51.2 million (based on the best estimate scenario presented 


by Milliman). The following table presents a year-by-year illustration of the best-estimate costs 


of the optional expansion adults. 


 


 
 


Combined Mandatory and Optional Groups | Costs 


Based on Milliman’s best estimate scenario of costs,
25


 coverage of both the mandatory and 


optional groups will cost the State of Wyoming $131.2 million from FY 2014-2020 in health 


care costs and an additional $19.9 million in administrative costs. This results in a total cost to 


the State of Wyoming of $151.1 million from FY 2014-2020, as shown in the following table.    


 


It is important to note that a majority of these costs (66%) are due to the mandatory coverage of 


the woodwork population and newly eligible children ($99.9 million of the total $151.1 million). 


These mandatory groups are eligible to enroll in Wyoming Medicaid regardless of whether 


Wyoming chooses to expand coverage to optional expansion adults. 


The analysis of the cost of a Medicaid expansion to the State should not stop at the cost 


estimates.  Instead, it is important that decision makers also consider the offsets made possible 


by a Medicaid expansion.   


                                                           
24


 Wyoming Medicaid Expansion Analysis Reports Summary, Milliman Inc September 2012. pg.  25, Table 8.  
25


 Wyoming Medicaid Expansion Analysis Reports Summary, Milliman Inc September 2012. The best estimate 


scenario of direct healthcare costs is represented in Table 8 is found on page 25 of the Milliman report. The text box 


is taken from page 26 of the report represents total administration costs. At a 50% federal match, the State Share of 


the administrative costs are 50% of the amounts shown. 


Cost: State Share of Benefits FY 2014 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 Total Cost


Expansion Adults $0.3 $0.7 $0.9 $4.0 $7.8 $9.4 $12.6 $35.7


Administration $1.0 $2.1 $2.2 $2.4 $2.5 $2.6 $2.7 $15.5


GRAND TOTAL $1.3 $2.8 $3.1 $6.4 $10.3 $12.0 $15.3 $51.2


State General Fund Costs |  Optional Group


Cost: State Share of Benefits FY 2014 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 Total Cost


Woodwork (Mandatory) $3.9 $7.8 $7.7 $7.9 $8.3 $8.7 $9.1 $53.3


Newly-Eligible Children (Mandatory) $2.6 $5.7 $6.1 $6.1 $6.4 $7.0 $8.4 $42.2


Expansion Adults (Optional) $0.3 $0.7 $0.9 $4.0 $7.8 $9.4 $12.6 $35.7


Administration $1.3 $2.7 $2.9 $3.0 $3.2 $3.3 $3.5 $19.9


GRAND TOTAL $8.1 $16.9 $17.6 $21.0 $25.7 $28.4 $33.6 $151.1


State General Fund Costs | Mandatory & Optional Groups Total
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SECTION VI: WHAT OFFSETS ARE POSSIBLE? 


Throughout the years, the State has created a number of programs funded by the State General 


Fund to provide certain health care services to the State’s most vulnerable populations.  A 


number of these programs were thought necessary to provide health care to those unable to 


afford the cost of important health care services.  If the State expands its Medicaid program, 


many of these programs will no longer need to be funded with 100% General Funds because 


those served by these programs will have access to Medicaid’s health care coverage, or private 


insurance.  Offsets are the savings that could result from altering, reducing, or eliminating certain 


services that would no longer be needed if Wyoming Medicaid was expanded.  It is important to 


note that offsets are not “cuts,” but instead are the repurposing of existing state general funds to 


support the expansion of the Medicaid system. 


 


Many of these suggested offsets would maximize available federal financing for Wyoming’s 


healthcare system by shifting funding from programs that are currently 100% funded by the State 


General Fund to Medicaid, which will be funded 90%-100% by the federal government.   


 


The Wyoming Department of Health conducted an in-depth analysis of the information currently 


available regarding the costs and impacts of the ACA.  That analysis revealed that participating 


in the optional expansion of the Medicaid program would result in a projected cost savings for 


the State General Fund throughout the first 6 years
26


 of the ACA implementation (FY 2014-


2020).   This conclusion was reached based upon best-estimates of the various costs and potential 


offsets associated with the coverage of both mandatory and optional groups.     
 


Mandatory Coverage Groups | Offsets 


Expected enrollment of the two groups Wyoming Medicaid is required to cover (woodwork 


population and newly eligible children) is estimated to be 10,600 individuals.  This mandatory 


coverage is more expensive to the State than the optional coverage due to the lower FMAP of 


50%. The best-estimate of State share of the costs of coverage of these mandatory groups is 


$99.9 million from FY 2014-2020.   


These costs could be partially offset by altering current Medicaid and General Fund programs.  


Several programs outside of the Medicaid structure currently serve this population.  With new 


ACA provisions, these services become redundant and therefore can be absorbed into services 


required to be provided through Medicaid. 


 


The Wyoming Department of Health identified $18.7 million in program reductions by 


redesigning some current Medicaid programs and an additional $1.8 million by reducing other 


programs.   


 


The following is a list of programs that constitute offsets related to the mandatory group: 


 


                                                           
26


 The expansion begins January 1, 2014 and therefore is only active for six months of FY 2014. For this reason, FY 


2014 offsets are shown as half year offsets based on the full year figure in FY 2015. 







15 
 


 State-Only Foster Care 


 Medicaid Increased FMAP for CHIP 


 Children’s Special Health Program 


 


Between FY 2014 and FY 2020, it is estimated that $5.5 million in General Fund dollars could 


be offset due to foster care children qualifying for federal reimbursement, and $13.2 million 


could be offset due to shifting 1,000 children from CHIP to Medicaid. These changes result from 


enhanced federal match rates and eligibility changes.  An additional $1.8 million of General 


Fund program offset is expected due to ending the General Fund portion of the Children’s 


Special Health Program.  


 


Together, these possible offsets total $20.5 million
27


 from FY2014-2020. The table below 


provides year-by-year detail of the offsets for mandatory ACA groups.  
 


 
 


Optional Coverage Group: Expansion Adults | Offsets 


Opting to cover expansion adults would result in an estimated increase in enrollment of 17,600 


adults who do not currently qualify for Medicaid.  Costs for coverage of optional expansion 


adults are estimated to be $51.2 million for FY 2014-2020. 


The estimated costs to the State General Fund could be offset by altering current Medicaid and 


General Fund programs to pay for the increased coverage provided by the Medicaid expansion.    


With the addition of these optional expansion adults to the Medicaid rolls, many existing 


programs that target uninsured adults could provide offsets for costs.  These programs are: 


 


 Prescription Drug Assistance Program 


 Breast and Cervical Cancer Coverage 


 Pregnant by Choice Waiver 


 Employed Individuals with Disabilities 


 Mental Health & Substance Abuse Outpatient Services
28


 


 State Hospital 


 Renal Dialysis 


                                                           
27


 Offsets were adjusted by 4% inflation starting in FY 2016 to reflect the inflation rate used in the Milliman cost 


study for comparability. 
28


 An assumption that the Essential Health Benefit package that will be offered on the health benefits exchange will 


cover at least outpatient Mental Health was made in computing the offsets related to behavioral health programs. 


FY 2014 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020


Total 


Offsets


Offsets: Medicaid Programs


State-Only Foster Care $0.4 $0.8 $0.8 $0.8 $0.9 $0.9 $0.9 $5.5


Enhanced Federal Match for CHIP $0.0 $0.0 $2.9 $3.0 $3.1 $3.3 $0.8 $13.2


Offsets: Other WDH Programs


Children's Special Health $0.1 $0.2 $0.3 $0.3 $0.3 $0.3 $0.3 $1.8


GRAND TOTAL $0.5 $1.0 $4.0 $4.1 $4.3 $4.5 $2.1 $20.5


State General Fund Offsets | Mandatory Groups
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 Colorectal Cancer Screening 


 HIV/AIDS Medications 


 Tobacco Cessation Medication/Counseling 


 


The Wyoming Department of Health identified a total of $178 million in possible offsets.  This 


includes $27.2 million made possible by changing current Medicaid programs and $150.8 


million made possible by shifting newly eligible participants (and funding) either to Medicaid or 


to private insurance from other programs. The following table shows the offsets as related to the 


optional group of adults from FY2014 to FY2020.  


 


 
 


Combined Mandatory and Optional Groups | Offsets 


Combined State General Fund costs for mandatory and optional groups from FY 2014-2020 


were estimated to be $151.1 million. This is based on the best estimate scenario presented in the 


Milliman report, and includes both healthcare
29


 and administrative costs.
30


 


 


These costs could be greatly offset by altering current Medicaid and other programs.  Providing 


Medicaid coverage to both the mandatory groups and the optional expansion group would lead to 


the enrollment of an estimated 28,200 Wyoming residents.  Enrollment of these individuals in 


Medicaid would allow great opportunity for savings in State General Funded programs because 


the need for State funded health care services will be drastically decreased.   


 


                                                           
29


 Milliman Cost Study, September 2012, page 25, Table 8. The Milliman report identified $131.2 million in new 


state costs for Medicaid coverage of the mandatory groups (woodwork and newly eligible children) and optional 


groups (expansion adults). 
30


 Milliman Cost Study, September 2012, page 26. Figure shown in report includes federal and state portions. 


Administrative costs are at 50% Federal Match. Administrative costs to the state of Wyoming are expected to add an 


additional $19.9 million from FY 2014-2020. 


FY 2014 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020


Total 


Offsets


Offsets: Medicaid Programs


Prescription Drug Assistance -$     0.8$     1.0$      1.0$      1.1$       1.1$       1.2$       6.2$        


Breast and Cervical Cancer 0.5$     1.4$      1.8$      1.9$      1.9$      2.0$      2.1$       11.7$       


Pregnant By Choice Waiver 0.0$     0.1$      0.1$      0.1$      0.1$      0.1$      0.1$      0.4$       


Empl. Individuals w/Disabilities 0.4$     1.1$       1.4$      1.4$      1.5$      1.5$      1.6$      8.9$       


Offsets: Other WDH Programs


Mental Health & Substance Abuse 5.6$     14.8$   18.5$   19.3$   20.0$   20.8$   21.7$    120.7$   


Wyoming State Hospital 0.8$     1.7$      1.7$      1.8$      1.8$      1.9$      2.0$      11.6$      


Renal Dialysis 0.2$      0.6$     0.7$     0.8$     0.8$     0.8$     0.9$     4.8$       


Colorectal Cancer Screening 0.2$      0.7$     0.8$     0.9$     0.9$     0.9$     1.0$      5.4$        


HIV/AIDS (Medications) 0.1$      0.3$     0.4$     0.4$     0.4$     0.4$     0.4$     2.3$        


Tobacco Cessation 0.3$     0.7$     0.9$     1.0$      1.0$      1.0$      1.1$       6.0$       


GRAND TOTAL 8.2$      22.2$    27.3$   28.3$   29.5$   30.7$   31.9$   178.0$   


State General Fund Offsets | Optional Group
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Savings that could be used to offset the costs of Medicaid coverage were previously shown for 


the mandatory and optional expansion groups. Combined, the Wyoming Department of Health 


identified $45.9 million in savings by modifying current Medicaid programs and $152.6 million 


in savings by reducing or eliminating General Fund programs. Together, these possible offsets 


total $198.5 million.
31


  


 


The table below combines the offsets for the mandatory and optional expansion groups.     
 


 


 


                                                           
31


 Offsets were adjusted by 4% inflation starting in FY 2016 to reflect the inflation rate used in the Milliman cost 


study for comparability. 


FY 2014 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020


Total 


Offsets


Offsets: Medicaid ProgramsPrescription Drug Assistance 


Program -$     0.8$     1.0$      1.0$      1.1$       1.1$       1.2$       6.2$        


State-Only Foster Care 0.4$     0.8$     0.8$     0.8$     0.9$     0.9$     0.9$     5.5$        


Enhanced Federal Match for CHIP -$     -$     2.9$      3.0$     3.1$      3.3$      0.8$     13.2$      


Breast and Cervical Cancer Program 0.5$     1.4$      1.8$      1.9$      1.9$      2.0$      2.1$       11.7$       


Pregnant By Choice Waiver 0.0$     0.1$      0.1$      0.1$      0.1$      0.1$      0.1$      0.4$       


Employed Individuals w/ Disabilities 0.4$     1.1$       1.4$      1.4$      1.5$      1.5$      1.6$      8.9$       


Offsets: Other WDH Programs


Mental Health and Substance Abuse 5.6$     14.8$   18.5$   19.3$   20.0$   20.8$   21.7$    120.7$   


Wyoming State Hospital 0.8$     1.7$      1.7$      1.8$      1.8$      1.9$      2.0$      11.6$      


Children's Special Health Program 0.1$      0.2$      0.3$     0.3$     0.3$     0.3$     0.3$     1.8$        


Renal Dialysis 0.2$      0.6$     0.7$     0.8$     0.8$     0.8$     0.9$     4.8$       


Colorectal Cancer Screening 0.2$      0.7$     0.8$     0.9$     0.9$     0.9$     1.0$      5.4$        


HIV/AIDS (Medications) 0.1$      0.3$     0.4$     0.4$     0.4$     0.4$     0.4$     2.3$        


Tobacco Cessation 0.3$     0.7$     0.9$     1.0$      1.0$      1.0$      1.1$       6.0$       


GRAND TOTAL 8.7$     23.2$    31.2$    32.5$   33.8$   35.1$    34.0$  198.5$   


State General Fund Offsets | Mandatory and Optional Groups Total
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SECTION VII: SUMMARY OF FINANCIAL IMPACT TO WYOMING 


This section combines the best-estimate costs from the Milliman Study and offsets identified by 


the Wyoming Department of Health to consider the overall financial impact to Wyoming of 


mandatory groups, optional groups, and both groups combined. Based on this analysis, 


expansion to all groups is a better financial decision for the State than solely offering coverage to 


mandatory groups. 


Mandatory Group | Overall Financial Impact 


After considering new costs and possible offsets, the net cost of covering the mandatory groups 


is estimated to be $79.4 million to the State from FY 2014-2020 (annual estimates can be seen in 


the table below).  
 


 


Expansion Group | Overall Financial Impact 


The Wyoming Department of Health estimates that expanding Medicaid to cover the optional 


expansion adults will result in a net savings of $126.8 million to the State from FY 2014-2020. 


This is primarily due to the enhanced FMAP for coverage available for this group (100% from 


2014-2016 and 90% from 2020 and beyond), as well as increased potential for savings from 


State General Funded programs.  Year-by-year estimates of these savings can be seen in the table 


below. 


 


Combined Mandatory and Optional Groups | Overall Financial Impact 


The Wyoming Department of Health predicts that a savings to the State General Fund will occur 


if Wyoming Medicaid offers coverage to both the mandatory and optional groups.  The savings 


made possible by an expanded Medicaid are estimated to total $47.4 million from FY 2014-


2020.  The summary table, below, provides a year-by-year analysis of the net cost savings across 


both the mandatory and optional groups.  


 


 


FY 2014 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 Net Total


Costs $6.8 $14.1 $14.4 $14.7 $15.4 $16.5 $18.3 $99.9 


Offsets $0.5 $1.0 $4.0 $4.1 $4.3 $4.5 $2.1 $20.5


Net Cost -$6.3 -$13.1 -$10.5 -$10.5 -$11.1 -$12.0 -$16.2 -$79.4


Net Cost to State General Fund | Mandatory Groups


FY 2014 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 Net Total


Costs $1.3 $2.8 $3.1 $6.4 $10.3 $12.0 $15.3 $51.2 


Offsets $8.2 $22.2 $27.3 $28.3 $29.5 $30.7 $31.9 $178.0 


Net Savings $6.9 $19.4 $24.1 $22.0 $19.2 $18.7 $16.6 $126.8


Net Savings to State General Fund | Optional Group


FY 2014 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 Net  Total


Costs $8.1 $16.9 $17.6 $21.0 $25.7 $28.4 $33.6 $151.1 


Offsets $8.7 $23.2 $31.2 $32.5 $33.8 $35.1 $34.0 $198.5 


Net Savings $0.6 $6.3 $13.7 $11.4 $8.1 $6.7 $0.4 $47.4


Net Impact to State General Fund | Mandatory and Optional Groups Total
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The mandatory (children and woodwork) and optional (expansion adults) groups account for an 


estimated 28,200 new Medicaid enrollees.  While most of the cost to the State is caused by the 


required coverage of mandatory groups due to their lower federal match (50% FMAP), most of 


the savings were made possible through the optional expansion to adults.  


This leads the Department of Health to conclude purely on a financial basis that the coverage of 


both mandatory and optional groups is a better budgetary choice for the State General Fund.  


Pursuant to the Department of Health’s analysis, expanding Medicaid to cover optional 


expansion adults would result in a net savings to the General Fund of $47.4 million from FY 


2014-2020.  


While the impact to the State’s General Fund is crucial to the decision as to whether or not to 


expand Wyoming Medicaid, it is just one piece in the larger deliberation process.  Consideration 


should also be given to how the expansion of Medicaid could impact Wyoming as a whole.  A 


variety of impacts to Wyoming are explored in the final section of this report.   
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SECTION VIII: POTENTIAL IMPACTS TO WYOMING 


The optional expansion of Medicaid to cover non-Medicare eligible adults up to 138% FPL is 


expected to have both positive and negative impacts on the State.  While an introduction to 


Wyoming’s uninsured was given in Section III, it is important to discuss the positive impacts to 


the state of reducing the rate of uninsured residents.   


Reducing the rate of uninsured will positively impact Wyoming’s residents and health care 


providers.  It could also positively impact the State’s economy, not only by infusing more money 


into the system, but also by creating demand for health care sector jobs.  


There are also some potential negative impacts, including provider shortages and uncertainty 


about the federal deficit.  


POSITIVE | Increased Numbers of Insured  


CPS estimates of Wyoming’s uninsured population, by income, show that approximately 30% of 


uninsured residents had incomes at 138% Federal Poverty Level (FPL) or below and would be 


eligible for Medicaid if it was expanded (though not all are expected to enroll).
32


    


 


According to a recent Kaiser Commission on Medicaid and the Uninsured report, “[r]esearch 


demonstrates that gaining health insurance restores access to health care considerably and 


diminishes the adverse effects of having been uninsured.”
33


  The Kaiser report describes a study 


on newly covered Medicaid enrollees in Oregon that found gaining Medicaid increased the 


likelihood of having an outpatient visit by 35% and taking a prescription by 15%.
34


   


 


A recent study done by the Harvard School of Public Health and published by the New England 


Journal of Medicine
35


 found a drop in mortality rates in three states that expanded their Medicaid 


programs in the five years after the expansions.  The study found that, on average, death rates fell 


by 19.6 deaths per 100,000 adults as compared with nearby control states.  If Wyoming 


experienced a similar effect as found in the study, the expansion could prevent 111
36


 Wyoming 


deaths per year within five years. The Wyoming death rate in 2009 was 776.4 deaths per 100,000 


adults, which was higher than national average of 741.1 deaths per 100,000 adults.
37


 


 


                                                           
32


 2011 State of Wyoming Department of Insurance, Health Benefits Exchange Planning and Actuarial Health 


Insurance Market Study, Final Report, Gorman Actuarial, LLC 
33


 Kaiser Commission on Medicaid and the Uninsured. The Uninsured| A Primer. October 2012. Kaiser report found 


at http://www.kff.org/uninsured/upload/7451-08.pdf 
34


 Kaiser report, The Uninsured| A Primer 
35


 See http://www.nejm.org/doi/full/10.1056/NEJMsa1202099  
36


See Wyoming 2011 Census Population Estimate http://quickfacts.census.gov/qfd/states/56000.html.  The 


population of Wyoming was projected to be 568,158 in July 2011. 
37


 See The Centers for Disease Control and Prevention (CDC), National Center for Health Statistics, Division of 


Vital Statistics, National Vital Statistics Report Volume 60, Number 3, December 2011, Table 19. Available 


at http://www.cdc.gov/nchs/data/nvsr/nvsr60/nvsr60_03.pdf. 



http://www.nejm.org/doi/full/10.1056/NEJMsa1202099

http://www.cdc.gov/nchs/data/nvsr/nvsr60/nvsr60_03.pdf
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POSITIVE | Reduced Uncompensated Care 


Expanding health care coverage through Medicaid would benefit the State of Wyoming beyond 


the direct benefits to the recipients of health care. 


 


According to the Wyoming Hospital Association, in 2011 uncompensated care for Wyoming 


hospitals amounted to $199.8 million
38


. While other providers also provide uncompensated care, 


hospitals provide the majority of this care.  Decreasing the number of uninsured will decrease the 


amount of uncompensated care experienced by all Wyoming providers.    


 


Uncompensated care costs are not just incurred by providers.  These costs are passed on to 


governments, private insurers, and individuals who pay directly for health care.
39


 This is called a 


cost shift.  The cost of providing care to those who cannot pay is shifted to those who can.  This 


cost shift leads to higher costs for health care and higher premiums for those who are insured.    


 


By implementing an expansion in Medicaid alongside the implementation of healthcare reform, 


the costs of uncompensated care would decline. This would help reduce cost shifting from the 


uninsured to existing payors such as private insurance and Medicaid.
40


  


POSITIVE | Wyoming Economy and Employment 


The expansion of Medicaid could have a beneficial impact on Wyoming’s economy. The 


estimated additional federal dollars passed on to the Wyoming healthcare system could equal 


$864.4 million from FY 2014 – FY 2020.   


Approximately 96% of Wyoming’s Medicaid dollars go to local health care providers.  Not only 


would an expansion of Medicaid mean that Wyoming providers would have less uncompensated 


care costs, but with significantly more Medicaid enrollees, providers would see an increase in 


demand for services and thus would have potential for increased revenue.  As one example, the 


state of Nebraska estimated 10,770 – 13,044 jobs will be created from by 2020 due to the 


Medicaid Expansion.
41


 


NEGATIVE | Provider Shortages 


The optional expansion of Medicaid, along with the other provisions of the ACA that will 


increase access to health care coverage (Health Benefit Exchange, subsidies, mandates), may 


exacerbate provider shortages in some parts of the state for some types of services.  Whether or 


not the State chooses to expand its Medicaid program, health care providers should expect to see 


an influx in patients beginning in 2014.    


                                                           
38


 See http://wyofile.com/2012/10/medicaid-expansion-wyoming-awaits-data-postpones-decisions/ 
39


 See http://www.kff.org/uninsured/7809.cfm  
40


 See http://www.cbpp.org/cms/index.cfm?fa=view&id=3801  
41


 See University of Nebraska Health Center for Health Policy, Medicaid Expansion in Nebraska Under the 


Affordable Care Act, page 5 exhibit 5. Found at http://www.unmc.edu/publichealth/docs/medicaidexpansion.pdf 



http://wyofile.com/2012/10/medicaid-expansion-wyoming-awaits-data-postpones-decisions/

http://www.kff.org/uninsured/7809.cfm

http://www.cbpp.org/cms/index.cfm?fa=view&id=3801
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NEGATIVE | Federal Deficit 


The Federal government has committed to pay at least 90% of the costs of the optional expansion 


group indefinitely after 2020. Some legislators have voiced concern that due to the Federal 


deficit, the Federal government will not be able to honor this obligation and may try to lower the 


federal match percentage for the optional expansion group some time in the future.  


The Wyoming Department of Health has conducted this analysis based on the ACA as it is 


currently written, and is not in the position to evaluate the current or future financial position of 


the Federal Government.  It should be noted, however, that a state is able to opt out of the 


optional Medicaid expansion at any time it deems appropriate. If the federal government reduces 


its match for this optional group, Wyoming could opt out of the expansion at that time. 


 


Conclusion 


The state of Wyoming now must make a choice about whether or not to participate in the 


optional expansion of Medicaid.  The purpose of this report is to provide information for 


decision-makers such that an informed decision can be made.  While there are significant costs 


associated with both the mandatory and optional groups, it is clear from the findings presented 


here that participating in the optional expansion of Medicaid would enable Wyoming to increase 


the number of individuals covered by the Medicaid program, without increasing its state general 


fund contribution to the program.   
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PERSPECTIVES ON THE MEDICAID PROGRAM  
THE PARTNERSHIP FOR MEDICAID       SEPTEMBER 2012 


 


Medicaid: Federalism in Action  


THE MEDICAID PROGRAM IS A PARTNERSHIP among the states and the federal government to provide 


health coverage to low-income individuals and families. Each state runs a unique Medicaid program 


within policy parameters established at the federal level which require the coverage of certain 


individuals and services (“mandatory” populations and services) and authorize the coverage of 


others (“optional” populations and services).  


This structure has provided state Medicaid programs 


with the opportunity to be innovative in the way they 


deliver coverage.  Since Medicaid’s inception, states 


have been taking advantage of this flexibility to create 


programs that reflect the unique characteristics and 


challenges found in their states and localities.  


The federal government contributes a portion of the 


costs of the program. States provide the balance. This 


proportion, which varies by state, is determined by a 


statutory formula which establishes a “federal 


medical assistance percentage,” or FMAP.  The 


minimum FMAP a state can receive is 50%. In 2012, 


the average state FMAP is 58%; the highest is 74.2%. 


The shared financial and programmatic 


responsibilities of the federal government and the 


states make the Medicaid program the largest 


successful example of federalism in modern America. 


Medicaid: An Overview 


The Medicaid program covers more than 60 million Americans nationwide, including one in three 


children, more than 8 million people with disabilities and nearly two out of three nursing home 


residents.1 This includes more than 9 million individuals whose primary source of acute care 


coverage is Medicare. Medicaid not only provides access to acute health care services, such as 


hospital, clinic and physician services, but also—unlike most health insurance programs—provides 


coverage for long-term supports and services, such as nursing home and personal care services, and 


other care such as behavioral health and substance-abuse services.   


Highlights 


 The Medicaid program is a state- 


federal partnership serving more 


than 60 million Americans. 


 Medicaid is an economic engine for 


State and local economies, creating 


an average of $3.35 in economic 


activity for every $1 of state 


spending.  


 Medicaid is a cost-effective 


program; its costs are growing 


more slowly than other segments 


of the health care system. 


 Consumer satisfaction with the 


Medicaid program is high. 


 Studies show the benefits of having 


Medicaid coverage. 
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Medicaid covers parents and 


children whose incomes are near 


or below the Federal poverty level 


(less than $20,000 for a family of 


three)2, disabled adults, and the 


elderly. However, most states do 


not cover non-disabled, non-


pregnant single adults, and many 


only cover parents in extreme 


poverty.  Beginning in 2014, states 


will have the ability to expand this 


important coverage to all people at 


or below 138% of the federal 


poverty level (approximately 


$15,000 for a single adult, or 


$26,000 for a family of three) 


under the Affordable Care Act.   


The majority of Medicaid enrollees are low-income children and their parents from working 


families.  But these enrollees account for only a fraction of Medicaid spending; the majority of 


spending—almost 70 percent—is for services for the elderly and persons with disabilities, which 


make up less than one-fourth of the population (Figure 1). 


 


 
Medicaid is Cost-Effective  


MEDICAID PROVIDES HEALTH COVERAGE at a 


fraction of the cost of employer-based 


coverage. 


In fiscal year 2009, Medicaid spent an average 


of $3,684 per adult enrollee3, while the 


average cost of employer-sponsored 


insurance for a single adult was $4,824 


(Figure 2).4  This efficiency extends to 


families; the average cost to cover a parent 


and two children through Medicaid was 


$8,592 in 2009, compared with an average 


cost of $13,375 through employer-sponsored 


insurance—more than one and a half times as 


expensive as Medicaid.5 


Medicaid also does a better job in controlling 


cost growth.  From 2007 to 2010, Medicaid 


spending per enrollee grew at less than half 


$3,684  


$8,592 


$4,824  


$13,375 


$0 


$4,000 


$8,000 


$12,000 


$16,000 


Individual Adults Family Coverage* 


Figure 2. Medicaid Coverage is 


Substantially Less Expensive 


than Employer-Based Insurance 
 


Costs of Coverage, Fiscal Year 2009 


Medicaid Employer-Sponsored 


*Family defined as an adult and two children. Sources: 
MACPAC analysis of MSIS and CMS-64 net financial 


management report data as of May 2012; Kaiser/HRET 
Health Benefits 2009 Annual Survey. 


51% 


19% 


25% 


14% 


16% 


45% 


8% 
22% 


Enrollees (60.4 Million) Expenditures ($364 Billion) 


Figure 1. Most Medicaid Expenditures are for 


Services for the Elderly and Persons with 


Disabilities 


Aged 


Disabled 


Adults 


Children 


Source: MACPAC analysis of Medicaid Statistical Information System (MSIS) 
and CMS-64 net financial management report. Data as of May 2012. 


Enrollment and Expenditures, Fiscal Year 2009 
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the rate of private insurance, and at a rate 


lower than both the medical care consumer 


price index (CPI) and national health 


expenditures per capita6 (Figure 3).  


Medicaid spends a lower percentage on 


administration than private insurance. The 


Medicaid program’s administrative cost 


proportion is less than two-thirds that of 


private insurance (Figure 4). While 


administrative costs are necessary to assure 


accurate claims payment, eligibility 


determination, and fraud prevention, most 


health care program spending should go 


directly to care.  


 


When combined with the slower growth in 


costs per enrollee, the lower cost per 


enrollee, and lower administrative costs, it is 


clear that the Medicaid program is cost-


effective. 


 
 


Those calling for significant restructuring of 


the Medicaid program choose to focus on the 


overall growth in spending.  This fails to 


recognize that, as a counter-cyclical program, 


Medicaid enrollment increases during 


economic downturns.  When people become 


unemployed, their income level drops and 


they often lose access to private health 


insurance. Economists studying the 


relationship between employment and health 


coverage have found that a percentage point 


increase in the unemployment rate 


corresponds with a 0.95% drop in the 


percentage of children receiving employer-


sponsored insurance; the percentage of 


children receiving Medicaid or Children’s 


Health Insurance Program coverage grows 


0.79%.7  It does not take long to realize that a 


rising unemployment rate means a significant 


growth in the Medicaid program.   


 


 


 


 


 


12.1% 


7.4% 


0.0% 


2.0% 


4.0% 


6.0% 


8.0% 


10.0% 


12.0% 


14.0% 


Private Insurance Medicaid 


Figure 4. Medicaid 


Administrative Costs are 60% 


Those of Private Insurance 


Sources: Office of the Actuary (OACT), CMS, 
National health expenditures by type of service 


and source of funds, January 2012; OACT, 
National Health expenditure accounts: 


Methodology paper, 2010, 2012. 


2.50% 


3.30% 


5.50% 


3.40% 


0.00% 


1.00% 


2.00% 


3.00% 


4.00% 


5.00% 


6.00% 


Medicaid 


services 
per 


enrollee 


NHE per 


capita 


Private 


health 
insurance 


per 
enrollee 


Medical 


care CPI 


Figure 3. Medicaid Better 


Controls Rising Costs 
 


Average Cost Growth, 2007-2010 


Source: Enrollment-Driven Expenditure Growth: Medicaid 
Spending During the Economic Downturn, FFY 2007-


2010, Kaiser Family Foundation. 







THE PA RTN ER SH IP F OR  ME DICAID  PE RSP ECTIVE S ON  TH E M EDICAI D P RO G RAM | 4  


 


Providing more people with coverage, 


whether as the result of economic downturns 


or federal and state decisions to expand 


eligibility levels, causes expenditures to rise 


as well.  Over the past decade, changes in 


enrollment and spending have closely tracked 


together (Figure 5). This effect makes it 


virtually impossible to cap the federal 


government’s support for Medicaid at a 


predetermined level without shifting 


significant costs to states during recessions.  


A capped federal contribution in a recession 


would force states to either cut other 


essential programs or drastically reduce 


provider payments, jeopardizing the 


effectiveness of the program.  This would 


exacerbate the gap between Medicaid and 


Medicare payment levels that already exists 


(Figure 6).  
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Medicaid Provides Needed, Quality Care 


CRITICS OFTEN ARGUE that people on Medicaid 


are no better off  than they would be if they 


were uninsured. This is not true.  Multiple 


studies show people are better off on Medcaid 


than being uninsured.   


 A randomized study done in Oregon 


showed that Medicaid enrollees were 


70% more likely to report having a 


regular place of care, and 55% more likely 


to report having a usual doctor than 


similar people who were uninsured. 


Medicaid enrollees were also 40% less 


likely to have to borrow money or skip 


other payments because of medical bills. 


Most importantly, Medicaid enrollees are 


25% more likely to indicate they are in 


good, very good, or excellent health.8  


 A recent study in the New England 


Journal of Medicine shows that states that 


expanded Medicaid saw a reduction in 


their mortality rate, as well as improved 


access to care, and better self-reported 


health among the expansion population.9  


Medicaid enrollees are less likely than the 


uninsured or privately-insured individuals to 


go without needed medical care due to cost 


(Figure 7).  Medicaid enrollees are also less 


likely to lack a usual source of care. 


 Only 4% of adults on Medicaid went 


without care due to cost, compared with 


9% of privately-insured adults, and more 


than one-quarter of uninsured adults10.   


 Medicaid does even better among 


children: only 1% went without needed 


care due to cost, compared to 13% of the 


uninsured11.  


 11% of Medicaid-covered adults and 3% 


of Medicaid-covered children report no 


usual source of care, compared with more 


than half of all uninsured adults and 29% 


of uninsured children (Figure 8)12. 


Quality and performance in Medicaid are 


measured in a variety of ways. In 


comprehensive, risk-based managed care, 


which covers 47 percent of Medicaid 
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enrollees,* plans submit data based on 


national quality measures that states and the 


federal government can use to assess specific 


plan and overall program performance. 


Depending on state reporting requirements, 


plans provide data for some or all of the 


following measures: 


 


 HEDIS (Healthcare Effectiveness Data and 


Information Set): a standardized set of 76 


measures constructed to assess 


effectiveness of care, access and 


availability of care, experience of care, 


and utilization and relative resource 


use13. 


 CAHPS (Consumer Assessment of 


Healthcare Providers and Systems):  a 


standard survey to assess patient 


experience and satisfaction14. 


The performance of health plans on these 


measures speaks for itself. Recent CAHPS 


surveys have shown Medicaid enrollees rate 


their experience highly. Respondents were 


asked to assign a rating from “0” (the worst) 


to “10” (the best) to their health plan. Adults 


on Medicaid, or parents with children on 


Medicaid, are more likely to rate their 


experience as above satisfactory (a score of 7 


or higher) or give their plan a top (9 or 10) 


rating than those enrolled in commercial 


plans (Figure 9). Other types of oversight – 


such as requirements for network adequacy – 


help to ensure that enrollees have access to 


care, not merely health insurance coverage.  


 


There is considerable variation across states 


in the way they choose to address and 


measure quality outside of comprehensive, 


                                                                 
* Approximately 71 percent of Medicaid enrollees 


receive some type of service through a managed 


care arrangement, which CMS defines to include 


comprehensive, risk-based managed care, primary 


care case management, and limited -benefit plans.  


risk-based managed care arrangements. A 


number of states are attempting to develop 


robust Medicaid fee-for-service quality 


measurement systems, recognizing the 


importance of being able to measure quality 


throughout the Medicaid program.15.  


Among other examples of the efforts states 


are undertaking to improve and reward 


quality inside and outside comprehensive, 


risk-based managed care are pay-for-


performance (P4P) incentive programs. 


States have considerable discretion in 


designing P4P initiatives and the providers 


included (e.g., nursing facilities, hospitals, 


physicians, health plans). Programs, 


therefore, vary from state to state. They are, 


however, typically based on a variety of 


measures which can address staffing, survey 


outcomes, consumer satisfaction, and clinical 


quality. To qualify for incentive payments, a 


provider or plan must meet certain quality 


thresholds established by the state, or 


demonstrate a set degree of improvement.  


Some states are also tying payment to quality 


outcomes as they develop accountable care 


organizations (ACOs) for their Medicaid 
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Figure 9. Medicaid Managed Care 


Plans Are More Highly Rated By 
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Source: Agency for Healthcare Research and Quality, 
CAHPS 2011 data. 
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populations. This model changes financial 


incentives to encourage better-coordinated 


care delivery across providers and 


accountability for patients at the practice 


level. While they all apply core ACO concepts, 


such as value-based purchasing, care 


management targeted to high-risk patients 


that use health services at an avoidably high 


rate, and data-sharing, each state is able to 


tailor these strategies to address the needs of 


their unique state and local markets.16 


Medicaid is an Integral Part of the 


Economy 


MEDICAID PLAYS A VITAL ROLE in supporting the 


health care system as a whole.  In 2010, the 


state and federal share of Medicaid accounted 


for 17% of all national health spending. For 


providers such as hospitals, physicians and 


clinics, and long term supports and services 


providers such as nursing homes and home 


and personal care services, Medicaid 


payments represent a significant portion of 


revenues (Figure 10). 


Medicaid revenues support an even greater 


proportion of the services provided by safety 


net providers: 


 Medicaid is the most important source of 


financing for National Association of 


Public Hospitals (NAPH) members, 


representing 35% of total net revenue in 


2010. Medicaid DSH (disproportionate 


share hospital) funding, which is designed 


to make up for uncompensated care and 


Medicaid’s lower reimbursement rates, 


represented 8% of total revenue and 


financed 24% of the unreimbursed care 


provided by NAPH members in 2010. 


NAPH-member hospitals account for 


800,000 jobs annually.  


 In 2010, Medicaid comprised 38% of 


revenue for Community Health Centers.  


 Medicaid is the largest single payer in the 


country for mental health services. 


Federal spending on the Medicaid program 


helps to drive state and local economies.  


Federal funds support wages for people 
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Figure 10. Percentage of National Health Expenditures Paid by 


Medicaid in 2010 


Sources: Office of the Actuary (OACT), CMS, National health expenditures by type of service and source of 


funds, January 2012; OACT, National Health expenditure accounts: Methodology paper, 2010, 2012, 
http://www.cms.gov/NationalHealthExpendData/downloads/dsm-10.pdf  
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providing services to Medicaid enrollees, that 


are in turn spent on other goods and services, 


producing what economists call the 


“multiplier effect,” increasing commerce and 


tax revenue in a local area. An analysis done 


by the University of Baltimore looked at the 


multiplier effect across all 50 states.  The 


analysis found that, on average, every state 


dollar spent by the Medicaid program 


resulted in $3.35 worth of state and local 


economic activity17. 


The Kaiser Commission on Medicaid and the 


Uninsured also found strong evidence of the 


multiplier effect when it examined the results 


of 29 studies on the economic impact of 


Medicaid spending on state economies. The 


Commission found that all 29 studies, despite 


using different economic models, concluded 


that Medicaid had a positive impact on state 


economies.18  Other studies reached similar 


conclusions: 


 Medicaid spending supports jobs; an 


Oklahoma study showed the State 


program to be responsible for supporting 


99,036 jobs.19 


 Medicaid spending increased workforce 


earnings; a study of the Utah program 


showed that for every $1 million spent on 


Medicaid, earnings for Utah workers 


increased $2.2 million20. 


 Medicaid spending increased business 


activity; a study showed Florida’s 


Medicaid program generated an 


additional $8.7 billion in economic 


activity21. 


These effects will be even more pronounced 


for those states which enact the Medicaid 


expansion authorized in the Affordable Care 


Act; the federal match on state spending for 


this expansion will be substantially greater 


than that evaluated in any of these studies.   


In addition to the benefit Medicaid provides 


to state and local economies, Medicaid is an 


important part of one of the strongest and 


fastest growing parts of the economy, the 


health care and social assistance sector.   


 According to the Bureau of Labor 


Statistics, the health care and social 


assistance sectors will add 5.6 million 


additional jobs to health care to the 


economy over the next decade22.   


 In current projections, jobs in the health 


care field account for one-third of the 


fastest growing occupations in the United 


States23.    


 During the recent recession, as 


unemployment rose, the health care 


sector continued to grow, actually adding 


482,000 jobs between 2007 and 2009 in 


part due to increased Medicaid spending. 


Over the same time period, the non-


farming economy lost 7.5 million jobs24.  
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Summary 


Medicaid is an integral part of the nation’s economic and social fabric.  It provides needed, quality 


care to low-income children and families, adults, the elderly and those with disabilities.  Many of 


those on the program are from a family whose workplace does not offer health insurance or does 


not offer it at an affordable price.  Less costly than private coverage, Medicaid has also controlled 


per enrollee spending growth.  Medicaid funding supports the health care system, the safety net, 


economic activity and jobs—within both the health care system and the economy at large. 


The Partnership for Medicaid 


The Partnership for Medicaid is a nonpartisan, nationwide coalition made up of organizations 
representing doctors, health care providers, safety net health plans, counties and labor. The goal of 
the coalition is to preserve and improve the Medicaid program. 
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Scope of Analysisp y


• Impacts are not included for the administration of new program elements or changes 
to the state disproportionate share allowances which are currently unknown.  p p y
Changes to the federal pharmacy rebate are already built-in to the underlying 
Medicaid estimates. 
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Conference Results: Existing ProgramCo e e ce esu ts st g og a
• Currently Eligible but not Enrolled—Indeterminate.  While the 


Social Services Estimating Conference believes that added 
expenditures to the existing program are likely under the provisions 
of the Federal Affordable Care Act, only the state’s maximum 
exposure can be estimated. The likelihood and pace of the 


l ti ’ t ti f i t b bl f tpopulation’s presentation for services cannot be reasonably forecast 
at this time.  The numbers provided in the Appendix for this 
population can be interpreted as the state’s maximum exposure 
should 100% of the population change behaviorshould 100% of the population change behavior.


• Increased Rates for Primary Care Practitioners—For SFY 2012-
13 SFY 2013 14 d SFY 2014 15 th t t l t13, SFY 2013-14 and SFY 2014-15, the total costs per year range 
from $424.8 million to $849.7 million.  There are no state costs 
during the required increased-rate period.  At this time, the estimates 
for the primary care fee increase may not reflect all of the details infor the primary care fee increase may not reflect all of the details in 
the May 2012 draft CMS rule relating to the fee increase.
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Conference Results: Optional ProgramConference Results: Optional Program


The costs associated with the optional program (including crowd out) are related 
to an expansion of the existing program and are therefore subject to a futureto an expansion of the existing program, and are therefore subject to a future 
action of the Legislature and approval by the Governor prior to their taking 
effect.  The numbers immediately following reflect Conference decisions as 
stated in the assumptions.  The numbers provided in the Appendix are for 
information only and can be interpreted as the state’s maximum exposure 
should 100% of the eligible population participate in the optional program.  


Expansion into Optional Program (including Crowd Out) For SFY– Expansion into Optional Program (including Crowd Out)—For SFY 
2013-14 through SFY 2022-23, the total costs per year start at $862.8 
million and grow to $3.4 billion.  The state share of these costs start in SFY 
2016-17 at $79.2 million and grow to a cost of $337.6 million per year.


– Increased Rates for Primary Care Practitioners—For SFY 2012-13, SFY 
2013-14 and SFY 2014-15, the total costs per year range from $38.2 million 
to $54 4 million once the expansion starts There are no state costs duringto $54.4 million once the expansion starts.  There are no state costs during 
the required increased-rate period.
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Assumptions Related to Medicaid and CHIP


KEY ELEMENT Affordable Care Act


FMAP/ Current Eligibility Level (EXISTING 
PROGRAM)


Regular FMAP (58.62%) for SFY 13‐14, (59.09%) for SFY 14‐15, and (59.37%) thereafter.  Based 
on 7/12 FMAP Calculation.


FMAP/ CHIP (EXISTING PROGRAM) Anticipated enhanced FMAP for CHIP Population begins 10/1/2015 (138% Federal Poverty 
Level and above)


•10/1/2015: 71.59+23.0=94.59%


CHIP/ Eligible but Not Enrolled (EXISTING 
PROGRAM)


Since the analysis begins on July 1,2013 (2013‐2014 State Fiscal Year), and the enhanced CHIP 
FMAP does not  begin until 10/1/2015, the following FMAP levels are used for CHIP eligible 
but not enrolled based on 7/12 FMAP calculation:


•71.11% SFY 2013‐2014
•71.34% SFY 2014‐2015
•88.80% SFY 2015‐2016
•94.59% SFY 2016‐2017 and beyond


Medicaid Expansion (OPTIONAL PROGRAM) Expand eligibility to 138% Federal Poverty Level – beginning 1/1/2014
•138% FPL for a family of 4: $31,809


FMAP/ Medicaid Expansion (OPTIONAL 
PROGRAM)


Provides for enhanced FMAP for expansion population:
•100% CY 2014
•100% CY 2015
•100% CY 2016
•95% CY 2017
•94% CY 2018
•93% CY 2019•93%  CY 2019
•90% CY 2020 and beyond


CHIP Transition (OPTIONAL PROGRAM) Children under 138% FPL move from Title XXI CHIP Program to Title XIX Medicaid program.  
The regular CHIP EFMAP (71.00%) for SFY 13‐14, (71.34%) for SFY 14‐15, and (71.55%) 
thereafter received for these children. Based on 7/12 FMAP Calculation.


Increased Rate for Practitioners  (BOTH 100% federallly funded increase to select codes for primary care providers for 2013 and 2014.  Increased Rate for Practitioners ( OTH
PROGRAMS)


00% federallly funded increase to select codes for primary care providers for 0 3 and 0 4.
This impacts approximately 35% of primary care codes under the Florida Medicaid Program.  
The estimates for the primary care fee increase may not reflect all of the details included in 
the May 2012 draft CMS rule relating to the fee increase.
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Existing and Optional 
Medicaid / CHIP Eligibility LevelsMedicaid / CHIP Eligibility Levels 
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Assumptions: 
Eligible but not Enrolled under Existing ProgramEligible but not Enrolled under Existing Program


• Based on 2008-2010 3-Year American Community Survey (Public Use 
Microdata Sample).


• Phase-in assumptions:
– Indeterminate.  The state’s maximum exposure would occur if all 


enrollees (100%) present during the first state year (SFY 2013-14) of ( ) p g y ( )
the expansion and continue in the program; these numbers are 
presented in the Appendix.


– The Conference assumes that the population will not present in this 
manner:manner:


• This population is already eligible, and has elected not to participate in the Medicaid 
Program.  Currently this population is estimated to be 20.3% of the total eligible 
population.


• The Social Services Estimating Conference interprets recent communication from the 
D t t f H lth d H S i t th t li ibl f M di idDepartment of Health and Human Services to mean that no one eligible for Medicaid 
will be subject to penalties for non-compliance with the Individual Responsibility 
provisions.  [See letter from Kathleen Sebelius to all Governors dated July 10, 2012: 
page 2 in the first full paragraph]


• By fiscal year, this phase-in translates as follows:
– Indeterminate.
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Assumptions:
Newly Eligible Population under Expansion Option y g p p p


• Based on 2008-2010 3-Year American Community Survey (Public Use 
Microdata Sample).


• Phase-in assumptions:


– The Conference assumes that only 79.7% of the eligible population will present for services:
• Experience with the current Medicaid program indicates that only 79.7% of the 


population has availed themselves of available servicespopulation has availed themselves of available services.
• Employers may provide new coverage that provides an alternative.
• Potential impact of any stigma that might be associated with Medicaid program.


– The Conference assumes 60% of likely new enrollees for the first state fiscal year (SFY 
2013-14) if expansion is exercised beginning 1/1/2014.


– The Conference assumes 90% of likely new enrollees for the second state fiscal year (SFY 
2014-15) of expansion beginning 7/1/2014.


– The Conference assumes 100% of likely new enrollees for the third state fiscal year (SFY 
2015-16) of expansion and beyond (beginning 7/1/2015).) p y ( g g )


• The eligible population will increase each year by the annual growth rate in 
the total population of Florida.


• By fiscal year the phase in translates as follows:• By fiscal year, the phase-in translates as follows:
– SFY 2013-2014: 60%
– SFY 2014-2015: 90%
– SFY 2015-2016 and beyond: 100% 8







Assumptions:
Crowd Out Population under Expansion Option


• Based on 2008-2010 3-Year American Community Survey (Public Use Microdata Sample).


• The Conference assumes enhanced FMAP would be received for these enrollees.


• Phase-in assumptions:
– The Conference assumes that 165,626 persons under 138% FPL who are currently 


purchasing insurance directly from an insurance company (excluding the availability of 
any other insurance coverage) will enroll in Medicaid if the Expansion Option is adopted.  
This is a subset of all persons directly purchasing private insurance because:


• Employers may provide new coverage that provides an alternative.
• Potential impact of any stigma that might be associated with Medicaid program.


The Conference assumes 40% of these enrollees for the first state year (SFY 2013 14) if– The Conference assumes 40% of these enrollees for the first state year (SFY 2013-14) if 
expansion is exercised beginning 1/1/2014.


– The Conference assumes 80% of new enrollees for the second state fiscal year (SFY 
2014-15) of expansion beginning 7/1/2014.
The Conference assumes 100% of new enrollees for the third state fiscal year (SFY– The Conference assumes 100% of new enrollees for the third state fiscal year (SFY 
2015-16) of expansion and beyond (beginning 7/1/2015).


• By fiscal year, this phase-in translates as follows:
SFY 2013 2014: 40%– SFY 2013-2014: 40%


– SFY 2014-2015: 80%
– SFY 2015-2016 and beyond: 100% 9







Assumptions:
Impact to CHIP Population under 


Existing Program and Expansion Option


• Children transitioning from CHIP to Medicaid under Existing Program:
CHIP Eligible but not enrolled population based on 2008 2010 3 Year– CHIP Eligible but not enrolled population based on 2008-2010 3-Year 
American Community Survey (Public Use Microdata Sample). 


– Indeterminate.  The state’s maximum exposure would occur if all enrollees 
(100%) present during the first state year (SFY 2013-14) of the expansion 
and continue in the program; these numbers are presented in the Appendixand continue in the program; these numbers are presented in the Appendix.


• Children transitioning from CHIP to Medicaid under Expansion Option:
– Assumed that for children under 138% FPL who move from CHIP to Title 


XIX, Florida will receive regular CHIP EFMAP.XIX, Florida will receive regular CHIP EFMAP.


• For both Existing Program and Expansion Option: 
– Expenditures based on July 2012 enrollment and PMPM for all KidCare


categories from June 29, 2012 KidCare SSEC.categories from June 29, 2012 KidCare SSEC.
– Estimates based on July 2012 Enrollment for Florida Healthy Kids, 


Children’s Medical Services, and Medikids enrollment.


• Utilized the PMPM expenditures from the June 29, 2012 KidCare SSEC forUtilized the PMPM expenditures from the June 29, 2012 KidCare SSEC for 
those transitioning to Title XIX from CHIP.  This would equate to no change in 
estimated expenditures due to the programmatic change for these beneficiaries.
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Assumptions:
Impact to CHIP Population under Expansion OptionImpact to CHIP Population under Expansion Option


• Assume phase-in for CHIP Population:


– On January 1, 2014: 27% of Healthy Kids Title XXI children will move to Title XIX 
(based on current distribution of Healthy Kids Children by Income Level).  For 
future years it is assumed that the number of children will grow in Medicaid at 
3.60% per year (the same rate as approved by SSEC for the 7/15 - 6/16 SFY for 
Healthy Kids).ea t y ds)


– On January 1, 2014: 24.5% of CMS Title XXI children will move to CMS Title XIX 
(Based on current distribution of CMS Children by Income Level).  For future 
years it is assumed that the number of children will grow in Medicaid at 2.10% 
per year (the same rate as approved by SSEC for the 7/15 – 6/16 SFY for CMS p y ( pp y
children).


– On January 1, 2014: 5% of MK Title XXI children will move to Title XIX (Based on 
current distribution of MK Children by Income Level).  For future years it is 
assumed that the number of children will grow in Medicaid at 2.40% per year (the g p y (
same rate as approved by SSEC for the 7/15 - 6/16 SFY for MK XXI).


– Beginning January 2014, Full Pay Program Growth for both Healthy Kids and 
MediKids will stop and 5% of  Full Pay Enrollment as of December 2013 will 
migrate to an Exchange each month (assumption).g g ( p )
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Assumptions Related To Primary Care Practitionersp y


• The draft CMS proposed rule relating to the primary care fee 
increase released in May 2012 states:increase released in May 2012 states:
– This proposed rule implements new requirements in sections 


1902(a)(13), 1902(jj), 1905(dd) and 1932(f) of the Social Security Act 
requiring payment by State Medicaid agencies of at least the Medicare 
rates in effect in CYs 2013 and 2014 or if higher the rate using the CYrates in effect in CYs 2013 and 2014 or, if higher, the rate using the CY 
2009 conversion factor (CF) for primary care services furnished by a 
physician with a specialty designation of family medicine, general 
internal medicine, or pediatric medicine. 


• Further clarification from the proposed rule noted in the proposedFurther clarification from the proposed rule noted in the proposed 
rule summary:
– “It would also provide for a 100 percent Federal matching rate for any 


increase in payment above the amounts that would be due for these 
services under the provisions of the State plan as of July 1 2009 In thisservices under the provisions of the State plan as of July 1, 2009. In this 
proposed rule, we specify which services and types of physicians qualify 
for the minimum payment level in CYs 2013 and 2014, and the method 
for calculating the payment amount and any increase for which 
increased Federal funding is due.” 


12







General Assumptions


• Expenditures:
– Expenditures are based on July 17, 2012, SSEC estimate for 


SFY 2013-14 and then held flat for remainder of analysis.
– FMAP used is based on estimates from July 17, 2012, FMAP 


Estimating Conference for SFY 2013-14, SFY 2014-15, and SFY 
2015 16 th h ld fl t f i d f l i2015-16, then held flat for remainder of analysis.


• Caseload:
– The Newly Eligible/Expansion, Eligible but not Enrolled/Existing 


Uninsured and Crowd Out caseload is based on 2008 2010 3Uninsured, and Crowd Out caseload is based on 2008-2010 3-
Year American Community Survey (Public Use Microdata
Sample) regarding the uninsured. 


– Increased each year by the annual growth rate in the totalIncreased each year by the annual growth rate in the total 
population of Florida for the Newly Eligible population only. 


• Other Assumptions:
– Based on analysis of those under 65 years of age.y y g
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PMPM Calculations


• The cost calculations use the following Medicaid PMPMs from July 
17, 2012, SSEC estimate for SFY 2013-14 blended and weighted 
based on caseload: 


– Under 1 for Children Under 1 : $385.32
SOBRA Children to 100% FPL for Children: $144 45– SOBRA Children to 100% FPL for Children: $144.45


– SOBRA Pregnant Women to 100% FPL for Pregnant Women: $852.25
– TANF Adults for Adults: $343.14
– SSI for SSI, Aged, Disabled: $1,503.68


• Based on the above PMPM details:
– The weighted PMPM for the newly eligible Medicaid population is $315.41.


The weighted PMPM for the eligible but not enrolled Medicaid population is– The weighted PMPM for the eligible but not enrolled Medicaid population is 
$257.30.


– The weighted PMPM for the crowd out population is $280.37. 
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Adopted Impact
Affordable Care Act: Existing & Optional ProgramsAffordable Care Act: Existing & Optional Programs 


Total: Impact of 
Enrollment and FMAP 
Changes to Title XIX 
and Title XXI 
(EXISTING PROGRAM)


Total: Impact of 
Enrollment and FMAP 
Changes to Title XIX 
and Title XXI 
(OPTIONAL 
PROGRAM)


Total:  Impact of 
Increased Rates for 
Primary Care 
Practitioners  
(EXISTING 
PROGRAM)


Total:  Impact of 
Increased Rates for 
Primary Care 
Practitioners  
(OPTIONAL PROGRAM)


Grand Total All Elements


SFY 
2012-
2013 


State Cost Indeterminate $0 $0 $0 $0 
Total Cost Indeterminate $0 $424,836,178 $0 $424,836,178 
Enrollment Indeterminate


SFY 
2013


State Cost Indeterminate $0 $0 $0 $0 
2013-
2014 Total Cost Indeterminate $862,817,128 $849,672,356 $38,194,390 $1,750,683,874 


Enrollment Indeterminate 463,280 463,280 
SFY 
2014-
2015


State Cost Indeterminate $0 $0 $0 $0 
Total Cost Indeterminate $2,729,084,478 $424,836,178 $54,422,111 $3,208,342,767 
Enrollment Indeterminate 735,756 735,756 


SFY 
2015-
2016


State Cost Indeterminate $0 $0 


Total Cost Indeterminate $3,129,819,761 $3,129,819,761 


Enrollment Indeterminate 845,312 845,312Indeterminate 845,312 845,312


SFY
2016-
2017


State Cost Indeterminate $79,156,477 $79,156,477 


Total Cost Indeterminate $3,166,259,048 $3,166,259,048 


Enrollment Indeterminate 854,939 854,939


SFY
2017-
2018


State Cost Indeterminate $176,141,641 $176,141,641 


Total Cost Indeterminate $3,202,575,286 $3,202,575,286 


Enrollment Indeterminate 864,534 864,534 15







Adopted Impact
Affordable Care Act: Existing & Optional ProgramsAffordable Care Act: Existing & Optional Programs 


Total: Impact of 
Enrollment and 
FMAP Changes to 
Title XIX and Title


Total: Impact of 
Enrollment and 
FMAP Changes to 
Title XIX and Title


Total:  Impact of 
Increased Rates for 
Primary Care 
Practitioners (EXISTING


Total:  Impact of 
Increased Rates for 
Primary Care 
Practitioners


Grand Total All Elements
Title XIX and Title 
XXI (EXISTING 
PROGRAM)


Title XIX and Title 
XXI (OPTIONAL 
PROGRAM)


Practitioners  (EXISTING 
PROGRAM)


Practitioners  
(OPTIONAL PROGRAM)


SFY
2018-
2019


State Cost Indeterminate $210,484,315 $210,484,315 


Total Cost Indeterminate $3,238,220,229 $3,238,220,229 


E ll tEnrollment Indeterminate 873,952 873,952


SFY 
2019-
2020 


State Cost Indeterminate $278,233,560 $278,233,560 


Total Cost Indeterminate $3,273,335,997 $3,273,335,997 


Enrollment Indeterminate 883,230 883,230, ,


SFY 
2020-
2021


State Cost Indeterminate $330,800,711 $330,800,711 


Total Cost Indeterminate $3,308,007,113 $3,308,007,113 


Enrollment Indeterminate 892,390 892,390


SFY 
2021-
2022


State Cost Indeterminate $334,219,337 $334,219,337 


Total Cost Indeterminate $3,342,193,378 $3,342,193,378 


Enrollment Indeterminate 901,422 901,422


SFY State Cost Indeterminate $337 588 564 $337 588 564
2022-
2023


Indeterminate $337,588,564 $337,588,564 


Total Cost Indeterminate $3,375,885,641 $3,375,885,641 


Enrollment Indeterminate 910,324 910,324
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Adopted Impact
Cost Components: Existing & Optional Programs 


Enrollment and 
Enhanced Federal 


Matching Rate


Title XIX: 
Eligible but 
not enrolled
(EXISTING
PROGRAM)


CHIP: 
Eligible but 
not enrolled 


139-200% 
FPL


(EXISTING 
PROGRAM)


Savings 
CHIP: 


Enhanced 
FMAP 


between 
139-200% 


FPL
(EXISTING 


Title XIX: 
Expansion


to 138% 
FPL


(OPTIONAL 
PROGRAM)


Title XIX:  
“Crowd Out”
(OPTIONAL 
PROGRAM)


Title XIX: Under 
138% FPL in 


CHIP program 
move to Title 


XIX
(OPTIONAL
PROGRAM)


Savings  CHIP : 
Under 138% 
FPL in CHIP 
move to Title 


XIX 
(OPTIONAL 
PROGRAM)


Total:


PROGRAM)


SFY 
2013-14


FMAP Indeterminate Indeterminate Indeterminate 100% 100% 71.00% 71.00%


State Cost Indeterminate Indeterminate Indeterminate $0 $0 $16,276,624 ($16,276,624) $0 


Total Cost Indeterminate Indeterminate Indeterminate $751,369,364 $111,447,764 $56,121,451 ($56,121,451) $862,817,128 


Enrollment Indeterminate Indeterminate Indeterminate 397,030 66,250 64,753 -64,753 463,280 


SFY 
2014-15


FMAP Indeterminate Indeterminate Indeterminate 100% 100% 71.34% 71.34%


State Cost Indeterminate Indeterminate Indeterminate $0 $0 $32,343,901 ($32,343,901) $0 


Total Cost Indeterminate Indeterminate Indeterminate $2,283,290,057 $445,794,421 $112,834,123 ($112,834,123) $2,729,084,478 


Enrollment Indeterminate Indeterminate Indeterminate 603,255 132,501 65,094 -65,094 735,756 


SFY FMAP Indeterminate Indeterminate Indeterminate 100% 100% 71 55% 71 55%SFY 
2015-16


FMAP Indeterminate Indeterminate Indeterminate 100% 100% 71.55% 71.55%


State Cost Indeterminate Indeterminate Indeterminate $0 $0 $33,115,134 ($33,115,134) $0 


Total Cost Indeterminate Indeterminate Indeterminate $2,572,577,576 $557,242,185 $116,377,205 ($116,377,205) $3,129,819,761 


Enrollment Indeterminate Indeterminate Indeterminate 679,686 165,626 67,138 -67,138 845,312 


SFY 
2016-17


FMAP Indeterminate Indeterminate Indeterminate 97.50% 97.50% 71.55% 71.55%
2016 17


State Cost Indeterminate Indeterminate Indeterminate $65,225,422 $13,931,055 $34,221,539 ($34,221,539) $79,156,477 


Total Cost Indeterminate Indeterminate Indeterminate $2,609,016,863 $557,242,185 $120,265,470 ($120,265,470) $3,166,259,048 


Enrollment Indeterminate Indeterminate Indeterminate 689,313 165,626 69,381 -69,381 854,939 


SFY 
2017-18


FMAP Indeterminate Indeterminate Indeterminate 94.50% 94.50% 71.55% 71.55%


State Cost Indeterminate Indeterminate Indeterminate $145,493,321 $30,648,320 $35,418,028 ($35,418,028) $176,141,641State Cost Indeterminate Indeterminate Indeterminate $145,493,321 $30,648,320 $35,418,028 ($35,418,028) $176,141,641 


Total Cost Indeterminate Indeterminate Indeterminate $2,645,333,101 $557,242,185 $124,470,316 ($124,470,316) $3,202,575,286 


Enrollment Indeterminate Indeterminate Indeterminate 698,908 165,626 71,807 -71,807 864,534 
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Adopted Impact
Cost Components: Existing & Optional Programs 


Enrollment and 
Enhanced Federal 
Matching Rate


Title XIX: 
Eligible but 
not enrolled
(EXISTING
PROGRAM)


CHIP: 
Eligible but 
not enrolled 


139-200% 
FPL


(EXISTING 
PROGRAM)


Savings CHIP: 
Enhanced 


FMAP 
between 139-


200% FPL
(EXISTING 
PROGRAM)


Title XIX: 
Expansion to 


138% FPL
(OPTIONAL 
PROGRAM)


Title XIX:  
“Crowd Out”
(OPTIONAL 
PROGRAM)


Title XIX: 
Under 138% 
FPL in CHIP 


program 
move to Title 


XIX
(OPTIONAL
PROGRAM)


Savings  CHIP 
: Under 138% 
FPL in CHIP 
move to Title 


XIX 
(OPTIONAL 
PROGRAM)


Total:


PROGRAM)


SFY 
2018-19


FMAP Indeterminate Indeterminate Indeterminate 93.50% 93.50% 71.55% 71.55%


State Cost Indeterminate Indeterminate Indeterminate $174,263,573 $36,220,742 $36,657,091 ($36,657,091) $210,484,315 


Total Cost Indeterminate Indeterminate Indeterminate $2,680,978,044 $557,242,185 $128,824,781 ($128,824,781) $3,238,220,229 


Enrollment Indeterminate Indeterminate Indeterminate 708,326 165,626 74,319 -74,319 873,952 


SFY 
2019-20


FMAP Indeterminate Indeterminate Indeterminate 91.50% 91.50% 71.55% 71.55%


State Cost Indeterminate Indeterminate Indeterminate $230,867,974 $47,365,586 $37,940,260 ($37,940,260) $278,233,560 


Total Cost Indeterminate Indeterminate Indeterminate $2,716,093,812 $557,242,185 $133,334,248 ($133,334,248) $3,273,335,997 


Enrollment Indeterminate Indeterminate Indeterminate 717,604 165,626 76,921 -76,921 883,230 


SFY FMAP Indeterminate Indeterminate Indeterminate 90.00% 90.00% 71.55% 71.55%
2020-21


State Cost Indeterminate Indeterminate Indeterminate $275,076,493 $55,724,218 $39,269,122 ($39,269,122) $330,800,711 


Total Cost Indeterminate Indeterminate Indeterminate $2,750,764,928 $557,242,185 $138,004,294 ($138,004,294) $3,308,007,113 


Enrollment Indeterminate Indeterminate Indeterminate 726,764 165,626 79,615 -79,615 892,390 


SFY 
2021-22


FMAP Indeterminate Indeterminate Indeterminate 90.00% 90.00% 71.55% 71.55%


State Cost Indeterminate Indeterminate Indeterminate $278,495,119 $55,724,218 $40,645,321 ($40,645,321) $334,219,337 


Total Cost Indeterminate Indeterminate Indeterminate $2,784,951,193 $557,242,185 $142,840,700 ($142,840,700) $3,342,193,378 


Enrollment Indeterminate Indeterminate Indeterminate 735,796 165,626 82,405 -82,405 901,422 


SFY 
2022-23


FMAP Indeterminate Indeterminate Indeterminate 90.00% 90.00% 71.55% 71.55%


State Cost Indeterminate Indeterminate Indeterminate $281,864,346 $55,724,218 $42,070,562 ($42,070,562) $337,588,564 


Total Cost Indeterminate Indeterminate Indeterminate $2,818,643,456 $557,242,185 $147,849,454 ($147,849,454) $3,375,885,641 


Enrollment Indeterminate Indeterminate Indeterminate 744,698 165,626 85,294 -85,294 910,324 
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Adopted Impact
Increase Select Primary Care Rates to Medicare Rate


Increase Reimbursement to Currently Eligible but Not Expansion to Crowd Out: Kidcare Total:Increase Reimbursement to
Primary Care Providers 


to the Medicare Rate


Currently 
Enrolled 


Population
(EXISTING 
PROGRAM)


Eligible but Not 
Enrolled


(EXISTING 
PROGRAM)


Expansion to 
138% FPL


(OPTIONAL 
PROGRAM)


Crowd Out: 
Population  
(OPTIONAL 
PROGRAM)


Kidcare
Transition 
Population 
(OPTIONAL 
PROGRAM)


Total:


SFY 
2012-13


FMAP 100%


State Cost $0 $0 


Total Cost $424,836,178 $424,836,178 


Enrollment 


SFY 
2013-14


FMAP 100% 100% 100% 100%


State Cost $0 Indeterminate $0 $0 $0 $0 


Total Cost $849,672,356 Indeterminate $28,776,734 $7,269,150 $2,148,506 $887,866,746$849,672,356 Indeterminate $28,776,734 $7,269,150 $2,148,506 $887,866,746 


Enrollment 


SFY 
2014-15


FMAP 100% 100% 100% 100%


State Cost $0 Indeterminate $0 $0 $0 $0 


Total Cost $424,836,178 Indeterminate $43,723,923 $8,538,365 $2,159,823 $479,258,289 


Enrollment 
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AppendixAppendix


• The Conference assumptions are relaxed to produce theThe Conference assumptions are relaxed to produce the 
following Tables based on the maximum exposure for:
– Absorbing the currently eligible but not enrolled 


population into the Existing Program,
– Expanding into the Optional Program, and 


Providing of a continuing rate increase for primary– Providing of a continuing rate increase for primary 
care practitioners.


• These Tables are included for information only.
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Maximum Exposure
Affordable Care Act: Existing & Optional ProgramsAffordable Care Act: Existing & Optional Programs 


Total: Impact of 
Enrollment and FMAP 
Changes to Title XIX 
and Title XXI 
(EXISTING PROGRAM)


Total: Impact of 
Enrollment and FMAP 
Changes to Title XIX 
and Title XXI 
(OPTIONAL 
PROGRAM)


Total:  Impact of 
Increased Rates for 
Primary Care 
Practitioners  
(EXISTING 
PROGRAM)


Total:  Impact of 
Increased Rates for 
Primary Care 
Practitioners  
(OPTIONAL PROGRAM)


Grand Total All Elements


SFY 
2012-
2013 


State Cost $0 $0 $0 $0 $0 
Total Cost $0 $0 $424,836,178 $0 $424,836,178 
Enrollment


SFY 
2013


State Cost $195,337,342 $0 $0 $0 $195,337,342 
2013-
2014 Total Cost $511,994,709 $1,054,191,943 $864,680,269 $42,523,930 $2,473,390,851 


Enrollment 365,783 564,405 930,188
SFY 
2014-
2015


State Cost $386,473,782 $0 $179,940,217 $619,113 $567,033,112 
Total Cost $1,023,989,417 $3,310,640,605 $879,688,182 $131,117,468 $5,345,435,672 
Enrollment 365,783 889,407 1,255,190


SFY 
2015-
2016


State Cost $291,747,596 $0 $357,417,308 $1,267,751 $650,432,655 
Total Cost $1,023,989,417 $3,785,056,847 $879,688,182 $149,423,632 $5,838,158,078 
Enrollment 365,783 1,018,430 1,384,213


SFY
2016-
2017


State Cost $260,824,335 $95,769,431 $357,417,308 $4,978,093 $718,989,167 
Total Cost $1,023,989,417 $3,830,777,243 $879,688,182 $151,323,538 $5,885,778,380 
Enrollment 365,783 1,030,510 1,396,293


SFY State Cost $260 824 335 $213 198 879 $357 417 308 $9 521 462 $840 961 984SFY
2017-
2018


State Cost $260,824,335 $213,198,879 $357,417,308 $9,521,462 $840,961,984 
Total Cost $1,023,989,471 $3,876,343,249 $879,688,182 $153,229,651 $5,933,250,553 
Enrollment 365,783 1,042,548 1,408,331
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Maximum Exposure
Affordable Care Act: Existing & Optional ProgramsAffordable Care Act: Existing & Optional Programs 


Total: Impact of 
Enrollment and 
FMAP Changes to 
Title XIX and Title


Total: Impact of 
Enrollment and 
FMAP Changes to 
Title XIX and Title


Total:  Impact of 
Increased Rates for 
Primary Care 
Practitioners (EXISTING


Total:  Impact of 
Increased Rates for 
Primary Care 
Practitioners


Grand Total All Elements
Title XIX and Title 
XXI (EXISTING 
PROGRAM)


Title XIX and Title 
XXI (OPTIONAL 
PROGRAM)


Practitioners  (EXISTING 
PROGRAM)


Practitioners  
(OPTIONAL PROGRAM)


SFY
2018-
2019


State Cost $260,824,335 $254,869,354 $357,417,308 $11,164,881 $884,275,878 
Total Cost $1,023,989,417 $3,921,066,981 $879,688,182 $155,109,234 $5,979,853,814 
Enrollment 365 783 1 054 365 1 420 148Enrollment 365,783 1,054,365 1,420,148


SFY 
2019-
2020 


State Cost $260,824,335 $337,035,775 $357,417,308 $14,360,986 $969,638,404 
Total Cost $1,023,989,417 $3,965,126,757 $879,688,182 $156,969,320 $6,025,773,676 
Enrollment 365,783 1,066,005 1,431,788


SFY St t C t $260 824 335 $400 862 862 $357 417 308 $16 856 440 $1 035 960 945SFY 
2020-
2021


State Cost $260,824,335 $400,862,862 $357,417,308 $16,856,440 $1,035,960,945 
Total Cost $1,023,989,417 $4,008,628,628 $879,688,182 $158,814,188 $6,071,120,415 
Enrollment 365,783 1,077,499 1,443,282


SFY 
2021-


State Cost $260,824,335 $405,152,215 $357,417,308 $17,073,404 $1,040,467,262 
2021
2022 Total Cost $1,023,989,417 $4,051,522,155 $879,688,182 $160,642,055 $6,115,841,809 


Enrollment 365,783 1,088,831 1,454,614


SFY
2022-
2023


State Cost $260,824,335 $409,379,585 $357,417,308 $17,289,871 $1,044,911,099 
Total Cost $1,023,989,417 $4,093,795,859 $879,688,182 $162,452,922 $6,159,926,380 
Enrollment 365,783 1,100,000 1,465,783
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Maximum Exposure
Cost Components: Existing & Optional Programs 


Enrollment and 
Enhanced Federal 


Matching Rate


Title XIX: 
Eligible but 
not enrolled
(EXISTING
PROGRAM)


CHIP: 
Eligible but 
not enrolled 


139-200% 
FPL


(EXISTING 
PROGRAM)


Savings 
CHIP: 


Enhanced 
FMAP 


between 
139-200% 


FPL
(EXISTING 


Title XIX: 
Expansion


to 138% 
FPL


(OPTIONAL 
PROGRAM)


Title XIX:  
“Crowd Out”
(OPTIONAL 
PROGRAM)


Title XIX: Under 
138% FPL in 


CHIP program 
move to Title 


XIX
(OPTIONAL
PROGRAM)


Savings  CHIP : 
Under 138% 
FPL in CHIP 
move to Title 


XIX 
(OPTIONAL 
PROGRAM)


Total:


PROGRAM)


SFY 
2013-14


FMAP 58.62% 71.11% n/a 100% 100% 71.00% 71.00%


State Cost $162,222,470 $33,114,872 $0 $0 $0 $16,276,624 ($16,276,624) $195,337,342 


Total Cost $392,031,102 $119,963,607 $0 $942,744,179 $111,447,764 $56,121,451 ($56,121,451) $1,566,186,652 


Enrollment 253,941 111,842 0 498,155 66,250 64,753 -64,753 930,188 


SFY 
2014-15


FMAP 59.09% 71.34% n/a 100% 100% 71.34% 71.34%


State Cost $320,759,847 $65,713,935 $0 $0 $0 $32,343,901 ($32,343,901) $386,473,782 


Total Cost $784,062,203 $239,927,214 $0 $2,864,846,184 $445,794,421 $112,834,123 ($112,834,123) $4,334,630,022 


Enrollment 253,941 111,842 0 756,906 132,501 65,094 -65,094 1,255,190 


SFY FMAP 59 37% 88 80% n/a 100% 100% 71 55% 71 55%SFY 
2015-16


FMAP 59.37% 88.80% n/a 100% 100% 71.55% 71.55%


State Cost $318,564,473 $25,687,237 ($52,504,114) $0 $0 $33,115,134 ($33,115,134) $291,747,596 


Total Cost $784,062,203 $239,927,214 $0 $3,227,814,662 $557,242,185 $116,377,205 ($116,377,205) $4,809,046,264 


Enrollment 253,941 111,842 0 852,804 165,626 67,138 -67,138 1,384,213 


SFY 
2016-17


FMAP 59.37% 94.59% n/a 97.50% 97.50% 71.55% 71.55%
2016 17


State Cost $318,564,473 $12,402,316 ($70,142,454) $81,838,376 $13,931,055 $34,221,539 ($34,221,539) $356,593,766 


Total Cost $784,062,203 $239,927,214 $0 $3,273,535,058 $557,242,185 $120,265,470 ($120,265,470) $4,854,766,660 


Enrollment 253,941 111,842 0 864,884 165,626 69,381 -69,381 1,396,293 


SFY 
2017-18


FMAP 59.37% 94.59% n/a 94.50% 94.50% 71.55% 71.55%


State Cost $318,564,473 $12,402,316 ($70,142,454) $182,550,559 $30,648,320 $35,418,028 ($35,418,028) $474,023,214State Cost $318,564,473 $12,402,316 ($70,142,454) $182,550,559 $30,648,320 $35,418,028 ($35,418,028) $474,023,214 


Total Cost $784,062,203 $239,927,214 $0 $3,319,101,064 $557,242,185 $124,470,316 ($124,470,316) $4,900,332,666 


Enrollment 253,941 111,842 0 876,922 165,626 71,807 -71,807 1,408,331 
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Maximum Exposure
Cost Components: Existing & Optional Programs 


Enrollment and 
Enhanced Federal 
Matching Rate


Title XIX: 
Eligible but 
not enrolled
(EXISTING
PROGRAM)


CHIP: 
Eligible but 
not enrolled 


139-200% 
FPL


(EXISTING 
PROGRAM)


Savings CHIP: 
Enhanced 


FMAP 
between 139-


200% FPL
(EXISTING 
PROGRAM)


Title XIX: 
Expansion to 


138% FPL
(OPTIONAL 
PROGRAM)


Title XIX:  
“Crowd Out”
(OPTIONAL 
PROGRAM)


Title XIX: 
Under 138% 
FPL in CHIP 


program 
move to Title 


XIX
(OPTIONAL
PROGRAM)


Savings  CHIP 
: Under 138% 
FPL in CHIP 
move to Title 


XIX 
(OPTIONAL 
PROGRAM)


Total:


PROGRAM)


SFY 
2018-19


FMAP 59.37% 94.59% n/a 93.50% 93.50% 71.55% 71.55%


State Cost $318,564,473 $12,402,316 ($70,142,454) $218,648,612 $36,220,742 $36,657,091 ($36,657,091) $515,693,689 


Total Cost $784,062,203 $239,927,214 $0 $3,363,824,796 $557,242,185 $128,824,781 ($128,824,781) $4,945,056,398 


Enrollment 253,941 111,842 0 888,739 165,626 74,319 -74,319 1,420,148 


SFY 
2019-20


FMAP 59.37% 94.59% n/a 91.50% 91.50% 71.55% 71.55%


State Cost $318,564,473 $12,402,316 ($70,142,454) $289,670,189 $47,365,586 $37,940,260 ($37,940,260) $597,860,110 


Total Cost $784,062,203 $239,927,214 $0 $3,407,884,572 $557,242,185 $133,334,248 ($133,334,248) $4,989,116,174 


Enrollment 253,941 111,842 0 900,379 165,626 76,921 -76,921 1,431,788 


SFY FMAP 59.37% 94.59% n/a 90% 90% 71.55% 71.55%
2020-21


State Cost $318,564,473 $12,402,316 ($70,142,454) $345,138,644 $55,724,218 $39,269,122 ($39,269,122) $661,687,197 


Total Cost $784,062,203 $239,927,214 $0 $3,451,386,443 $557,242,185 $138,004,294 ($138,004,294) $5,032,618,045 


Enrollment 253,941 111,842 0 911,873 165,626 79,615 -79,615 1,443,282 


SFY 
2021-22


FMAP 59.37% 94.59% n/a 90% 90% 71.55% 71.55%


State Cost $318,564,473 $12,402,316 ($70,142,454) $349,427,997 $55,724,218 $40,645,321 ($40,645,321) $665,976,550 


Total Cost $784,062,203 $239,927,214 $0 $3,494,279,970 $557,242,185 $142,840,700 ($142,840,700) $5,075,511,572 


Enrollment 253,941 111,842 0 923,205 165,626 82,405 -82,405 1,454,614 


SFY 
2022-23


FMAP 59.37% 94.59% n/a 90% 90% 71.55% 71.55%


State Cost $318,564,473 $12,402,316 ($70,142,454) $353,655,367 $55,724,218 $42,070,562 ($42,070,562) $670,203,920 


Total Cost $784,062,203 $239,927,214 $0 $3,536,553,674 $557,242,185 $147,849,454 ($147,849,454) $5,117,785,276 


Enrollment 253,941 111,842 0 934,374 165,626 85,294 -85,294 1,465,783 
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Maximum Exposure
Increase Select Primary Care Rates to Medicare Rate


Increase Reimbursement to Currently Eligible but Not Expansion to Crowd Out: Kidcare Total:Increase Reimbursement to
Primary Care Providers 


to the Medicare Rate


Currently 
Enrolled 


Population
(EXISTING 
PROGRAM)


Eligible but Not 
Enrolled


(EXISTING 
PROGRAM)


Expansion to 
138% FPL


(OPTIONAL 
PROGRAM)


Crowd Out: 
Population  
(OPTIONAL 
PROGRAM)


Kidcare
Transition 
Population 
(OPTIONAL 
PROGRAM)


Total:


SFY 
2012-13


FMAP 100%


State Cost $0 


Total Cost $424,836,178 $424,836,178 


Enrollment 


SFY 
2013-14


FMAP 100% 100% 100% 100% 100%


State Cost $0 $0 $0 $0 $0 $0 


Total Cost $849,672,356 $15,007,913 $36,106,274 $4,269,150 $2,148,506 $907,204,199$ , , $15,007,913 $36,106,274 $4,269,150 $2,148,506 $907,204,199 


Enrollment 


SFY 
2014-15


FMAP 79.55% 79.34% 100.% 100% 85.67%


State Cost $173,800,480 $6,139,737 $0 $0 $619,113 $180,559,330 


Total Cost $849,672,356 $30,015,826 $109,721,094 $17,076,729 $4,319,645 $1,010,805,650 


Enrollment 


SFY
2015-16


FMAP 59.37% 59.37% 100% 100% 71.55%


State Cost $345,221,878 $12,195,430 $0 $0 $1,267,751 $358,685,059 


Total Cost $849,672,356 $30,015,826 $123,622,468 $21,345,879 $4,455,285 $1,029,111,814 


EnrollmentEnrollment 


SFY 
2016-17


FMAP 59.37% 59.37% 97.50% 97.50% 71.55%


State Cost $345,221,878 $12,195,430 $3,134,338 $533,647 $1,310,108 $362,395,401 


Total Cost $849,672,356 $30,015,826 $125,373,519 $21,345,879 $4,604,140 $1,031,011,720 


Enrollment 


SFY FMAP 59 37% 59 37% 94 50% 94 50% 71 55%SFY 
2017-18


FMAP 59.37% 59.37% 94.50% 94.50% 71.55%


State Cost $345,221,878 $12,195,430 $6,991,526 $1,174,023 $1,355,913 $366,938,770 


Total Cost $849,672,356 $30,015,826 $127,118,657 $21,345,879 $4,765,115 $1,032,917,833 


Enrollment 
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Maximum Exposure
Increase Select Primary Care Rates to Medicare Rate


Increase Reimbursement to Currently Eligible but Not Expansion to Crowd Out: Kidcare Total:Increase Reimbursement to
Primary Care Providers 
to the Medicare Rate


Currently 
Enrolled 


Population
(EXISTING 
PROGRAM)


Eligible but Not 
Enrolled


(EXISTING 
PROGRAM)


Expansion to 
138% FPL


(OPTIONAL 
PROGRAM)


Crowd Out: 
Population  
(OPTIONAL 
PROGRAM)


Kidcare
Transition 
Population 
(OPTIONAL 
PROGRAM)


Total:


SFY 
2018-19


FMAP 59.37% 59.37% 93.50% 93.50% 71.55%


State Cost $345,221,878 $12,195,430 $8,374,050 $1,387,482 $1,403,349 $368,582,189 


Total Cost $849,672,356 $30,015,826 $128,831,537 $21,345,879 $4,931,818 $1,034,797,416 


Enrollment 


SFY 
2019-20


FMAP 59.37% 59.37% 91.50% 91.50% 71.55%


State Cost $345,221,878 $12,195,430 $11,094,114 $1,814,400 $1,452,472 $371,778,294 


Total Cost $849 672 356 $30 015 826 $130 518 987 $21 345 879 $5 104 454 $1 036 657 502Total Cost $849,672,356 $30,015,826 $130,518,987 $21,345,879 $5,104,454 $1,036,657,502 


Enrollment 


SFY 
2020-21


FMAP 59.37% 59.37% 90.00% 90.00% 71.55%


State Cost $345,221,878 $12,195,430 $13,218,507 $2,134,588 $1,503,345 $374,273,748 


Total Cost $849 672 356 $30 015 826 $132 185 071 $21 345 879 $5 283 238 $1 038 502 370Total Cost $849,672,356 $30,015,826 $132,185,071 $21,345,879 $5,283,238 $1,038,502,370 


Enrollment 


SFY
2021-22


FMAP 59.37% 59.37% 90.00% 90.00% 71.55%


State Cost $345,221,878 $12,195,430 $13,382,785 $2,134,588 $1,556,031 $374,490,712 


Total Cost $849,672,356 $30,015,826 $133,827,785 $21,345,879 $5,468,391 $1,040,330,237 


Enrollment 


SFY 
2022-23


FMAP 59.37% 59.37% 90.00% 90.00% 71.55%


State Cost $345,221,878 $12,195,430 $13,544,690 $2,134,588 $1,610,593 $374,707,179 


Total Cost $849,672,356 $30,015,826 $135,446,901 $21,345,879 $5,660,142 $1,042,141,104 


Enrollment 


26








medicaid


kaiser  
commiss ion o nI


S


S


U


E


P


A


P


E


R


a n d t h e uninsured


1 3 3 0  G  S T R E E T N W , W A S H I N G T O N , D C  2 0 0 0 5
P H O N E : 2 0 2 - 3 4 7 - 5 2 7 0 ,  F A X : 2 0 2 - 3 4 7 - 5 2 7 4
W E B S I T E : W W W . K F F . O R G


 
 
 


December 2012 
 


Medicaid Eligibility, Enrollment Simplification, and Coordination under the Affordable Care Act:  
A Summary of CMS’s March 23, 2012 Final Rule  


 


Executive Summary 
 


The Affordable Care Act (ACA) increases access to health insurance beginning in 2014 through a coordinated 
system of “insurance affordability programs,” including Medicaid, the Children’s Health Insurance Program 
(CHIP), premium tax credits for coverage provided through new Health Benefit Exchanges (Exchanges), and 
optional state-established Basic Health Programs. It also provides for coordinated, streamlined enrollment 
processes for these programs. On March 23, 2012, the Centers for Medicare and Medicaid Services (CMS) 
issued a final rule to implement the ACA provisions relating to Medicaid eligibility, enrollment simplification, 
and coordination. This brief summarizes the major provisions of the rule, which is effective January 1, 2014.   
 


Medicaid Eligibility Under Health Reform 
 


Beginning in 2014, the ACA expands Medicaid eligibility to a new “adult group” and collapses most existing 
eligibility categories into three broad groups:  parents, pregnant women, and children under age 19.The 
“adult group” includes all non-pregnant individuals ages 19 to 65 with household incomes at or below 133% 
FPL. (The law includes a five percentage point of FPL disregard making the effective limit 138% FPL.) States also 
have an option to cover non-elderly individuals, including pregnant women and children, with incomes above 
133% FPL. The Supreme Court ruling on the ACA maintains the adult Medicaid expansion, but limits the 
Secretary’s authority to enforce it, effectively making implementation of the expansion a state choice. 
 


Medicaid financial eligibility for most groups will be based on modified adjusted gross income (MAGI), as 
defined in the Internal Revenue Code.  The rule generally adopts MAGI household income counting methods, 
eliminating various income disregards currently used by states. CMS also generally aligns “family size” in the 
current Medicaid rules with the MAGI definition of “household” and provides household composition rules for 
individuals, such as non-tax filers, who are not addressed by MAGI methods. Certain groups are exempt from 
use of MAGI; their financial eligibility will continue to be determined using existing Medicaid rules.  
 


Medicaid eligibility remains based on monthly income at the time of application, while eligibility for 
premium tax credits for Exchange coverage is based on annual income. However, the rule provides states 
new options to assess continuing Medicaid eligibility based on projected annual income or by taking into 
account anticipated changes in income, which would minimize coverage gaps and transitions between 
Medicaid and Exchange coverage due to small income fluctuations.   
 


Application, Enrollment, and Renewal Procedures 
 


The ACA requires the Secretary to develop a single streamlined application for all insurance affordability 
programs. States must use the Secretary’s application or an alternative application approved by the Secretary. 
The application must be available for individuals to submit online, by telephone, by mail, in person, and by fax 
and must be accessible to persons with limited English proficiency and people with disabilities at no cost to the 
individual. States may only request information that is necessary to make an eligibility determination. Non-
applicants (those seeking Medicaid coverage for someone other than themselves) may not be required to 
provide a Social Security number or information regarding citizenship, nationality or immigration status. State 
Medicaid agencies must provide assistance to applicants in person, by telephone, and online, and this 
assistance must be accessible to people with disabilities and people with limited English proficiency.   
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The Medicaid eligibility determination process will begin with a MAGI screen. If an individual is not 
found eligible for a MAGI group, the state must collect necessary information and determine eligibility 
under all other Medicaid eligibility categories (i.e., MAGI-exempt groups) and potential eligibility for 
premium tax credits in an Exchange. Each state will be required to establish timeliness and performance 
standards for determining eligibility subject to an outer limit timeliness standard of 45 days for non-
disability based eligibility determinations and 90 days for disability-based determinations.  
 


States will rely, to the maximum extent possible, on electronic data matches with trusted third party 
sources to verify information provided by applicants. The Secretary will establish an electronic 
verification system to enable states to verify information with other federal agencies. States are 
expressly permitted to accept self-attestation of all Medicaid eligibility criteria, except for citizenship 
and immigration status, which must be verified. If information provided by an individual is “reasonably 
compatible” with information obtained from other trusted sources, the agency may not request 
additional information, including paper documentation, from the individual.   
 


The rule establishes a 12-month renewal period for MAGI-based Medicaid beneficiaries. The rule 
further requires state agencies to seek to renew eligibility first based on available information. If the 
state does not have sufficient information available to determine continued eligibility, it must then 
provide the individual with a pre-populated form containing data available to the agency and a 
reasonable period of time for the individual to provide needed information online, in person, by 
telephone, or by mail. To avoid unnecessary reapplications, the rule provides a reconsideration period 
for individuals who lose coverage because a renewal form is not returned timely but who respond 
within a reasonable period of time after coverage terminates. For non-MAGI groups, the rule retains the 
existing provision that eligibility be re-determined at least every 12 months. As with the MAGI groups, 
states must first seek to renew eligibility based on available information and states have the option to 
use the same pre-populated form and reconsideration period procedures required for MAGI groups.  
 


Coordination Between Medicaid and Exchanges 
 


State Medicaid agencies will enter into one or more agreements with an Exchange and other 
insurance affordability programs to coordinate eligibility determinations and enrollment.  The state 
Medicaid agency must ensure that any individual who is determined ineligible for Medicaid is screened 
for potential eligibility for benefits available through an Exchange and promptly transfer the electronic 
account of individuals screened as potentially eligible to the Exchange. States also have the option to 
enter into an agreement with an Exchange to make final determinations of eligibility for tax credits for 
Exchange coverage. With regard to Exchange determinations of Medicaid eligibility, states can enter into 
agreements to either have the Exchange make final Medicaid eligibility determinations or have the 
Exchange make assessments of potential Medicaid eligibility and transfer accounts to the Medicaid 
agency for final determination. 
 


Conclusion 
 


The final Medicaid eligibility and enrollment rule is an important step forward in the ACA 
implementation process. The rules lay out procedures for states to implement the Medicaid expansion 
and streamlined and integrated eligibility and enrollment system created by the ACA. However, 
successfully achieving this goal will require substantial process and system changes among state 
Medicaid agencies and close coordination between Medicaid, Exchanges, and other insurance 
affordability programs. Moreover, even with sophisticated systems in place, successful implementation 
will likely require substantial application assistance for individuals navigating the new process and 
coverage options to fully realize the potential of the ACA in expanding and simplifying access to 
coverage.   
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Introduction 
 


The Affordable Care Act (ACA) increases access to health insurance beginning in 2014 through an 
expansion in Medicaid eligibility1 and the creation of new Health Benefit Exchanges (Exchanges) with 
advance payment of premium tax credits to help purchase Exchange coverage. In addition, the ACA 
outlines a coordinated and streamlined enrollment process for all insurance affordability programs, 
including Medicaid, the Children’s Health Insurance Program (CHIP), tax credits for Exchange coverage, 
and optional Basic Health Programs. On March 23, 2012, the Centers for Medicare and Medicaid 
Services (CMS) issued a final rule (which included several sections issued as interim final) to implement 
the ACA provisions relating to Medicaid and CHIP eligibility, enrollment simplification, and coordination, 
effective January 1, 2014.2 The Department of Health and Human Services has also issued a final rule 
(which also includes some sections that are interim final) regarding eligibility for premium tax credits 
and cost-sharing reductions and enrollment in Exchanges,3 and the Department of the Treasury has 
issued a final rule regarding health insurance premium assistance tax credits.4  
 
This brief summarizes the major provisions of CMS’s final and interim final rule regarding Medicaid 
eligibility, enrollment simplification, and coordination. (This brief does not address provisions specific to 
the CHIP program5 or the provisions included in the Exchange and Treasury rules, except as they are 
referenced by the Medicaid provisions.)  A companion brief examines the impact of the new Medicaid 
rules on people with disabilities available at http://www.kff.org/medicaid/8390.cfm.   
 
Changes in Medicaid Eligibility Categories  
 
Today, there are numerous Medicaid eligibility categories and associated technical criteria. These 
eligibility categories include both federal core groups that states are required to cover as a condition of 
participation in the Medicaid program, as well as expansion groups that states may choose to cover with 
federal Medicaid funds. Until the passage of the ACA, states generally could not receive federal 
Medicaid matching funds to cover low-income childless adults who did not qualify on the basis of a 
disability, except through a waiver. To date, states have expanded coverage for children and individuals 
in need of institutional care. However, income eligibility limits for parents remain low and, in most 
states, other adults are not eligible for Medicaid, regardless of their income6 (Figure 1).    
 


 


 


Figure 1


Median Medicaid/CHIP Eligibility Thresholds, January 2012


Based on the results of a national  survey conducted by the Kaiser Commission on Medicaid and the Uninsured and the Georgetown 
University Center for Children and Families, 2012.
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One major component of the ACA is the expansion of Medicaid eligibility to a minimum floor of 133% 
FPL ($2,116 per month for a family of three in 2012), beginning in 2014. (The law also includes an 
income disregard of 5 percentage points of the FPL, making the effective minimum income limit 138% 
FPL.)  This expansion would increase eligibility levels for low-income parents and other adults in many 
states. In addition, the ACA provides states an opportunity to get an early start on the expansion by 
providing a new state plan option to cover adults with incomes at or below 133% FPL, effective April 
2010. Moreover, to preserve the base of coverage upon which the expansion will build, the ACA requires 
states to maintain eligibility thresholds that are at least as generous as those they had in place at the 
time the ACA was enacted until certification of state Exchanges (expected in 2014) for adults and until 
2019 for children. The Supreme Court ruling on the ACA maintains the Medicaid expansion, but limits 
the Secretary’s authority to enforce it, effectively making implementation of the expansion a state 
choice.7 If a state does not implement the expansion, poor adults in that state will not gain new 
affordable coverage options and likely remain uninsured.8 
 
CMS’s final rule on Medicaid eligibility and enrollment implements the provisions that expand 
eligibility for adults and consolidates most existing Medicaid eligibility groups into broader, simplified 
categories (Table 1, next page). Beginning in 2014, these groups will have their financial eligibility 
determined based on the modified adjusted gross income (MAGI) methodology, as discussed in the next 
section. Other existing mandatory and optional eligibility groups, including individuals with disabilities, 
elderly individuals, and medically needy individuals, will be exempt from use of MAGI and continue to 
have their financial eligibility determined using current Medicaid rules. Specifically, under the rule, 
beginning January 2014: 
 
 Medicaid eligibility will extend to a new “adult group,” which includes all non-pregnant 


individuals ages 19 to 65 with household incomes at or below 133% FPL.9  The new adult group 
effectuates the ACA’s Medicaid expansion. Parents enrolling under this category must have their 
children enrolled in Medicaid, CHIP, or other “minimum essential coverage.”  
 


 Most existing Medicaid eligibility categories will be collapsed into three broad groups: parents, 
pregnant women,10 and children under age 19.  States will set income eligibility standards for these 
groups subject to federally specified minimums and maximums. The transition to these broader 
groups is not intended to change current eligibility levels for these populations, but rather to 
streamline and consolidate existing eligibility categories. However, some individuals may lose 
Medicaid eligibility if a state reduces eligibility to the minimum levels when the requirement for 
states to maintain eligibility thresholds expires after the certification of state Exchanges (expected in 
2014) for adults and in 2019 for children. 


 
 States may choose to cover non-elderly individuals who are not otherwise eligible for Medicaid, 


including pregnant women and children, with incomes above 133% FPL up to a maximum standard 
set by the state. States may phase-in coverage of the new group by category (e.g., pregnant women, 
children), provided that the state does not cover people with higher incomes before people with 
lower incomes are covered.11  Moreover, as with the new adult group described above, any parents 
enrolled under this category must have their children enrolled in Medicaid, CHIP, or other 
“minimum essential coverage.” 


  







00 5


Table 1:  
Minimum and Maximum Income Limits for MAGI-Based Medicaid Eligibility Categories, as of 2014 


 
 Minimum Income Limit Maximum Income Limit 
Parents of dependent 
children and caretaker 
relatives  


State’s AFDC income standard for 
household as of May 1, 1988 


State’s AFDC income standard as of July 16, 1996 
(increased by no more than the percentage 
increase in the Consumer Price Index for urban 
consumers since that date)  
OR 
A higher effective income level a state had in 
place for Section 1931 parents as of March 23, 
2010, or December 31, 2013, if higher 


Pregnant women 
(including 60 days 
post-partum) 


133% FPL* 185% FPL 
OR 
A higher effective income level a state had in 
place as of March 23, 2010, or December 13, 
2013, if higher 


Children under age 19 133% FPL* For infants under age 1: 185% FPL 
For other children: 133% FPL 
OR 
A higher effective income level a state had in 
place (by age group) as of March 23, 2010, or 
December 31, 2013, if higher 


Adults <133% FPL  133% FPL 133% FPL 


Individuals >133% FPL N/A (provided at state option) A state-established standard >133% FPL 


Table notes:  
*The minimum standards for pregnant women and infants will be higher than the levels listed in the table in states that had higher 
limits in effect on December 19, 1989, or had authorizing legislation to do so as of July 1, 1989. 
Minimum standards will not be converted to MAGI-equivalents based on previous disregards and deductions used by the state. 
However, maximum limits that are tied to states’ effective income levels as of March 23, 2010 (or December 31, 2013, if higher) will 
be converted to MAGI-equivalents that account for previously used disregards and deductions.  
Under the new MAGI method, a five percentage point of FPL income disregard will be applied to the minimum and converted 
maximum thresholds to determine the effective eligibility limit.  


 
Determining Medicaid Eligibility Based on Modified Adjusted Gross Income (MAGI)  
 
In addition to expanding Medicaid eligibility and consolidating existing eligibility categories, the ACA will 
also change how financial eligibility is determined for Medicaid. Beginning January 2014, financial 
eligibility for many groups will be based on MAGI methods, as defined in the Internal Revenue Code. The 
move to MAGI for many groups will result in some changes from current Medicaid rules related to 
calculating family size and income and will largely align Medicaid financial eligibility determinations with 
the standards used to determine eligibility for premium tax credits and cost-sharing reductions through 
the Exchanges. With regard to determining eligibility, CMS also amends the definitions of state residency 
for adults and children to simplify the language and coordinate with the Exchanges. Under the final rule: 
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Medicaid financial eligibility for most categories will be based on the MAGI definition of household 
income. For these groups, MAGI methods will be used to determine eligibility for new applicants 
beginning as of January 2014. MAGI methods will not be applied to existing beneficiaries who were 
determined eligible for Medicaid on or before December 31, 2013 until March 31, 2014 or the next 
regularly-scheduled renewal for the individual, whichever is later. Certain groups are exempt from the 
use of MAGI and will continue to have their financial eligibility determined based on existing Medicaid 
rules (Text Box 1). 
 


 
 
Although MAGI is determined on an annual basis, Medicaid eligibility will remain based on income at 
the time of application. Medicaid eligibility determinations for new applicants will continue to be based 
on current monthly income. For existing Medicaid beneficiaries determined eligible based on MAGI, the 
rule provides states the option to base continuing financial eligibility on either current monthly income 
or projected annual income for the remainder of the calendar year. In determining current monthly or 
projected annual income, a state may take into account reasonably anticipated changes in income. 
Actual changes in income must be reported by applicants and beneficiaries and acted upon by the state 
Medicaid agency.  
 
The state option to use projected annual income for current beneficiaries enables states to better 
align Medicaid income counting rules with the eligibility rules for premium tax credits for Exchange 
coverage.  Adopting this option would help prevent coverage gaps and minimize the churning of 
individuals between programs based on small income fluctuations. It also would prevent cases of 
individuals being determined ineligible for both Medicaid and tax credits as a result of income 
fluctuations. For example, an individual employed as a landscaper can reasonably anticipate that his or 
her income will be higher in the summer and lower in the winter. If this individual applies for coverage in 
the summer, he or she could be found ineligible for Medicaid based on current income but also 
determined ineligible for the premium tax credits based on a lower projected annual income of less than 
100% FPL. In these cases, the rule establishes that the Medicaid financial eligibility determination will be 
based on the finding of projected annual income if the projected annual income is below 100% FPL, 
which would make the individual eligible for Medicaid.  
 
  


Text Box 1: 
Individuals Exempt from MAGI Methods 


 Individuals eligible for Medicaid on a basis that does not require the determination of income by the 
Medicaid agency (e.g., SSI beneficiaries, individuals determined eligible based on a finding of income made 
by an Express Lane agency) 


 Individuals age 65 and older (only for purposes of being evaluated for an eligibility group related to age) 
 Individuals whose eligibility is determined on the basis of being blind or disabled (only for determining 


eligibility on such basis)  


 Individuals who request coverage for long-term services and supports, including nursing facility services, 
home and community based services, and home health services 


 Individuals eligible for Medicare cost-sharing assistance (only for determining eligibility for Medicare cost-
sharing assistance) 


 Medically needy individuals (only for determining eligibility for the medically needy category) 
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The rule generally adopts MAGI methods for counting household income12 and eliminates the variety 
of income disregards and deductions currently used by states.13 In addition, there are no resource tests 
under MAGI. Using MAGI methods, household income will be the sum of the income of every individual 
who is in the household, minus a standard income disregard of five percentage points of the FPL for the 
applicable household size. To convert current income standards for existing Medicaid eligibility groups 
to MAGI-equivalent income standards, states must take into account existing disregards and deductions. 
CMS will issue separate guidance on how to make this conversion.   
 
The rule generally aligns references to “family size” in the current Medicaid rules with the definition 
of “household” used under MAGI. There are a small number of situations in which the transition from 
current Medicaid rules to MAGI rules will result in different household compositions. In some of these 
cases, the rule adopts the MAGI rules, which will result in some individuals losing Medicaid eligibility 
(while likely becoming eligible for Exchange coverage).14 In other cases, current Medicaid rules are 
retained, meaning that calculations of household size for Medicaid and premium tax credits may vary.15 
The regulations also establish household rules for non-tax filers and individuals not claimed as tax 
dependents, who are not addressed by MAGI methods in the Internal Revenue Code.16 
 
Application, Enrollment, and Renewal Procedures 
 
In addition to the changes in eligibility categories and the determination of financial eligibility, the ACA 
includes requirements designed to create a simple, streamlined integrated enrollment process for 
Medicaid and other insurance affordability programs. The rule addresses a number of provisions related 
to Medicaid application, enrollment, and renewal procedures to achieve this new system. 
 
Program Information, Applications, and Application Assistance  
 
States must provide information on Medicaid eligibility requirements, covered services, and 
applicant/beneficiary rights and responsibilities via a website as well as orally and in writing. The 
information must be provided in “plain language” and be accessible to people with disabilities and 
people with limited English proficiency at no cost to the individual.  
 
The ACA requires the Secretary to provide states with a single streamlined application for all 
insurance affordability programs. The rule does not address the contents of the application, but CMS 
subsequently has proposed data elements.17 States must use the application developed by the Secretary 
or an alternative application that has been approved by the Secretary and is no more burdensome than 
the Secretary’s application. CMS has indicated that alternative approved applications could include 
multi-benefit applications for other human services programs in addition to health insurance 
affordability programs, but that states also would need to make a health-only application available. To 
obtain additional information needed for applicants who are not eligible under a MAGI category, states 
may either use supplemental forms or an alternative application that minimizes the burden on 
applicants; the supplemental forms or alternative application must be submitted to the Secretary but do 
not need to be approved.  
 
The application and any supplemental forms must be accessible to persons with limited English 
proficiency and people with disabilities at no cost to the individual. The rule does not include specific 
accessibility standards, but CMS indicates it intends to issue such standards in future guidance after 
seeking input from states and other stakeholders. Those standards should provide more detail regarding 
literacy levels, language services, and access standards.  
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Individuals must be able to apply online, by telephone, by mail, in person, and through other 
commonly available electronic means. States must assure that all initial applications are signed and 
allow for electronically signed applications, including telephonically recorded signatures and 
handwritten signatures transmitted via electronic means. States may not require an in-person interview 
as part of the application or renewal process for individuals who are eligible based on MAGI.  
 
States may only request information that is necessary to make an eligibility determination or that is 
directly connected to administering the state Medicaid plan. States must obtain and verify a Social 
Security number (SSN) for all Medicaid applicants with some limited exceptions.18 However, a state may 
not deny or delay services to an otherwise eligible individual pending receipt and verification of the SSN. 
States may not require non-applicants (those seeking Medicaid coverage for someone other than 
themselves) to provide a SSN or information regarding citizenship, nationality, or immigration status. 
However, they may request SSNs from non-applicants on a voluntary basis. At the time the SSN for a 
non-applicant is requested, the state must provide clear notice that this is voluntary and about how the 
SSN will be used. The state must safeguard all information collected from applicants and beneficiaries, 
including information concerning a non-applicant.  
 
State Medicaid agencies must provide assistance to individuals seeking help with the application or 
renewal process in person, over the telephone, and online. Such assistance must be accessible to 
people with disabilities and people with limited English proficiency. CMS intends to provide additional 
sub-regulatory guidance and technical assistance in this area. 
 
Streamlined Eligibility Determination Process 
 
When an individual submits an application to the state Medicaid agency, the state will first determine 
eligibility for a MAGI category (Figure 2, next page). If an individual is determined eligible for a MAGI 
category, the state must provide Medicaid coverage to that individual “promptly and without undue 
delay, consistent with timeliness standards.” If such an individual is identified as potentially eligible on a 
non-MAGI basis or requests a non-MAGI eligibility determination, the state must collect necessary 
information to make that determination. If that individual is subsequently found eligible for both a MAGI 
and a non-MAGI category, the state must provide Medicaid through the non-MAGI category “promptly 
and without undue delay, consistent with timeliness standards” and discontinue benefits in the MAGI 
category. 
 
If an individual has household income above the MAGI standard, the state must determine eligibility 
for non-MAGI categories and potential eligibility for other insurance affordability programs. While an 
individual is undergoing a Medicaid eligibility determination on a non-MAGI basis, the state must 
determine potential eligibility for and transfer the individual’s electronic account to the Exchange or 
other applicable insurance affordability program. When the account is transferred, the state must 
provide timely notice to the other program that a final Medicaid eligibility determination is pending and 
the outcome of the subsequent final Medicaid eligibility determination. If the individual is found eligible 
for a non-MAGI category, the state must provide Medicaid “promptly and without undue delay, 
consistent with timeliness standards.” 
 
Each state must establish timeliness and performance standards for determining eligibility. Timeliness 
standards are the maximum period of time within which each applicant is entitled to a determination of 
eligibility. Performance standards are overall standards for determining eligibility across a pool of 
applicants. The standards will apply to Medicaid eligibility determinations for individuals who submit 
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applications to the state agency and for individuals whose accounts are transferred to the state agency 
from other insurance affordability programs. They also will apply to determining potential eligibility for 
and transferring individuals’ electronic accounts to other insurance affordability programs. The 
standards cover the period from the date of application or transfer from another insurance affordability 
program to the date the agency notifies the applicant of its decision or the date the agency transfers the 
account to another insurance affordability program. The rule retains an outer limit timeliness standard 
of 45 days for non-disability based eligibility determinations and 90 days for disability-based 
determinations. These timeliness and performance standards were issued as interim final rules.  
 


Figure 2:   
State Medicaid Agency Application Processing Flowchart 


 


 
 


 


Determine Household Composition, MAGI, and  
Non-Financial Eligibility Criteria (e.g., age, birthdate, state residency, 


citizenship, immigration status) 


If MAGI at or below 133% FPL:* 
 


Provide Medicaid in MAGI category promptly 
and without undue delay** 


 
AND 


 
For people identified as potentially eligible for a 
non-MAGI category or who request a non-MAGI 
determination, collect additional information as 


needed and determine non-MAGI eligibility 


If MAGI above 133% FPL:* 
 


Determine potential eligibility for other 
insurance affordability programs 


 
AND 


 
For people identified as potentially eligible for a 
non-MAGI category or who request a non-MAGI 
determination, collect additional information as 


needed and determine non-MAGI eligibility  


If Eligible for  
Non-MAGI Category: 


 
Provide Medicaid promptly 
and without undue delay** 
and discontinue benefits in 


other program 


If potentially eligible for other 
insurance affordability program: 


 
Facilitate seamless transfer of 


electronic account to other 
program (without waiting for 


final non-MAGI eligibility 
determination) 


If eligible for both MAGI category 
and non-MAGI category:  


 
Provide Medicaid in non-MAGI 
category promptly and without 
undue delay** and discontinue 


benefits in MAGI category 


*The effective MAGI Income Standard is 138% FPL because the MAGI methodology provides for a 5% FPL income disregard.  
**Eligibility determinations may not exceed 90 days for disability-based applications and 45 days for other applications 
based on date of application OR transfer from another program.   
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Verification of Eligibility  
 
The rule also streamlines and simplifies the eligibility verification process, seeking to minimize burdens 
on states and applicants.  However, CMS reaffirms that nothing in the rule prevents states from acting to 
ensure program integrity.   
 
States are expressly permitted to accept self-attestation of all Medicaid eligibility criteria, except for 
citizenship and immigration status. Attestation may be by the applicant or beneficiary or by a parent, 
caretaker, or other person acting responsibly on the individual’s behalf. To ensure program integrity, 
states must request and use information relevant to verifying an individual’s eligibility consistent with 
the following policies: 
 
 Financial information. The state must request, electronically to the extent available, certain 


information related to financial eligibility from other state agencies and other state and federal 
programs to the extent it determines such information is useful for determining the individual’s 
eligibility. This includes wages, earnings, and unearned income and resources and eligibility for or 
enrollment in the Supplemental Nutritional Assistance Program, Temporary Assistance for Needy 
Families Program, and other insurance affordability programs. CMS delegates the Secretary’s 
discretion to the states to determine whether information would be useful to verify Medicaid 
financial eligibility and, therefore, must be requested. 
 


 Age, Household Size, and State Residency. States may choose to verify, other than by attestation, 
date of birth, the individuals that comprise an individual’s household, and/or state residency. 
However, a state may not use documentation of an individual’s immigration status to determine 
that the individual is not a state resident. 


 
 Pregnancy.  States must accept self-attestation of pregnancy, unless the state has other 


information, such as claims history, that is not reasonably compatible with the attestation.  
 
Each state agency must develop, and update as modified, a verification plan describing its verification 
policies and procedures and submit the plan to the Secretary upon request. States will rely, to the 
maximum extent possible, on electronic data matches with trusted third party data sources to verify 
information provided by applicants. Before a request for a third party data source is initiated, the 
individual must receive notice of the information being requested and its use. Information exchanged 
electronically between the state Medicaid agency and any other agency or program must be sent and 
received via secure electronic interfaces. 
 
The Secretary will establish a secure electronic verification system, or federal hub, through which all 
insurance affordability programs can verify certain information with other federal agencies and data 
sources. These sources will allow for verification of household income and size with the IRS, citizenship 
with the Social Security Administration, and immigration status with the Department of Homeland 
Security. To the extent information related to Medicaid eligibility is available through this federal hub, 
states must access information through the system. Information not available through the federal hub 
may be obtained directly from the agency or program housing the information. Subject to approval by 
the Secretary, the state agency may request and use information from other data sources through a 
different mechanism than the federal hub so long as the alternative source or mechanism reduces costs 
and burdens to individuals and states. 
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Agency obtains information on application 
and notifies applicant that information will 
be requested from a third party data source  


State conducts electronic data match with 
federal data hub and additional state 


databases to verify information 


If information from data match is reasonably 
compatible with that provided by applicant: 


 
Enroll in Medicaid without requesting 


additional information 


If unable to obtain information electronically or 
if information is not reasonably compatible with 


that provided by applicant: 
 


Contact individual and accept individual’s 
reasonable explanation of discrepancy without 


further documentation  
OR 


Request and provide the individual with a 
reasonable amount of time to supply additional 


information, including paper documentation 


If accept explanation 
or receive additional 


information that 
verifies information: 


 
Enroll in Medicaid 


If do not receive 
additional information 


from applicant: 
 


Provide notice and 
hearing rights and 


deny eligibility 


If information provided by an individual is “reasonably compatible” with information obtained from 
other sources, the agency must use that information to determine or renew eligibility. The rule 
specifies that if income information obtained through an electronic data match and provided by the 
individual are either both above or below an applicable income limit for coverage, the information will 
be considered reasonably compatible. However, it does not further define reasonably compatible, 
leaving this decision up to the state. If the agency is unable to obtain information electronically, or if the 
information obtained is not reasonably compatible with that provided by the individual as specified in 
the state’s verification plan, the agency may contact the individual and accept the individual’s 
reasonable explanation of the discrepancy without further documentation, or the agency may request 
and provide the individual with a reasonable amount of time to supply additional information, including 
paper documentation.  The agency may not deny or terminate eligibility based on information it has 
received from another source unless the agency has sought additional information from the individual 
and provided the individual with proper notice and hearing rights (see Figure 3). 
  


Figure 3:   
Medicaid Eligibility Verification Process Flowchart 
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Medicaid Eligibility Renewals 
 
Medicaid beneficiaries whose eligibility is based on MAGI will have their coverage renewed once 
every 12 months. However, a state will review eligibility within the 12-month period when it receives 
information about a change in a beneficiary’s circumstances that may affect eligibility. The state agency 
must have procedures in place to ensure that beneficiaries make timely and accurate reports of any 
change in circumstances and that enable beneficiaries to report these changes online, by phone, in 
person, or through other electronic means.   
 
For MAGI-groups, state agencies will first seek to renew eligibility by evaluating information from the 
individual’s electronic account or from other more current reliable data sources (Figure 4). If the 
available information is sufficient to determine continued Medicaid eligibility, the state will renew 
coverage based on that information and send an appropriate notice without requiring the individual to 
sign and return the notice. Beneficiaries must correct any inaccurate information in the notice online, in 
person, by telephone or by mail. If the agency cannot determine that the individual remains eligible 
based on available information, it must then provide the individual with a pre-populated form 
containing the information relevant to renewal that is available to the agency and a reasonable period 
of time, at least 30 days, for the individual to provide the necessary information and correct any 
inaccuracies online, in person, by telephone or by mail. The agency will verify the information reported 
by the individual and has the state option to rely on self-attestation.  The state cannot require an in-
person interview as part of the redetermination process.   
 
To reduce unnecessary applications, the rule provides a reconsideration period for individuals who 
lose coverage due to failure to submit the renewal form or information. If an individual’s eligibility is 
terminated due to failure to submit the renewal form or necessary information that the individual 
subsequently submits within 90 days after the date of termination, or a longer timeframe established by 
the state, the state will redetermine the individual’s eligibility without requiring a new application.  
 
For non-MAGI groups, the rule retains the provision that eligibility must be redetermined “at least 
every 12 months.” As with the MAGI groups, states must first seek to renew eligibility based on 
information available in the individual’s electronic account or other more current data sources. States 
also have the option to use the pre-populated form and reconsideration period procedures for non-
MAGI groups but are not required to do so.  The rule does extend the new requirements for available 
change reporting methods (online, by telephone, by mail, and in person) to non-MAGI groups. 
 
Renewals of eligibility will be subject to the same timeliness and performance standards that apply to 
initial eligibility determinations. These standards include an outer limit of 45 days for non-disability 
based eligibility determinations and 90 days for disability-based determinations.  Additional details on 
performance standards will be released in subsequent guidance.   
 
At renewal, the state must consider all potential bases of eligibility prior to determining an individual 
ineligible. The proposed rule had invited comments on extending Medicaid coverage until the end of the 
month in which a Medicaid termination notice period ends to prevent gaps in coverage that might occur 
between a Medicaid coverage termination and the beginning of Exchange coverage. However, this 
provision was not included in the final rule.  
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Figure 4: 
Medicaid Renewal Process for MAGI-Related Groups Flowchart 


 
 


 


 


 
  


Agency reviews information available from 
reliable data sources 


If available information is sufficient to 
determine continued eligibility: 


 
Renew coverage and provide notice to 


individual without requiring any further action 


If cannot determine continued eligibility 
based on available information: 


 
Provide individual a pre-populated form and 
at least 30 days for the individual to provide 


necessary information and correct any 
inaccuracies online, in person, by telephone, 


or by mail 


If individual provides 
information: 


 
Agency verifies 


information  


If individual does not 
provide information: 


 
Provide notice and 
hearing rights and 


terminate eligibility  


Individual corrects 
any inaccurate 


information in the 
notice online, in 


person, by telephone, 
or by mail 


If determine continued 
eligibility: 


 
Renew coverage 


If determined 
potentially eligible for 


other affordability 
programs:  


 
Transmit electronic 
account and data to 


other program 


If subsequently 
respond within 90 days 
or a longer time period 


established by the 
state: 


 
Re-determine 


eligibility without 
requiring a new 


application 
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Coordination Between Medicaid and Exchanges 
 
State Medicaid agencies must participate in a coordinated eligibility and enrollment system with other 
insurance affordability programs. The rule addresses a number of provisions related to how Medicaid 
will coordinate with Exchanges and other programs to determine eligibility and enroll individuals in 
coverage.19 
 
Each state Medicaid agency will enter into one or more agreements with the Exchange and other 
agencies administering insurance affordability programs. These agreements will be provided to the 
Secretary upon request, but they are not subject to approval and there is no requirement for them to be 
made publicly available. These agreements will clearly delineate each program’s responsibilities to: 
minimize the burden on individuals, ensure compliance with other eligibility coordination requirements, 
and ensure prompt determinations of eligibility consistent with timeliness standards. Moreover, state 
Medicaid agencies must certify the criteria necessary for an Exchange or other insurance affordability 
program to use when determining Medicaid eligibility. 
 
For each individual who is determined ineligible for Medicaid upon an initial application or at 
redetermination, the state Medicaid agency must determine potential eligibility for Exchange or other 
insurance affordability program coverage. The state Medicaid agency must promptly transfer the 
electronic account of individuals screened as potentially eligible to the Exchange; however, there is no 
specified time limit in the regulations within which this transfer must occur. For an individual who is 
determined ineligible for Medicaid based on MAGI but who is still undergoing a non-MAGI eligibility 
determination, the state agency must transfer the individual’s electronic account to the Exchange and 
provide notice that the individual is not eligible based on MAGI but that a final Medicaid eligibility 
determination is still pending and of the agency’s subsequent final determination. States also have the 
option to enter into an agreement with an Exchange to make final determinations of eligibility for 
advance payments of the premium tax credits and cost sharing reductions for coverage under an 
Exchange rather than transferring accounts to the Exchange for final determination.  
 
States can enter into agreements to either have the Exchange make final Medicaid eligibility 
determinations or have the Exchange make assessments of potential Medicaid eligibility and transfer 
accounts to the Medicaid agency for final determination. This option for Exchanges to make 
assessments of potential Medicaid eligibility rather than final Medicaid eligibility determinations was 
issued as interim final.   
 
 Exchange makes final Medicaid determinations. If the state enters into an agreement with the 


Exchange to make final determinations of Medicaid eligibility, for each individual determined 
eligible for Medicaid by the Exchange, the state agency must establish procedures to receive the 
electronic account containing the determination of Medicaid eligibility and promptly provide 
Medicaid using the same procedures and subject to the same timeliness standards as if the 
determination had been by the agency itself. If an Exchange is operated by a non-governmental 
agency, the authority to conduct final Medicaid determinations is limited to MAGI-based 
determinations. In some cases in which the Exchange is operated by a governmental agency, the 
Exchange may be able to make non-MAGI determinations or enter into contracts with other 
government agencies to do so. 
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 Exchange makes assessments of potential Medicaid eligibility. States may also enter into an 
agreement for the Exchange to make assessments of potential Medicaid eligibility, rather than final 
determinations. In these cases, Exchanges must assess Medicaid eligibility consistent with federal 
verification rules and procedures, although they may vary from state-specific options in certain 
cases. The state agency must accept the electronic account for each individual determined 
potentially eligible for Medicaid by the Exchange and, promptly and without undue delay, consistent 
with timeliness standards, make a final determination of Medicaid eligibility. The agency may not 
request any information or documentation from the individual that has already been provided to 
the Exchange or require an individual to submit another application. However, the agency may 
request additional verifications consistent with state-specific verification requirements. The state 
agency must notify the Exchange of receipt of the electronic account.  


 
If during an assessment for potential Medicaid eligibility, the Exchange determines that an individual 
is not eligible for Medicaid based on MAGI standards, the Exchange must consider the individual as 
ineligible for Medicaid for purposes of determining eligibility for advance payments of the premium 
tax credit and cost sharing reductions. The Exchange also must notify the individual of the option to 
have a full determination of Medicaid eligibility, including on a non-MAGI basis, or to withdraw the 
application for Medicaid. If the individual withdraws the application, he or she will not be assessed 
by the state agency for Medicaid eligibility. Individuals determined ineligible for Medicaid based on 
MAGI, who receive a full Medicaid eligibility determination may enroll in a qualified health plan 
through an Exchange while their final Medicaid determination is pending. The state agency must 
notify the Exchange of the final Medicaid determination, and, if the individual is ultimately found 
eligible for Medicaid on a non-MAGI basis, the other coverage would terminate in favor of Medicaid.  


 
Looking Ahead 
 
This final rule from CMS implements the ACA’s Medicaid expansion and new eligibility and enrollment 
requirements, which will have significant impacts on applicants, enrollees, and state Medicaid agencies. 
In examining the potential impacts of the rule, there a number of key issues to consider, including the 
following: 
 


 While the transition to the new Medicaid eligibility categories and use of MAGI is not intended to 
affect the eligibility of existing groups, some individuals will lose Medicaid due to the transition. 
These individuals will likely become eligible for premium tax credits in an Exchange. As the rule is 
implemented, it will be important to assess the impacts on individuals who lose Medicaid eligibility, 
including their access to needed services if they enroll in qualified health plans through Exchanges.   
 


 The rule provides states with a range of options and flexibilities related to implementation of the 
new eligibility and enrollment system. For example, states can choose to extend eligibility to 
individuals at higher incomes, can seek approval to use a different application than the one 
developed by the Secretary, have flexibility to determine verification policies for certain eligibility 
criteria, can establish their own timeliness and performance standards, and have choices related to 
how they will coordinate eligibility determinations with Exchanges. State responses to each of these 
options will have a significant impact on the eligibility and enrollment process and experience in 
each state, including the simplicity and timeliness of the process and the risk for coverage gaps 
between Medicaid and other insurance affordability programs. 
 







0016


 The goal of the Medicaid rule, along with the Exchange and Treasury rules, is to create an 
integrated and aligned eligibility and enrollment system, but there are a number of areas in which 
differences in processes and rules remain. For example, within Medicaid, a number of the proposed 
changes and simplifications will apply to MAGI-groups but not necessarily to groups exempt from 
MAGI. Moreover, Medicaid eligibility remains based on monthly income at the time of application, 
while eligibility for premium tax credits for Exchange coverage is based on annual income, and there 
are some differences in the rules for counting of household size and income between Medicaid and 
Exchange coverage. Developing effective methods to address these distinctions in ways that do not 
cause confusion or additional complexities for applicants and beneficiaries will be key for achieving 
the goal of a simple and coordinated eligibility and enrollment system. 


 
 Achieving a simple and streamlined process for individuals will require development of systems 


that can operationalize and automate the new eligibility rules and adequate application 
assistance. The new system will determine eligibility based on a number of factors including a 
person’s tax filing status, household composition, and the specific rules and policies for the program 
for which eligibility is being assessed. Achieving a no wrong door system that appears simple and 
seamless to individuals will require state Medicaid agencies, working with the Exchanges, to create 
systems that can operationalize and automate the new eligibility determination rules. Moreover, 
even with such a system in place, it will be important for individuals to have timely access to 
assistance in a variety of formats to help them complete the application and enrollment process. 


 


 There are a number of provisions in the proposed rule that require further information and 
clarification. For example, the regulations direct states to convert their existing maximum income 
standards for Medicaid and CHIP eligibility groups to MAGI-equivalents, but more guidance is 
needed regarding how states will make this conversion. Moreover, the rule references performance 
standards for state systems that have not yet been developed. In addition, the rule includes a 
“reasonable compatibility” standard that governs when states may request additional information, 
including documentation, from individuals to verify eligibility criteria. While the rule provides some 
clarity on when income will be considered reasonably compatible, more information is needed 
about how states will define reasonable compatibility for other eligibility criteria. Finally, while the 
rule generally does not address the benefits individuals will receive, it is important to note that 
eligibility rules and processes may have a significant impact on individuals’ benefits, since states may 
choose to provide individuals in some eligibility categories more limited benefit packages.  


 


The final Medicaid eligibility and enrollment rule is an important step forward in the ACA 
implementation process. The rule lays out procedures for states to implement the Medicaid expansion 
and streamlined and integrated eligibility and enrollment system created by the ACA. However, 
successfully achieving this goal will require substantial process and system changes among state 
Medicaid agencies and close coordination between Medicaid, Exchanges, and other insurance 
affordability programs. Moreover, even with sophisticated systems in place, successful implementation 
will likely require substantial application assistance for individuals navigating the new process and 
coverage options to fully realize the potential of the ACA in expanding and simplifying access to 
affordable insurance.   
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ENDNOTES 
                                                           
1 The Supreme Court ruling on the ACA maintains the Medicaid expansion but limits the Secretary’s authority 
enforce it.  If a state does not implement the expansion, the Secretary cannot withhold existing federal program 
funds. Kaiser Commission on Medicaid and the Uninsured, Implementing the ACA’s Medicaid-Related Health 
Reform Provisions After the Supreme Court’s Decision (Aug. 2012), available at 
http://www.kff.org/healthreform/8348.cfm.   
2 77 Fed. Reg. 17144-17217 (March 23, 2012), available at http://www.gpo.gov/fdsys/pkg/FR-2012-03-
23/pdf/2012-6560.pdf    
3 77 Fed. Reg. 18310-18475 (March 27, 2012), available at http://www.gpo.gov/fdsys/pkg/FR-2012-03-
27/pdf/2012-6125.pdf.   
4 77 Fed. Reg. 30377-30400 (May 23, 2012), available at http://www.gpo.gov/fdsys/pkg/FR-2012-05-23/pdf/2012-
12421.pdf.   
5 Note that CMS’s CHIP regulations apply to states with separate CHIP programs, while state CHIP programs that 
are part of a Medicaid expansion are governed by the applicable Medicaid regulations.   
6 See Kaiser Commission on Medicaid and the Uninsured, Where Are States Today?  Medicaid and CHIP Eligibility 
Levels for Children and Non-Disabled Adults (July 2012), available at http://www.kff.org/medicaid/7993.cfm;  
Kaiser Commission on Medicaid and the Uninsured, How Will the Medicaid Expansion for Adults Impact Eligibility 
and Coverage?  (July 2012), available at http://www.kff.org/medicaid/8338.cfm.   
7 States historically have accepted federal funds to provide coverage.  See Kaiser Commission on Medicaid and the 
Uninsured, A Historical Review of How States Have Responded to the Availability of Federal Funds for Health 
Coverage (Aug. 2012), available at http://www.kff.org/medicaid/8349.cfm.   
8 The premium tax credits and cost-sharing reductions to purchase qualified health plans through the Exchanges 
are available to people with household income between 100% and 400% FPL; people who are eligible for Medicaid 
are ineligible for Exchange subsidies.    
9 Eligibility for this group is limited to adults who are not otherwise eligible for and enrolled in another mandatory 
eligibility category. 
10 CMS’s rule addresses only one area related to the benefits package to be provided to Medicaid beneficiaries 
under the new system.  Currently, states may limit Medicaid coverage to only pregnancy-related services for 
pregnant women at higher incomes.  CMS’s rule provides full Medicaid coverage to all pregnant women, unless the 
state elects to provide only pregnancy-related, or enhanced pregnancy-related, services to pregnant women with 
incomes above a certain limit established by the state in accordance with specified federal minimum and 
maximum standards.  
11 The preamble to the proposed rule provides that if a state currently covers children with household incomes 
above 133% FPL in a separate CHIP program and elects this new optional Medicaid eligibility group, the state must 
transition the affected children from CHIP to Medicaid but still would be able to claim the enhanced CHIP FMAP for 
those children. 76 Fed. Reg. 511481, available at http://www.gpo.gov/fdsys/pkg/FR-2011-08-17/html/2011-
20756.htm.   
12 CMS retains the current Medicaid income counting rules in three instances:  lump sum payments would continue 
to be counted as income in the month received rather than in the year received; scholarships and grants for 
educational purposes, and not living expenses, would continue to be excluded from countable income; and certain 
types of American Indian and Alaskan Native income would continue to be excluded from countable income. 
13 Because each state’s net countable income standard converted to a MAGI-equivalent will be lower than its 
current gross income standard (at or below 185% of the state’s consolidated standard of need for the AFDC 
program as of July 16, 1996), the gross income test for parents/caretaker relatives also is eliminated under MAGI.  
14 Groups that may lose Medicaid eligibility as a result of the transition to MAGI include children age 21 or older 
whose parents claim them as tax dependents; families with step-parents and step-children in states where step-
parents are not legally required to support step-children; and families in which one or more children are required 
to file a tax return, where the child’s income would not count under existing Medicaid rules. 
15 For more detail on the specific groups affected, see 76 Fed. Reg. 51157-51158 and 42 C.F.R. § 435.603(f)(1), (2).   
16 Specifically, spouses living together and spouses/parents (including step-parents) and all children (including step-
children and step-siblings) under age 19 (or if a full-time student, under age 21), who live together are counted in 
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the same household. Non-tax filers, other than spouses or biological, adoptive or step-parents, children or siblings, 
are not included in the same household. 
17 Supporting Statement for Data Collection to Support Eligibility Determinations for Insurance Affordability 
Programs and Enrollment through Affordable Insurance Exchanges, Medicaid and Children’s Health Insurance 
Program Agencies, Appendix A, available at http://www.medicaid.gov/State-Resource-Center/Events-and-
Announcements/Downloads/508CMS-10440_Supporting_Statement_Part_A.pdf; see also 77 Fed. Reg. 40061-
40063 (July 6, 2012).   
18 Individuals who are not eligible to receive an SSN, who do not have an SSN and may only be issued an SSN for a 
non-work reason, or who refuse to obtain an SSN because of well-established religious objections are exempt from 
this requirement and may be provided a Medicaid identification number by the state. The identification number 
may be either an SSN obtained by the state on the applicant’s behalf or another unique identifier. 
19 Coordination also is required between Medicaid, a separate CHIP program, and the Exchanges.   
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Scope of Work


Two Scenarios:
– No Expansion (Option 1)
– 138% Expansion (Option 3)


Enrollment Forecast
– Woodwork
– Surge
– Expansion
– CHIP
– 85% Take-up Rate for Uninsured; 30% for Insured
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Scope of Work (continued)


Cost Projection
– FMAP Variation Over Time
– Demographic Mix
– Cost Offsets
– Administration
– Foster Care
– CHIP
– Physician PCP Increase
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Enrollment Forecast


Sources
– 2010 Census Data
– Idaho Division of Welfare
– Leavitt Partners Report
– Idaho Department of Health and Welfare


Woodwork (currently eligible but not enrolled)
– Mostly children
– Independent of expansion decision
– Currently uninsured and insured populations
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Enrollment Forecast (continued)


Mandatory Enrollment (newly eligible through MAGI)
– Mostly parents


Expansion (newly eligible band on 138% FPL)
– Childless adults and additional parents
– Currently insured and uninsured


Other
– CHIP
– Foster care


Trend (Annual enrollment growth of 2.05%)
PRELIMINARY DRAFT
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Idaho Division of Medicaid
Estimated  Impact on Projected  1/1/2014 Enrollment


Mandatory Expansion
Children (CHIP conversion to Medicaid) 10,800
Adults, Parents 24,500


Optional  Expansion (138% FPL)
Adults, Parents 35,300
Adults, Non‐Caregivers 44,500


Expansion Subtotal  (Mandatory and Optional)
Children 10,800
Adults 104,300


Currently Eligible, Not Enrolled
Children 28,500
Adults, Parents 6,500


Total 150,100
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Cost Projections


FMAP Variations
Currently Eligible, not enrolled (Woodwork) @ standard rates
Mandatory Expansion@ 100% 2014-2016 scaling to 90% as of 
1/1/2020
Optional Expansion (138% FPL) same as Mandatory Expansion
CHIP @ 100% 10/1/15 through 9/30/19
Foster care @ standard rates


FMAP Rates SFY 2014 SFY 2015 SFY 2016 SFY 2017 SFY 2018 SFY 2019 SFY 2020 SFY 2021
Current Medicaid FMAP 70% 70% 70% 70% 70% 70% 70% 70%
Expansion FMAP 100% 100% 100% 98% 95% 94% 92% 90%
Current CHIP FMAP 80% 80% 80% 80% 80% 80% 80% 80%
Enhanced CHIP FMAP 80% 80% 95% 100% 100% 100% 85% 80%


No Change After SFY 2021


PRELIMINARY DRAFT







8


Cost Projections (continued)


Starting Medical Costs
– State Fiscal Year 2011 Medicaid Costs (Basic)
– Age/Gender Specific
– Cost range: $140 PMPM young male adults


$950 PMPM 55+


Cost Projection Trends
– 5% annually to calendar year 2014
– 2.5% annually beyond calendar year 2014
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Cost Projections (continued)


Idaho Department of Health and Welfare Administrative Costs
– 3.5% of additional medical service costs
– 50% FMAP
– Administrative costs increase even if FMAP at 100% of medical cost


PRELIMINARY DRAFT







10


State and Local Cost Offsets


Expanded Medicaid coverage will reduce costs in other 
programs (90% reduction)
No impact from Woodwork or covered populations
Optional (138% FPL) and Mandatory Expansion populations will 
impact these programs


Cumulative
Potential State and Local Offsets SFY 2014* SFY 2015 SFY 2016 SFY 2017 ……. SFY 2024 Total


CAT Program (State) $21.2 $43.1 $43.8 $46.0 $62.5 $539.6
Medical  Indigent (County) $15.7 $32.8 $34.1 $35.5 $45.7 $406.2
Medical  Ind (County Admin) $2.8 $5.8 $6.1 $6.3 $8.0 $71.9
Behavior Health (DHW) $4.8 $9.7 $9.7 $9.7 $9.7 $101.3
Public Health (DHW) $0.4 $0.8 $0.8 $0.8 $0.8 $8.4


Total  Local  and State Spend: $59.1 $124.3 $126.2 $134.2 $193.6 $1,643.8


*Six months  of SFY 2014


PRELIMINARY DRAFT







11


Projected Mandatory Expansion Costs
State and Local Dollars Only (Values in Millions)


Cumulative
Option # 1:  No Optional Expansion SFY 2014* SFY 2015 SFY 2016 SFY 2017 ……. SFY 2024 Total


Mandatory Expansion Claim Costs:
Currently Eligible, Not Enrolled $12.4 $25.3 $26.0 $26.6 $31.6 $296.3


Mandatory Expansion $0.0 $0.0 $0.0 $4.3 $20.4 $120.1
Foster Care $1.7 $3.5 $3.6 $3.7 $4.4 $41.0
Physician $0.0 $3.0 $6.1 $6.4 $8.1 $67.5


CHIP ($1.5) ($3.1) ($7.5) ($8.7) ($1.9) ($48.8)
Administration (DHW) Costs: $1.7 $3.4 $3.5 $3.6 $4.3 $40.2


Total  Mandatory Expansion Costs $14.2 $32.2 $31.8 $35.9 $66.9 $516.3


Projected Offsets  and Savings
CAT Program (State) ($4.32) ($8.8) ($8.9) ($9.4) ($12.8) ($110.2)
Medical  Indigent (County) ($3.2) ($6.7) ($7.0) ($7.2) ($9.3) ($82.9)
Medical  Ind (County Admin) ($0.3) ($1.2) ($1.2) ($1.3) ($1.6) ($14.4)
Behavior Health (DHW) ($1.1) ($2.2) ($2.2) ($2.2) ($2.2) ($23.0)
Public Health (DHW) ($0.1) ($0.2) ($0.2) ($0.2) ($0.2) ($1.9)


Total  Local  and State Offset: ($9.0) ($19.0) ($19.5) ($20.3) ($26.1) ($232.4)


Option # 1:  No Optional Expansion
Total  Cost $5.2 $13.1 $12.2 $15.6 $40.8 $283.9


*Six months  of SFY 2014
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Projected Additional Optional Expansion Costs
State and Local Dollars Only (Values in Millions)


Cumulative
Option # 3:  138% Expansion SFY 2014* SFY 2015 SFY 2016 SFY 2017 ……. SFY 2024 Total


Additional  Expanding Spending:
Optional  Expansion Claim Costs: $0.0 $0.0 $0.0 $15.0 $71.4 $420.2


Administration (DHW) Costs: $3.4 $7.0 $7.1 $7.3 $8.7 $81.4


Total  Additional  Expansion Costs $3.4 $7.0 $7.1 $22.3 $80.1 $501.6


Projected Offsets  and Savings
CAT Program (State) ($14.7) ($30.0) ($30.5) ($32.0) ($43.5) ($375.5)
Medical  Indigent (County) ($10.9) ($22.8) ($23.7) ($24.7) ($31.8) ($282.7)
Medical  Ind (County Admin) ($1.0) ($4.1) ($4.2) ($4.4) ($5.6) ($49.1)
Behavior Health (DHW) ($3.7) ($7.5) ($7.5) ($7.5) ($7.5) ($78.3)
Public Health (DHW) ($0.3) ($0.6) ($0.6) ($0.6) ($0.6) ($6.5)


Total  Local  and State Offset: ($30.7) ($64.9) ($66.5) ($69.2) ($89.0) ($792.0)


Option # 3:  138% Optional Expansion Only (Excluding Mandatory Expansion)
Marginal  Cost ($27.3) ($57.9) ($59.4) ($46.8) ($8.9) ($290.4)


*Six months  of SFY 2014


PRELIMINARY DRAFT







13


Option #1 and Option #3 Summary
State and Local Dollars Only (Values in Millions)


Cumulative
SFY 2014* SFY 2015 SFY 2016 SFY 2017 ……. SFY 2024 Total


Option # 1:  No Optional Expansion
Total  Cost (sl ide #11) $5.2 $13.1 $12.2 $15.6 $40.8 $283.9


Option # 3:  138% Optional Expansion Only (Excluding Mandatory Expansion)
Marginal  Cost (slide #12) ($27.3) ($57.9) ($59.4) ($46.8) ($8.9) ($290.4)


Option # 3:  138% Optional Expansion  (Including Mandatory Expansion)
Total  Cost ($22.0) ($44.8) ($47.1) ($31.2) $31.9 ($6.5)


*Six months  of SFY 2014
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Other Considerations


DSH Funding


CHIP Cost Offsets
Adverse Selection / Pent-up Demand
Point Estimate


PRELIMINARY DRAFT


Cumulative
Other impacts ‐ Hospitals: SFY 2014* SFY 2015 SFY 2016 SFY 2017 ……. SFY 2024 Total


Loss  of Federal  Funds
   Medicare DSH $0.0 $7.4 $8.2 $10.3 $11.6 $101.1
   Medicaid DSH $16.4 $16.4 $16.4 $16.4 $16.4 $180.4
Total  Loss  of FFs: $16.4 $23.8 $24.6 $26.7 $28.0 $281.5
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Other Considerations (continued)
Continued state/local costs after Optional (138% FPL) and/or 
Mandatory Expansion


Cumulative
SFY 2014* SFY 2015 SFY 2016 SFY 2017 ……. SFY 2024 Total


Continued State/Local Costs with Mandatory Expansion
CAT Program (State) $16.9 $34.3 $34.9 $36.6 $49.7 $429.4
Medical  Indigent (County) $12.5 $26.1 $27.1 $28.3 $36.4 $323.3
Medical  Ind (County Admin) $2.5 $4.6 $4.8 $5.0 $6.4 $57.5
Behavior Health (DHW) $3.7 $7.5 $7.5 $7.5 $7.5 $78.3
Public Health (DHW) $0.3 $0.6 $0.6 $0.6 $0.6 $6.5


Total  Local  and State Spend: $35.9 $73.1 $74.9 $78.0 $100.6 $895.1


Continued State/Local Costs with Mandatory and Optional (138% FPL) Expansion
CAT Program (State) $2.1 $4.3 $4.4 $4.6 $6.3 $54.0
Medical  Indigent (County) $1.6 $3.3 $3.4 $3.6 $4.6 $40.6
Medical  Ind (County Admin) $1.5 $0.6 $0.6 $0.6 $0.8 $8.4
Behavior Health (DHW) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Public Health (DHW) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0


Total  Local  and State Spend: $5.2 $8.2 $8.4 $8.8 $11.6 $103.0


PRELIMINARY DRAFT
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Caveats


Limitations
This analysis is intended for the use of State of Idaho in support of the Medicaid expansion program evaluation. Any user of the data must possess 
a certain level of expertise in actuarial science and health care modeling so as not to misinterpret the data presented. 


Milliman makes no representations or warranties regarding the contents of this presentation to third parties. Similarly, third parties are instructed 
that they are to place no reliance upon this analysis prepared for State of Idaho by Milliman that would result in the creation of any duty or liability 
under any theory of law by Milliman or its employees to third parties. Other parties receiving this report must rely upon their own experts in drawing 
conclusions about the individual insurance market rates, assumptions and trends. It is the responsibility of any insurance carrier to establish 
required revenue levels appropriate for their risk, management and contractual obligations for the prospective population. 


This analysis has relied extensively on data provided for the State of Idaho, including population surveys, and carrier data to compute the relative 
risk scores of the population. Errors in data reporting may flow through the analysis, and as such would impact the results. 


Actual results will vary from our projections for many reasons, including differences from assumptions regarding future enrollment within the Idaho 
Medicaid Program, the relative morbidity of the uninsured population, and the mix of various risk stratifications in the 2014 Individual Insurance 
Market, as well as other random and non-random factors. Experience should continue to be monitored on a regular basis, with modifications to 
reinsurance rates or to the program as necessary. 


Actuarial Statement of Qualification
Guidelines issued by the American Academy of Actuaries require actuaries to include their professional qualifications in all actuarial 
communications. We are members of the American Academy of Actuaries, and meet the qualification standards for performing this analysis.


This presentation includes preliminary draft findings.  A complete written report will be provided to the State of Idaho Department of Health and 
Welfare for further Medicaid expansion program evaluation.  








State Health Reform Assistance Network
Charting the Road to Coverage


States’ Medicaid ACA Checklist for 2014
Prepared by Alice M. Weiss, Abigail Arons, and Julien Nagarajan


Introduction 


Since the enactment of the Patient Protection and Affordable Care Act (ACA) in 2010, 
public attention has focused on whether states will sponsor a State-Based Exchange or 
expand Medicaid eligibility, while many important new Medicaid requirements have received 
far less discussion. With 2014 fast approaching, now is a critical time for state officials and 
those who support them to focus their vision on the specific requirements that states must 
implement to ensure their Medicaid programs are compliant with federal law by 2014. States 
will need to quickly understand and operationalize many of these requirements, which will 
likely mean enacting new laws, amending state Medicaid plans, updating policies and 
procedures, retraining workers and reorganizing systems.1 The purpose of this checklist is to 
highlight those ACA Medicaid requirements that will take effect in the next two years, nearly 
all of which apply to all states regardless of whether the state chooses to expand Medicaid 
eligibility.2 The checklist also highlights a few important optional (marked as “Optional”) 
provisions that states may want to consider as they plan for modernizing their Medicaid 
programs and complying with federal requirements. Finally, this checklist provides links to 
relevant resources that offer additional tools and analyses to support state implementation 
efforts, and is accompanied by a companion Resource List, which provides full citations to 
each resource noted in the individual resources sections below.


These new requirements are organized as a checklist because nearly everything mentioned 
here must be accomplished by 2014. The checklist is divided into five domains of work for 
states’ Medicaid programs: eligibility and enrollment; operations; financing; benefits; and 
consumer assistance.  Following a description of each requirement is a list of resources that 
can be useful to states working on the issue.3 All provisions discussed here are effective 
January 1, 2014 unless otherwise noted. Items are marked with an asterisk (*) if the 
requirement applies only to states that choose to expand Medicaid eligibility for adults at or 
below 133 percent FPL.


1. ElIgIbIlIty And EnrollMEnt:  


❏ Maintenance of Effort (MOE):4 States must maintain their Medicaid and Children’s 
Health Insurance Program (CHIP) eligibility standards, methodologies and procedures as 
they were in effect on March 23, 2010 for adult categories until January 1, 2014, or for 
children until September 30, 2019. States that have or anticipate a budget deficit may seek an 
exception from the MOE requirements for non-pregnant, non-disabled adults with incomes 
above 133 percent of the federal poverty level (FPL), but must revise their state Medicaid 
plan first.5 This requirement generally limits states from making major changes to eligibility 
and renewal rules in their Medicaid and CHIP programs before January 1, 2014.


Timeframe: States seeking an exception from the MOE requirements must first submit a 
state plan amendment and certification of budget shortfall to the Centers for Medicare 
and Medicaid Services (CMS).


Resources: CMS State Medicaid Director Letters (February 2011, August 2011)(N) 


The State Health Reform Assistance Network is a national program of the Robert Wood Johnson Foundation


ISSUE brIEF
April 2013


AboUt StAtE nEtWorK 
State Health Reform Assistance Network, 
a program of the Robert Wood Johnson 
Foundation, provides in-depth technical 
support to states to maximize coverage gains 
as they implement key provisions of the 
Affordable Care Act. The program is managed 
by the Woodrow Wilson School of Public and 
International Affairs at Princeton University. 
For more information, visit  
www.statenetwork.org. 


AboUt nASHP 
The National Academy for State Health Policy 
(NASHP) is an independent academy of state 
health policymakers dedicated to helping 
states achieve excellence in health policy 
and practice. A non-profit and nonpartisan 
organization, NASHP provides a forum for 
constructive work across branches and 
agencies of state government on critical 
health issues. NASHP funders include both 
public and private organizations that contract 
for its services. For more information, visit 
www.nashp.org.


AboUt tHE robErt Wood JoHnSon 
FoUndAtIon
The Robert Wood Johnson Foundation 
focuses on the pressing health and health 
care issues facing our country. As the nation’s 
largest philanthropy devoted exclusively to 
health and health care, the Foundation works 
with a diverse group of organizations and 
individuals to identify solutions and achieve 
comprehensive, measureable and timely 
change. For 40 years the Foundation has 
brought experience, commitment, and a 
rigorous, balanced approach to the problems 
that affect the health and health care of 
those it serves. When it comes to helping 
Americans lead healthier lives and get the 
care they need, the Foundation expects to 
make a difference in your lifetime. For more 
information, visit www.rwjf.org. Follow the 
Foundation on Twitter www.rwjf.org/twitter or 
Facebook www.rwjf.org/facebook.


For more information, please contact Alice 
Weiss at aweiss@nashp.org or 202.903.0101.



http://downloads.cms.gov/cmsgov/archived-downloads/SMDL/downloads/SMD11001.pdf

http://downloads.cms.gov/cmsgov/archived-downloads/SMDL/downloads/SMD11-009.pdf
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❏ Mandatory Coverage Expansions:  The ACA includes expansions of federal Medicaid eligibility criteria for the following populations:


■  Children:6 States that do not already provide Medicaid coverage to all children under 133 percent FPL are required to expand Medicaid 
coverage to children with family incomes up to 133 percent FPL and to maintain eligibility for newborns (children up to age one) at 185 
percent FPL. States with Medicaid eligibility levels for children aged six to 18 years old (or up to age 21 in states that opted to expand 
child coverage) at 100 percent FPL today will need to transition children from CHIP to Medicaid coverage.7 


■  Children Aging Out of Foster Care:8 Beginning in 2014, states must expand eligibility for full Medicaid coverage to former foster care 
children who were enrolled in foster care and Medicaid when they turned 18 or aged out of foster care (up to age 21 in most states) and 
are not yet 26 years old. CMS is proposing that states enroll adults who are eligible for both the new foster care category and the new 
adult expansion into the foster care category and to treat as a non-modified adjusted gross income (MAGI) group since eligibility is not 
based on income.9   


■  Non-elderly Adults*:10 States are required to expand Medicaid eligibility to all non-elderly, non-pregnant adults with incomes at or below 
133 percent FPL who are ineligible for Medicare or Medicaid.  Due to the Supreme Court’s ruling in NFIB v. Sebelius, states are exempt 
from the penalty provided in the ACA for noncompliance.  As a result, experts now consider this mandatory expansion for adults to be 
voluntary for states. 


Timeframe: States seeking to expand Medicaid eligibility for adults must submit a state plan amendment before the third quarter of 2013 to 
be effective by January 1, 2014.


Resources: CMS Section-by-Section Summary of January 2013 NPRM (Q); State Network (SN) Medicaid Eligibility Transition Toolkit (GG); 
SN Eligibility Regulation Overview (JJ); SN Medicaid Expansion: Framing and Planning a Financial Impact Analysis (II)


❏ Streamlined, Automated Enrollment Process:11 States must use a single application form that an individual can submit to apply for all insurance 
affordability programs (IAPs), which includes Medicaid, CHIP, basic health program (if one is offered) and subsidized qualified health plans 
(QHPs) offered through an Exchange.12 States and Exchanges must be able to receive this application online, by mail, by phone, or in person, 
through any IAP agency. States are barred from requiring in-person interviews for applicants whose eligibility is being determined on the basis of 
MAGI standards at application or renewal. States may request only information needed to determine eligibility or for a purpose connected to 
administering the Medicaid program. Non-applicants cannot be compelled to provide their Social Security numbers and states are barred from 
using non-applicant Social Security numbers beyond facilitating enrollment in IAPs. 


Resources: CMS Section-by-Section Summary of Eligibility Changes (W); SN Eligibility Regulation Overview (JJ); CMS Guidance on 
Single Streamlined Application Requirements (Y)


❏ New Income Eligibility Rules: All states will have to adopt new income counting rules:


■  Income Counting Rules for MAGI-Based Groups:13 States will need to use a new MAGI-based income methodology to determine 
eligibility for most non-elderly, non-disabled individuals applying for Medicaid. Under this new methodology, states will need to 
determine an applicant’s projected annual income, by using tax and other data sources to verify current income, or annual budgets to 
determine projected annual income, and determine household income based on tax filing unit. Asset tests, income disregards and credits 
will no longer be allowed for the MAGI population, so states that currently use these for the MAGI-eligible Medicaid groups will need 
to eliminate them. States that rely on express lane agency income findings to determine Medicaid eligibility may continue to determine 
eligibility using express lane methods. States must maintain eligibility (through March 31, 2014 or the date of the individual’s scheduled 
eligibility renewal, whichever is later) for individuals enrolled in Medicaid as of January 1, 2014 who would otherwise become ineligible 
due to the application of the MAGI methodology. CMS plans to release additional guidance in 2013 on the application of MAGI.


■  Conversion of Existing Eligibility Groups to MAGI:14 States will need to convert existing eligibility levels for non-elderly, non-disabled 
eligibility groups (including children, parents and caretaker relatives, pregnant women and other adults) to new MAGI-based levels 
using a CMS-approved formula that accounts for prior eligibility levels and income disregards, credits, and exclusions. The CMS 
methodology gives states the option of using a standard methodology, applying either national Survey of Income and Program 
Participation (SIPP) or state data, or an alternative state methodology to determine converted income standards for each population 
group. States will also have to collapse their existing MAGI eligibility groups into four simplified groups: children; parents and caretaker 
relatives; pregnant women; and other adults.15  


■  Five Percent Disregard of Income:16 CMS is proposing to clarify that the standard five percent disregard of income established for 
MAGI-based eligibility groups will only apply for the highest income threshold for the MAGI-based eligibility group for which an 
individual might be eligible. This means that states do not have to add the five percent disregard to all of their MAGI-converted 
eligibility levels or use it in determining eligibility in every case, but only apply it in cases where applying a five percent disregard will 
make the applicant or beneficiary eligible under a MAGI-based eligibility group.17 


■  Transitional Medical Assistance (TMA):18 CMS is proposing to revise the TMA income eligibility criteria for the statutory four-month 
extension of eligibility, which allows parents, pregnant women or children to extend their Medicaid eligibility by four months in cases 



http://www.medicaid.gov/AffordableCareAct/Provisions/Downloads/Section-by-Section-Summary-%E2%80%93-Exchange-Medicaid-CHIP-Eligibility-Notices-and-Appeals-and-Alternative-Benefit-Plans-Proposed-Rule.pdf

http://www.statenetwork.org/resource/2014-medicaid-eligibility-transition-toolkit-for-states/

http://www.statenetwork.org/resource/overview-of-final-medicaid-eligibility-regulation/

http://www.statenetwork.org/resource/medicaid-expansion-framing-and-planning-a-financial-impact-analysis/

http://www.medicaid.gov/AffordableCareAct/Provisions/Downloads/Medicaid-Eligibility-and-Enrollment-Final-Rule-Section-by-Section-Summary.pdf

http://www.statenetwork.org/resource/overview-of-final-medicaid-eligibility-regulation/

http://www.cms.gov/Regulations-and-Guidance/Legislation/PaperworkReductionActof1995/PRA-Listing-Items/CMS-10440.html

http://www.cms.gov/Regulations-and-Guidance/Legislation/PaperworkReductionActof1995/PRA-Listing-Items/CMS-10440.html
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where an increase in earnings would make the individual or family ineligible, to ensure this TMA criteria is consistent with MAGI 
income methodology. CMS is also proposing to eliminate the language providing TMA in cases where an individual becomes ineligible 
due to an increase in child support payments because such payments will not be considered income under MAGI methodology.  


■  American Indians and Alaskan Natives:19 States are barred from counting certain types of income earned by American Indians and 
Alaskan Natives (AI/AN) as part of their income eligibility determination.20   


■  Spousal Impoverishment Protections:21 For a five-year period beginning on January 1, 2014, states are required to provide the same 
spousal impoverishment protections for spouses of Medicaid beneficiaries living in the community receiving care through home- and 
community-based services (HCBS) as they now provide for spouses of Medicaid beneficiaries in nursing homes.


Timeframe: States must submit a final MAGI conversion plan to CMS by April 30, 2013.


Resources: CMS Section-by-Section Summary of January 2013 NPRM (Q); SN Implications of Health Reform for AI/AN (FF); SN 
Eligibility Regulation Overview (JJ) 


❏ Verification:22 States are subject to specific new requirements governing verification of eligibility criteria, including:


■  Data-Driven, Coordinated Process:23 Eligibility will be verified through a data-driven process that is coordinated with other IAPs to 
ensure that the process serves the best interests of applicants and beneficiaries.


■  Electronic Verification as Primary:24 When verification of financial information is needed, states will access data through electronic 
sources, including through the federal data services hub and additional sources determined “useful” by the state.  


■  Reasonable Compatibility Standard:25 States must determine eligibility and may not request additional information or documentation in 
cases where the information attested and the electronic verification of income are reasonably compatible. In cases where the attestation 
and electronic information are either above or below the eligibility level, the states must determine eligibility based on the information 
provided. States must also develop a “reasonable compatibility” standard for income verifications that indicates the amount of difference 
between the attested income and the verified income the state will allow and the process for seeking additional information and 
documentation.


■  Self-Attestation:26 States must allow self-attestation of pregnancy (except in cases where Medicaid claims information refutes pregnancy) 
and may allow self-attestation of household size, residency, and other non-financial eligibility criteria except for citizenship and 
immigration status.


■  Reasonable Opportunity Period:27 CMS is proposing to require states to provide a “reasonable opportunity period” of 90 days for 
Medicaid and CHIP applicants whose verification of citizenship and immigration status is pending. Under this requirement, applicants 
who meet all other verification criteria must be given benefits during this 90-day period while their status is determined, whether 
verification is done through the data services hub, the Social Security Administration, or other electronic data source. States have the 
option to extend the period beyond 90 days if the applicant is making a “good faith effort” to provide information.


■  Verification Plan:28 States are required to submit a verification plan to CMS that reports on state plans for data sources and processes for 
verification of eligibility, including the reasonable compatibility standard for income. 


Timeframe: States have been asked to submit their draft verification plans to CMS in the first quarter of 2013.


Resources: CMS Section-by-Section Summary of Eligibility Changes (W); SN Reasonable Compatibility Straw Model (AA); SN Eligibility 
Regulation Overview (JJ); SN Federal Requirements and State Flexibilities for Verifying Eligibility Criteria (Z)


❏ Residency: States will need to implement new federal standards for determining state residency for purposes of Medicaid eligibility. This 
includes a general rule that residency is established for an adult in the state where she is living and intends to reside (including without a fixed 
address) or where she has entered the state with a job commitment or seeking employment (whether or not currently employed).29 These 
standards also include special rules for adults without capacity to state intent, children (living with family, wards of state and institutionalized), 
pregnant women, and institutionalized individuals.30 To verify residency, states can allow self-attestation or follow the new verification procedures 
outlined in the final Medicaid eligibility rule.31 States are barred from using immigration information as evidence of non-residency.32 When states 
cannot agree on an individual’s residence, the state where the individual is physically located is the state of residence.33


Resource: SN Eligibility Regulation Overview (JJ)


❏ Medical Support and Payments:34 Under current law, parents seeking Medicaid coverage must cooperate with states to establish paternity and 
obtain medical support and payments, unless the requirements are waived for good cause. CMS proposes amending current requirements to 
allow post-enrollment enforcement of the cooperation agreement in order to achieve greater alignment of the eligibility process among IAPs. 
Under this new paradigm, parents seeking coverage would have to attest on their application to future cooperation and states must enroll eligible 
individuals without waiting for evidence of cooperation. If an individual does not cooperate, the Medicaid agency must take steps to terminate 
eligibility. CMS is also proposing to exempt pregnant women from the cooperation requirements.35 



http://www.medicaid.gov/AffordableCareAct/Provisions/Downloads/Section-by-Section-Summary-%E2%80%93-Exchange-Medicaid-CHIP-Eligibility-Notices-and-Appeals-and-Alternative-Benefit-Plans-Proposed-Rule.pdf

http://www.statenetwork.org/resource/implications-of-health-reform-for-american-indian-and-alaska-native-populations/

http://www.statenetwork.org/resource/overview-of-final-medicaid-eligibility-regulation/

http://www.statenetwork.org/resource/overview-of-final-medicaid-eligibility-regulation/

http://www.medicaid.gov/AffordableCareAct/Provisions/Downloads/Medicaid-Eligibility-and-Enrollment-Final-Rule-Section-by-Section-Summary.pdf

http://www.statenetwork.org/resource/reasonable-compatibility-straw-models/

http://www.statenetwork.org/resource/overview-of-final-medicaid-eligibility-regulation/

http://www.statenetwork.org/resource/overview-of-final-medicaid-eligibility-regulation/
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Resources: CMS Section-By-Section Summary of January 2013 NPRM (Q); Health Reform GPS Summary Of Medicaid and Exchange 
Eligibility NPRM January 2013 (DDD)


❏ Coordination with Exchanges:36  State Medicaid and CHIP programs will have to coordinate with insurance Exchanges, whether State-Based or 
Federally Facilitated, on a number of key eligibility and enrollment functions, including:


■  Eligibility Criteria:37 State Medicaid agencies must certify the eligibility criteria applied in determining Medicaid eligibility used by the 
Exchange and other IAPs. 


■  Agreements with Exchanges/other IAP Agencies:38 State Medicaid agencies must enter into agreements with Exchanges and other IAP 
agencies that clearly delineate responsibilities of each program to minimize burden on individuals, ensure compliance with federal 
requirements for coordination, and ensure compliance with timeliness standards for eligibility decisions. For states where a Federally 
Facilitated Exchange will be operating, the state must choose whether the federal Exchange will either assess or determine Medicaid 
eligibility.


■  Alignment with Exchange for Initial Open Enrollment Period:39 CMS is proposing that from October 1, 2013 to January 1, 2014, state 
Medicaid and CHIP agencies fulfill general coordination responsibilities with Exchanges, including accepting and transferring the single 
streamlined application and electronic accounts of individuals applying for coverage through Exchanges. States have the option to either 
accept the single streamlined application or to inform the individual on how to submit a separate application if needed to determine 
Medicaid eligibility before 2014.


■  Providing Medicaid for Individuals Determined Eligible by Exchange:40 In cases where the Medicaid agency has entered into an agreement 
where the Exchange or another IAP makes final eligibility decisions for Medicaid, the agency must meet certain requirements to ensure 
the seamlessness of the eligibility determination process and delivery of Medicaid benefits without procedural hurdles. Medicaid must 
establish procedures to receive secure transmissions of electronic accounts of the determinations, comply with all eligibility requirements 
that apply to Medicaid agencies generally including timeliness standards, and maintain oversight of the Medicaid program, including the 
quality of determinations, as required under the “single state agency” provisions, discussed in the Operations section below.


■  Transfer of Applications from other IAPs to Medicaid:41 In cases where individuals are assessed for potential Medicaid eligibility but are 
not determined eligible, Medicaid agencies must: (1) accept a secure transmission of the electronic account; (2) not request information 
or documentation already provided to the IAP and received in the transmission; (3) promptly determine Medicaid eligibility in 
accordance with timeliness standards; (4) accept any findings of fact relating to eligibility without further verification as long as the 
findings are consistent with policies and procedures applied or approved by the Medicaid agency; (5) notify the IAP of receipt of the 
account; and (6) notify the IAP of the final determination of eligibility for individuals who enroll in another coverage program pending 
outcome of the Medicaid determination.


■  Evaluating Eligibility for Other IAPs:42 Medicaid agencies must determine potential eligibility for individuals ineligible for Medicaid and, 
if appropriate, transfer the electronic account via secure electronic interface to another IAP for determination. For individuals ineligible 
for MAGI-based groups but for whom an eligibility determination based on non-MAGI standards is pending, the agency must promptly 
determine eligibility and provide notice to other IAPs of status and final decision, and may allow the Exchange to determine eligibility 
for premium tax credits and cost-sharing reductions,  and enroll in a QHP pending the final Medicaid decision.


■  Notices and Appeals: CMS has proposed new requirements for combined notices across Medicaid and the Exchange where feasible, and 
coordinated notices in other cases and for coordinated appeals, including delegation of authority to conduct Medicaid hearings. For 
more detail, see the sections below on Notices and Appeals.


Timeframe: Agreements need to be in place by October 2013 when the Exchange starts making eligibility determinations.


Resources: CMS FAQs on Program Coordination (K); SN Eligibility Regulation Overview (JJ); SN ACA Implementation Milestones (KK)


❏ Timeliness Standards:43 States must determine Medicaid eligibility “promptly and without undue delay,” making decisions within 45 days for 
non-disabled or 90 days for disabled applicants. While additional guidance is expected from CMS, states are directed to include in Medicaid state 
plans both timeliness and performance standards that take into account, among other things, new efficiencies gained by electronic data matching 
systems, which should make “real time” eligibility determinations possible “in most cases.” States must develop systems and monitoring capacity 
to allow them to implement and track performance on timeliness of eligibility determinations, strive for real time eligibility decisions to the 
greatest extent possible, and document the state’s performance in meeting the 45 day outer limit for most eligibility decisions.


Resource: SN Eligibility Regulation Overview (JJ)


❏ Renewal:44 States must rely on already available information to support a streamlined renewal process that, to the greatest extent possible, does 
not burden enrollees. Agencies must ask only for information that is necessary for renewal. Where electronic information does not support a 
renewal, states must provide a streamlined, pre-populated form to the individual asking for needed information, but cannot require individuals to 
sign and return the notice if there is no change. States must be able to accept renewal information and allow enrollees to report changes online, by 



http://www.medicaid.gov/AffordableCareAct/Provisions/Downloads/Section-by-Section-Summary-%E2%80%93-Exchange-Medicaid-CHIP-Eligibility-Notices-and-Appeals-and-Alternative-Benefit-Plans-Proposed-Rule.pdf

http://www.healthreformgps.org/wp-content/uploads/Sara-Medicaid-and-Exchange-Eligibility-and-Enrollment-II-pdf.pdf

http://www.healthreformgps.org/wp-content/uploads/Sara-Medicaid-and-Exchange-Eligibility-and-Enrollment-II-pdf.pdf

http://www.medicaid.gov/State-Resource-Center/Frequently-Asked-Questions/Downloads/Eligibility-and-Enrollment-Systems-FAQs.pdf

http://www.statenetwork.org/resource/overview-of-final-medicaid-eligibility-regulation/

http://www.statenetwork.org/resource/state-milestones-for-aca-implementation/

http://www.statenetwork.org/resource/overview-of-final-medicaid-eligibility-regulation/
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phone, in person, and by mail. States may only renew eligibility once every 12 months for MAGI eligibility groups, unless information about a 
change in the beneficiary’s circumstances requires earlier review. States must provide individuals at least 30 days to provide information requested 
for a renewal and individuals who fail to renew must be given a grace period of at least 90 days in which to submit needed information to 
re-enroll without having to re-apply. 


Resource: SN Eligibility Regulation Overview (JJ)


❏ Presumptive Eligibility:45 States are required to make changes to existing presumptive eligibility (PE) programs, are given the option to expand 
PE to new populations, and must allow “qualified” hospitals to make PE decisions:


■  Changes to Existing PE Programs:46 CMS is proposing to clarify that states can be reimbursed for either claims or administrative costs 
incurred for individuals enrolled through PE methods. For child populations, CMS also proposes to update the existing income 
eligibility standards to align with MAGI methodologies, to clarify that PE entities cannot delegate their authority to make PE decisions 
and to require states to implement oversight to ensure the integrity of PE decisions. CMS also proposes to give states the option to 
require PE entities to attest to the citizenship and immigration status of applicants. For pregnant women, CMS is proposing to limit 
states to one PE period per pregnancy. CMS also proposes to add Indian Health Service, tribal and Urban Indian Organization entities 
to the list of “qualified entities” who can make a PE determination.


■  Option to Expand PE to Non-Elderly Populations:47 States have the option under the ACA to expand PE to new non-elderly Medicaid-
eligible populations, including: parents and other caretaker relatives; the new adult group; former foster care children; individuals eligible 
for family planning services; optional individuals needing treatment for breast or cervical cancer; and, optional individuals above 133 
percent FPL.


■  Hospital-Based PE:48 States are required under the ACA to allow “qualified hospitals” that elect to make PE determinations to 
determine eligibility and temporarily enroll Medicaid-eligible individuals for a PE period. “Qualified hospitals” are hospitals that 
participate as a Medicaid provider, notify the agency of their election to participate, agree to make determinations consistent with 
policies and procedures, and have not been disqualified by the state agency from participation. States also have the option to require 
hospitals to assist individuals in completing and submitting the full application and understanding documentation requirements. This 
requirement applies to all states, even states that do not now offer PE. States also can opt to create other limits on hospital participation, 
including: (1) limiting hospitals’ use of PE to only those populations that are eligible for PE or allowing hospitals to determine eligibility 
for all Medicaid-eligible individuals under the state plan or waiver; (2) establishing standards to monitor hospital performance in 
enrolling those who are determined presumptively eligible; (3) disqualifying hospitals whose performance does not meet state standards; 
and (4) imposing other requirements. 


Resources: CMS Section-by-Section Summary of January 2013 NPRM (Q); SN Medicaid Eligibility Transition Toolkit (GG)


❏ Notices:49 CMS has proposed new requirements to make notices more understandable, accessible, and easier to navigate for consumers. The 
proposed notice requirements are in some cases very different from existing Medicaid practices.


■  Combined Notices: CMS is proposing that state Medicaid agencies provide individuals with a single notice for a determination or denial 
of eligibility for all IAPs and enrollment in a QHP through the Exchange “to the maximum extent feasible,” rather than separate notices 
from Medicaid and/or CHIP agencies. For most applications where eligibility is based on MAGI, a combined notice will be issued by the 
last agency to determine eligibility. 


■  Coordination: Before combined notices are implemented, and in cases where combined notices are not feasible, CMS is proposing that 
state and federal agencies coordinate on the content of separate notices issued, including information regarding the transfer of the 
individual’s account to another IAP for determination.


■  Content: Notices of Medicaid eligibility will have to include “clear and specific content” for both eligibility determinations and adverse 
actions that enable the applicant to understand the rationale for the decision. CMS, in consultation with states, consumer groups, and 
plain language experts, is developing model notice language that will be released in 2013.


■  Accessibility: Notices must be written in plain language and be accessible to limited English proficient (LEP) and disabled populations.  


■  Electronic Notices: CMS is proposing that states provide notices electronically and that all individuals be given the option to select 
electronic notification.


Timeframe: Combined notices with the Exchange will not be required until January 1, 2015. Coordinated notices with the Exchange will be 
required starting January 1, 2014.


Resources: CMS Section-by-Section Summary of January 2013 NPRM (Q); SN Appeals Notices and Other E-Communications (EE) 



http://www.statenetwork.org/resource/overview-of-final-medicaid-eligibility-regulation/

http://www.medicaid.gov/AffordableCareAct/Provisions/Downloads/Section-by-Section-Summary-%E2%80%93-Exchange-Medicaid-CHIP-Eligibility-Notices-and-Appeals-and-Alternative-Benefit-Plans-Proposed-Rule.pdf

http://www.statenetwork.org/resource/2014-medicaid-eligibility-transition-toolkit-for-states/

http://www.medicaid.gov/AffordableCareAct/Provisions/Downloads/Section-by-Section-Summary-%E2%80%93-Exchange-Medicaid-CHIP-Eligibility-Notices-and-Appeals-and-Alternative-Benefit-Plans-Proposed-Rule.pdf

http://www.statenetwork.org/wp-content/uploads/2012/11/State-Network-Consumer-Assistance-SGC-Notices-and-Appeals.pdf
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❏ Appeals:50 CMS is proposing new, and in some cases significantly different, requirements and options to promote coordination between the fair 
hearing process required under Medicaid and the right to appeals of eligibility determinations for other IAPs:  


■  Methods to File Appeals: CMS is proposing that Medicaid agencies allow individuals to file an appeal by telephone, by mail, in person, 
and through other commonly available electronic means, including email and possibly fax or other electronic systems. States can opt to 
allow filing of appeals through a website. 


■  Additional Requirements for Medicaid Fair Hearings: In cases where the Medicaid agency is conducting the Medicaid fair hearing, CMS 
proposes to clarify that Medicaid may not request information or documentation that has already been provided in the electronic 
account or to the IAP entity. Medicaid also must accept any finding of fact relating to eligibility made by another IAP appeals entity if it 
was made in accordance with policies applied or approved by Medicaid. In conducting fair hearings, Medicaid agencies must assess 
individuals for potential eligibility for other IAPs for individuals determined ineligible for Medicaid at initial application or renewal. 
Information about the hearing must be accessible to individuals with limited English proficiency or disabilities.


■  Expedited Appeals: CMS proposes that state Medicaid agencies provide an expedited appeal for an individual with an urgent health 
need, as is now required for Medicaid managed care organizations.


■  Appeal of QHP Enrollment and PTC/CSR Automatically Triggers Medicaid Appeal: CMS is proposing to require Medicaid agencies to 
treat any appeal of QHP enrollment and premium tax credit and cost-sharing reduction (PTC/CSR) amounts as automatically triggering 
a Medicaid fair hearing. CMS is considering a later effective date of January 1, 2015, to allow states more time to operationalize the new 
policy if implemented.


■  Secure Electronic Interfaces: To ensure coordination between appeals entities, CMS directs Medicaid agencies to establish a secure 
electronic interface through which an Exchange appeals entity can notify the Medicaid agency regarding appeals filed and transmit or 
receive an individual’s electronic account. This interface can be the same one used by the Medicaid agency and Exchange for electronic 
transfers.


■  Applicability to CHIP: CMS is proposing conforming changes to CHIP to ensure the appeals process is consistent and coordinated with 
Medicaid and other IAPs. 


■  Option to Delegate Medicaid Fair Hearings (Optional): CMS is proposing to permit state Medicaid agencies to delegate authority to 
conduct a fair hearing of a MAGI-based Medicaid eligibility denial in cases where an individual is also appealing the amount of an 
advance payment of the PTC or cost-sharing reductions for enrollment in a QHP. Medicaid agencies must provide notice to the 
individual appealing the Medicaid decision and the right to have the fair hearing on the Medicaid denial conducted by the Medicaid 
agency instead. Delegation can only be made to an Exchange that is a governmental agency maintaining merit protections for its 
employees, including either a State-Based or Federal Exchange.51 Under this proposal, state Medicaid agencies that have delegated fair 
hearing authority will have to receive and accept an Exchange entity’s Medicaid eligibility decision. 


Timeframe: CMS is proposing to make the automatic Medicaid fair hearing trigger from any QHP enrollment and PTC/CSR appeal 
effective January 1, 2015.


Resources: CMS Section-by-Section Summary of January 2013 NPRM (Q); SN Appeals Notices and Other E-Communications (EE)


2. MEdICAId oPErAtIonS:


❏ Single State Agency:52 As discussed in the Eligibility and Enrollment section above, CMS is proposing to allow Medicaid agencies to delegate 
the authority to make eligibility determinations or conduct fair hearings to government agencies that maintain personnel standards on a merit 
basis. States must comply with safeguards and enter into agreements that will be available upon request to the public that clarify that the 
Medicaid agency retains responsibility to monitor the quality of decision making when eligibility determinations are delegated. All states will 
need to revise the single state agency provisions in their Medicaid state plans to specify whether Exchanges will be making eligibility 
determinations, and, if so, to describe how the Medicaid agency will continue to have final oversight of the accuracy of all eligibility 
determinations, including those made by other governmental entities. 


Resources: CMS Section-by-Section Summary of January 2013 NPRM (Q); SN Eligibility Regulation Overview (JJ); SN ACA 
Implementation Milestones (KK)


❏ Safeguarding Information:53 States will need to comply with strict safeguarding rules that will apply more broadly than they currently do, 
especially related to information coming through the federal data hub. Income information coming from the IRS or SSA must now be protected 
with the safeguards of that particular federal agency. Social Security numbers now must be safeguarded, along with any other information 
received for verifying income eligibility. In addition, states will now need to safeguard information about both non-applicants and applicants.


Resource: SN Eligibility Regulation Overview (JJ)



http://www.medicaid.gov/AffordableCareAct/Provisions/Downloads/Section-by-Section-Summary-%E2%80%93-Exchange-Medicaid-CHIP-Eligibility-Notices-and-Appeals-and-Alternative-Benefit-Plans-Proposed-Rule.pdf
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❏ Increase in Primary Care Reimbursement Rates:54 States will have to raise reimbursement rates for certain primary care providers and services 
in 2013 and 2014. The federal government will pay a 100 percent match on the difference between the state’s July 1, 2009 rates and Medicare rates 
(if the state has not cut rates). States will administer the higher payments to providers, and conduct some limited verification that providers are 
eligible. To administer payments, states will need to choose which Medicare rates to use, since Medicare rates are geographically adjusted within a 
state. In cases where fee-for-service reimbursement is not used, such as managed care and waivers, CMS will be working with states to ensure the 
rate increase reaches providers as the ACA intended. States will need to submit two methodologies to CMS to calculate the baseline and 
differential payments under managed care contracts, and will need to collect documentation from managed care organizations. Finally, states will 
need to collect data to support evaluation of whether the increase in reimbursement improved access to care. States must obtain a SPA to reflect 
all of the required changes.


Timeframe: Payment increases are effective from January 1, 2013, although states may submit a SPA until March 31, 2013 and administer 
payments retroactively.


Resource: Center for Health Care Strategies Primary Care Payment Redesign site (QQ)


❏ State Plan Amendment (SPA) Submissions and Public Notice:55 CMS is proposing to require states use a new automated format and template 
for submitting Medicaid SPAs. CMS is also proposing to require public notice two weeks before submission of proposed SPA changes for 
reductions in coverage or benefits or cost-sharing or alternative benefit plans (ABPs) changes. Advance notice will also be required before 
implementing any SPA increasing or maintaining currently provided benefits, reducing cost-sharing, or adding new benefits in the ABPs, but 
there is no guidance on the length of advance notice required in this circumstance.


Timeframe: CMS is proposing to allow states one year from the release of the automated template to comply with the automated 
submission requirement.


Resource: CMS Section-by-Section Summary of January 2013 NPRM (Q)


❏ Program Integrity:56 States already must be in compliance with numerous Medicaid program integrity provisions of the ACA that took effect 
during 2010 and 2011. However, as their programs expand and modernize, states will need to continue to build up these functions. Requirements 
already in effect include establishing a Recovery Audit Contractor program, implementing National Correct Coding Initiative methodologies, 
and suspending payments to individuals and entities during fraud investigations. 


Resource: CMS Compilation of Medicaid Program Integrity provisions (V)


3. MEdICAId FInAnCIng


❏ CHIP Match for Certain Medicaid-Eligible Children:57 As noted in the Eligibility and Enrollment section above, the Medicaid MAGI children’s 
category will cover children up to 133 percent FPL. In some states, children between the ages of six and 19 with family incomes between 100 and 
133 percent FPL who were previously eligible for CHIP will move to Medicaid. States can still claim the enhanced CHIP federal matching 
assistance percentage (FMAP) for these children, instead of the lower Medicaid FMAP. To claim the higher match, states will need to implement 
a methodology that tracks Medicaid-eligible children who previously would have been eligible for CHIP. 


Resources: CMS FAQ on BHP and Newly Eligible and Expansion State FMAP (E) SN Eligibility Regulation Overview (JJ); SN ACA 
Implementation Milestones (KK) 


❏ Enhanced Federal Funding for Information Technology (IT) Systems (Optional):58 Many of the new requirements for operations and eligibility 
mean state Medicaid IT systems will need to take on new functions and capacities, including interfacing with the federal data hub, transferring 
data and accounts electronically to CHIP and the Exchange, accepting online applications, and providing a secure consumer-facing account 
management system. In many states, IT systems are so outdated that these new functions cannot be added without building a new IT system or 
significantly updating an existing system. States can claim an enhanced federal match for developing their Medicaid IT systems. A 90 percent 
federal financial percentage (FFP) is available for design, development and implementation of IT systems, and 75 percent FFP is available for 
ongoing maintenance and operation. To claim the Medicaid match, states must: have an approved advance planning document (APD); comply 
with CMS’ seven conditions and standards; and appropriately allocate costs. Two tri-agency letters from the federal government allow states to 
use the 90 percent development match to make upgrades to systems that support human services programs other than Medicaid, as long as the 
addition does not delay implementation. Other Non-Medicaid programs need to pay for (or “cost-allocate”) only the additional cost of 
improvements specific to those programs. States also have to allocate costs to the Exchange if IT systems will support both programs.59  


Timeframe: The 90 percent FFP is available for services incurred through December 31, 2015; there is no time limit on the 75 percent FFP.


Resources: CMS FAQ on Medicaid Eligibility and Enrollment Systems (J); HHS and USDA Tri-agency Letter on Cost Allocation (M); 
CMS Guidance for IT systems (O); CMS Compilation of Medicaid IT Provisions (U); CMS Enhanced Funding Requirements: Seven 
Conditions and Standards (P); SN Financial Sustainability of Medicaid and Exchange Integrated Eligibility Systems (LL)


❏ Enhanced Federal Funding for Newly Eligible Adults*:60 If a state chooses to expand eligibility to adults at or below 133 percent FPL, the state 
will receive 100 percent FMAP for these individuals from 2014 to 2016. This enhanced FMAP will gradually decrease to 90 percent in 2020. The 
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state must implement a methodology to account for expenses to which the enhanced FMAP applies. This methodology must statistically separate 
out the expenses of “newly eligible” enrollees—those not eligible under previous categories—without maintaining the old eligibility system to 
check for previous eligibility. The state must select among several methodological options for claiming the 100 percent FMAP, to be released by 
CMS in future guidance.


Resources: SN ACA Implementation Milestones (KK); SHADAC and RAND FMAP Methodology Webinar (EEE)


4. MEdICAId bEnEFItS


❏ Alternative Benefit Plans:61 States will have to provide an “Alternative Benefit Plan” (ABP) benefit package to two types of groups: (1) the new adult 
group in states that choose to expand eligibility to adults at or below 133 percent FPL and (2) current optional or waiver adult groups that receive a 
benchmark or benchmark-equivalent benefit under Section 1937 of the Social Security Act. ABPs must be benchmarked to particular plans in the 
state and include the ten categories of essential health benefits (EHBs) required under the ACA, including mental health parity, prescription drug and 
family planning benefits which may not be covered by a state’s existing 1937 benefit packages. States can choose a different ABP for different groups, 
or the same plan for multiple groups. Further, the state does not need to use the same EHB benchmark as offered on the Exchange or in the general 
commercial insurance market. States will need to consider the pros and cons of having the same package for different categories and programs. States 
will need to update their Medicaid state plans to reflect the new benefit package(s). CMS is proposing several clarifications to states’ requirements for 
ABPs, such as guidelines for specific benefits (e.g. preventive benefits, habilitative services), the option to provide a targeted ABP to populations with 
specific needs, and rules on how states may define and make updates and modifications to ABPs. CMS is also proposing to update the definition of 
medically frail populations and to add former foster care children to the list of groups that will be exempt from required participation in ABPs.


Resources: CMS State Medicaid Director Letter (I); Working documents from Oregon (CCC) and Illinois (ZZ) 


❏ Prescription drug exclusions:62 In addition to other ACA prescription drug requirements that took effect in 2010, beginning in 2014 states will 
be barred from excluding three types of drugs from Medicaid coverage: tobacco cessation drugs; barbiturates; and benzodiazepines. 


❏ New Preventive Benefit Standards Coverage (Optional):63 States that choose to cover a list of preventive benefits (U.S. Preventive Services Task 
Force services rated A or B) with no cost-sharing will get a one percentage point increase in their FMAP for those services. Effective September 
2011, the ACA also requires states to provide coverage of comprehensive tobacco cessation services for pregnant women in Medicaid.


Timeframe: States can start receiving the one percentage point FMAP increase on January 1, 2013.


Resources: SMD Letter on Preventive Services (F) Kaiser Family Foundation Coverage of Preventive Services (WW) 


5. ConSUMEr ASSIStAnCE 


❏ Consumer Assistance Requirements:64 States will be required to provide consumer assistance to individuals as they apply for or renew 
Medicaid benefits. 


■  Multiple Options to Access Assistance: Consumers must be able to access assistance in person, by telephone, and online. This is the first 
time consumer assistance has been required in Medicaid. Many states already use telephone consumer assistance hotlines, and/or 
in-person application assisters or enrollment brokers to help consumers at various points in the Medicaid coverage process. However, 
most states will need to add online consumer assistance for the first time, and states may need to update existing programs so that they 
provide broad consumer assistance at all stages in the coverage process, comply with ACA accessibility requirements, and provide 
up-to-date information about IAPs. 


■  Application Counselors (Optional): As an option for in-person assistance, CMS is proposing that Medicaid programs may certify 
application counselors. Certified application counselors will be allowed to access beneficiaries’ personal information, if they meet the 
certification requirements CMS is proposing.  States should be aware that Exchanges are required have a certified application counselor 
program. If states choose to certify application counselors in Medicaid, they will need to provide counselors with specific tools and 
training to effectively assist consumers, such as a web portal that meets privacy and security standards. 


Timeframe: Must be functional by January 1, 2014, although states may want to implement sooner to coordinate with Exchange consumer 
assistance that begins on October 1, 2013.


Resources: SN Designing Consumer Assistance Programs: Resources from the Field (BB); SN Leveraging Current Programs in Navigator 
Development (DD); NASHP Consumer Assistance in the Digital Age (XX); Enroll America In-person Assistance (AAA) 


❏ Authorized Representatives:65 CMS is proposing to clarify a requirement that states must allow individuals to designate an authorized 
representative, either an individual or an organization, who acts on the individual’s behalf in communications with the Medicaid agency (e.g.,  
during application or renewal). CMS is proposing that states must accept a designation of authority at any time, through various specific means. 
For authorized representatives that are organizations, states must enact agreements that ensure the representatives are trained in conflict of 
interest, confidentiality, and meet other minimum requirements.


Resources: CMS Section-by-Section Summary of January 2013 NPRM (Q)



http://www.statenetwork.org/resource/state-milestones-for-aca-implementation/

http://www.shadac.org/FMAPMethodologyWebinar

http://www.medicaid.gov/Federal-Policy-Guidance/downloads/SMD-12-003.pdf

http://www.oregon.gov/oha/OHPB/meetings/2012/2012-1211-medicaid-essential-health-benefits-material.pdf

http://www2.illinois.gov/hfs/SiteCollectionDocuments/Introduction%20to%20Benchmark%20Medicaid%2010%2022%2012.pdf

http://medicaid.gov/Federal-Policy-Guidance/Downloads/SMD-13-002.pdf

http://www.kff.org/medicaid/8359.cfm

http://www.statenetwork.org/resource/designing-consumer-assistance-programs-resources-from-the-field/

http://www.statenetwork.org/resource/building-on-a-solid-foundation-leveraging-current-programs-and-infrastructure-in-navigator-program-development/

http://www.statenetwork.org/resource/building-on-a-solid-foundation-leveraging-current-programs-and-infrastructure-in-navigator-program-development/

http://www.nashp.org/sites/default/files/consumer.assistance.in_.the_.digitial.age_.pdf

http://files.www.enrollamerica.org/best-practices-institute/publications-and-resources/2012/In-Person_Enrollment_Assistance.pdf

http://www.medicaid.gov/AffordableCareAct/Provisions/Downloads/Section-by-Section-Summary-%E2%80%93-Exchange-Medicaid-CHIP-Eligibility-Notices-and-Appeals-and-Alternative-Benefit-Plans-Proposed-Rule.pdf
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❏ Consumer-Facing Website:66 States will need to provide a website that is accessible to consumers, provides information on IAPs, and allows 
consumers to apply for, enroll in, and renew their Medicaid benefits. The website can operate in conjunction with, link to, or be the Exchange 
website, as long as it provides the required functionalities for Medicaid. Certain information must be available to consumers on the website, such 
as eligibility levels, Medicaid benefits, and consumer rights and responsibilities. Although most states have already chosen to operate Medicaid 
websites, the application, enrollment, and renewal functions will be new to most, as will the robust standards for information to be available on 
the site.


Resources: Office of Disease Prevention and Health Promotion Online Health Literacy (X); NASHP Enrollment Superhighway (GGG)


❏ Accessibility Requirements:67 The information on the website and the assistance provided in person, by phone, and online will need to be 
accessible to consumers. This means states will have to provide language services to limited English proficient consumers, and aids and services to 
consumers with disabilities (at no cost to the consumer). The information and assistance will need to be in plain language and timely. States may 
also want to consider cultural competency as they develop accessible consumer assistance; although this is not a requirement for Medicaid, it is a 
requirement for Exchanges and health plans. Many states will need to update their materials and consumer assistance programs to meet these 
new accessibility guidelines. CMS is proposing additional details on accessibility requirements.


Resources: Center for Plain Language (RR); Enroll America Communicating with Plain Language (TT); Enroll America Translations (UU)


Conclusion


To modernize their Medicaid programs in the way the ACA envisions, states face many tasks across these critical Medicaid domains: eligibility 
and enrollment; operations; financing; benefits; and consumer assistance. This checklist is a comprehensive tool that states can use to prioritize 
tasks and identify remaining areas of work as they prepare for January 1, 2014 and beyond. The resources noted here and in the accompanying 
Resource List will help states as they undertake these tasks. States can leverage the excellent analyses, tools, and experience from federal agencies, 
outside experts, and states to make meaningful progress on reforming their Medicaid program towards ACA compliance by 2014. 
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1  For more details on the full list of Medicaid reforms tracked to state plan amendment requirements, please see Center for Health Care Strategies, 
Inc., Medicaid State Plan Amendment Requirements for the Affordable Care Act, (Princeton, NJ: State Health Reform Assistance Network, August 
2012) http://www.statenetwork.org/resource/medicaid-state-plan-amendment-requirements-of-the-affordable-care-act/ 


2  The proposed rule that CMS issued on January 22, 2013 affected many of these requirements, as detailed in the sections below. As this guidance is 
proposed and not final, states will need to continue to track developments in the coming months. In addition, the guidance included several provisions 
that do not directly stem from the ACA, but impose additional new requirements on Medicaid agencies that are not discussed here.


3  Each resource in this document includes a hyperlink for easy access. We have also named each resource with a letter code to ease identification in 
the accompanying Resource List. The companion Resource List lists the letter code along with the full citation for each resource. “SN” appearing next 
to the resource indicates that the resource was created by the State Health Reform Assistance Network.


4  Patient Protection and Affordable Care Act, P.L. 111-148, as amended by the Health Care and Education Reconciliation Act, P.L. 111-152, [hereinafter 
“ACA”] § 2001(b) 


5  For more details on the MOE provisions and guidance, see CMS State Medicaid Director Letters dated February 25, 2011 (SMDL 11-001) and August 
5, 2011 (SMDL 11-009). For an analysis of the impact of the Supreme Court’s opinion in NFIB v. Sebelius, see Kathleen S. Swendiman, Evelyne P. 
Baumrucker, Selected Issues Related to the Effect of NFIB v. Sebelius on the Medicaid Expansion Requirements in Section 2001 of the Affordable 
Care Act, CRS, July 16, 2012.


6  ACA § 2001(a)
7  As discussed in the Financing section below, states will be eligible for an enhanced federal matching rate for children previously covered under 
CHIP who are newly eligible for Medicaid. Centers for Medicare and Medicaid Services, Questions and Answers: Medicaid and the Affordable Care 
Act, (U.S. Department of Health and Human Services, February 6, 2013) http://medicaid.gov/State-Resource-Center/Frequently-Asked-Questions/
Downloads/ACA-FAQ-BHP.pdf


8  ACA § 2004(a); Centers for Medicare and Medicaid Services; Medicaid, Children’s Health Insurance Programs, and Exchanges: Essential Health 
Benefits in Alternative Benefit Plans, Eligibility Notices, Fair Hearing and Appeal Processes for Medicaid and Exchange Eligibility Appeals and Other 
Provisions Related to Eligibility and Enrollment for Exchanges, Medicaid and CHIP, and Medicaid Premiums and Cost Sharing; Proposed Rule, 
CMS–2334–P, Vol. 78 No. 14 (22 January 2013) pp. 4593 - 4724.  [Hereinafter, January 22, 2013 NPRM] http://www.gpo.gov/fdsys/pkg/FR-2013-01-
22/pdf/2013-00659.pdf; CFR § 435.150



http://www.health.gov/healthliteracyonline/

http://nashp.org/sites/default/files/bridging.state_.gaps_.pdf

http://centerforplainlanguage.org/

http://files.www.enrollamerica.org/best-practices-institute/publications-and-resources/2012/Communicating_with_Plain_Language.pdf

http://files.www.enrollamerica.org/best-practices-institute/publications-and-resources/2012/translations-that-hit-the-mark/Translations_that_Hit_the_Mark.pdf

http://downloads.cms.gov/cmsgov/archived-downloads/SMDL/downloads/SMD11001.pdf

http://downloads.cms.gov/cmsgov/archived-downloads/SMDL/downloads/SMD11-009.pdf

http://www.ncsl.org/documents/health/aca_medicaid_expansion_memo_1.pdf

http://www.ncsl.org/documents/health/aca_medicaid_expansion_memo_1.pdf

http://www.ncsl.org/documents/health/aca_medicaid_expansion_memo_1.pdf

http://medicaid.gov/State-Resource-Center/Frequently-Asked-Questions/Downloads/ACA-FAQ-BHP.pdf

http://medicaid.gov/State-Resource-Center/Frequently-Asked-Questions/Downloads/ACA-FAQ-BHP.pdf

http://www.gpo.gov/fdsys/pkg/FR-2013-01-22/pdf/2013-00659.pdf

http://www.gpo.gov/fdsys/pkg/FR-2013-01-22/pdf/2013-00659.pdf
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9  Under the January 22, 2013 NPRM, CMS clarified that states will still have the option to cover independent foster care adolescents as an optional eligibility 
group subject to different rules. CMS also clarified that individuals eligible or enrolled in a mandatory Medicaid eligibility group under section 1902(a)(10)
(A)(i)(I) through (VII) do not have to be enrolled in the mandatory foster care group, but that mandatory foster care group eligibility makes an individual 
ineligible for the optional new adult group under 1902(a)(1)(A)(i)(VIII).  CMS is considering only requiring states to provide this mandatory coverage for 
individuals who received foster care in the state in which they are applying for Medicaid and allowing states the option of covering out-of-state foster care 
youths, but is seeking comment on this point. January 22, 2013 NPRM, Pages 40-42 of Preamble


10  ACA § 2001(a)
11  42 CFR § 435.907
12  Note that this application must either follow the federal model application or be approved by the Secretary as an alternative state application.
13  ACA § 2002(a); 42 CFR §§ 435.119, 435.603; The exemption from MAGI eligibility determination for eligibility groups determined eligible based on income 


determinations from an Express Lane Eligibility agency can be found at 42 CFR 435.603(j)(1).
14  ACA § 2002(a); Centers for Medicare and Medicaid Services, State Health Official Letter, Conversion of Net Income Standards to MAGI Equivalent 


Income Standards (U.S. Department of Health and Human Services, December 28, 2012) http://www.medicaid.gov/Federal-Policy-Guidance/downloads/
SHO12003.pdf 


15  Children whose eligibility changes from Medicaid to CHIP due to the application of the MAGI income eligibility methodology will need to be placed in a 
separate CHIP program by states for the first year.  Center for Medicaid and CHIP Services, Medicaid and CHIP Affordable Care Act Implementation, 
Answers to Frequently Asked Questions, Coordination Across Insurance Affordability Programs (U.S. Department of Health and Human Services, May 22, 
2012) http://www.medicaid.gov/State-Resource-Center/Frequently-Asked-Questions/Downloads/Coordination-FAQs.pdf


16  42 CFR § 435.603(d)(4)
17  For additional discussion of the rationale for this proposal, see January 22, 2013 NPRM, Preamble
18  42 CFR §§ 435.112, 435.115
19  42 CFR § 435.603(e)(3)
20  These sources include: financial assistance to students through the Bureau of Indian Affairs education programs; income from Alaska Native corporations 


and settlement trusts; earnings from property under the Secretary of Interior’s supervision, on or near reservations or sites formerly housing reservations; 
and payments from ownership interests and usage rights that support a traditional or subsistence lifestyle. 42 CFR § 435.603(e)(3)


21  ACA § 2404; for more information, see National Association of State Units On Aging, Long-Term Care in Brief: Explaining the HCBS Spousal 
Impoverishment Protections (Washington, DC: National Association of State Units on Aging, March 11, 2011) http://www.nasuad.org/documentation/aca/
NASUAD_materials/ltcb_protectionforHCBSrecipients.pdf  


22  42 CFR §§ 435.948, 435.949, 435.952
23  42 CFR §§ 435.940, 435.945
24  42 CFR § 435.948
25  42 CFR § 435.952
26  42 CFR § 435.956
27  42 CFR § 435.956
28  42 CFR § 435.945(j)
29  42 CFR § 435.403(h). This differs from the prior standard that the individual reside “permanently or for an indefinite period.” Manatt Health Solutions, 


Overview of Final Medicaid Eligibility Regulation, (Princeton, NJ: State Health Reform Assistance Network, April 2012) http://www.statenetwork.org/
resource/overview-of-final-medicaid-eligibility-regulation 


30  42 CFR § 435.403(i); 42 CFR § 457.320
31  42 CFR § 435.956(c).  Note that reasonable verification procedures can be found at 42 CFR § 435.952
32  42 CFR § 435.956(c)(2)
33  42 CFR § 435.403(m)
34  42 CFR §§ 433.148, 433.610
35  42 CFR § 435.145(a)
36  ACA § 2201; 42 CFR §§ 431.10, 431.11, 435.1200
37  42 CFR § 435.1200(b)(2)
38  42 CFR § 435.1200(b)(3)
39  42 CFR §435.1205
40  42 CFR § 435.1200(c)
41  42 CFR § 435.1200(d) 
42  42 CFR § 435.1200(e)
43  42 CFR § 435.912. Note that the new timeliness standards were proposed as interim final in the Final Medicaid Eligibility Rule.
44  42 CFR § 435.916
45  ACA §§ 2001(a)(4)(B), 20012202(a)(4); 42 CFR § § 435.1001, 435.1002, 435.1100, 435.1101, 435.1102, 435.1103, and 435.11110.  
46  42 CFR §§ 435.1001, 435.1100, 435.1002, 435.1101, 435.1102, 435.1103



http://www.medicaid.gov/Federal-Policy-Guidance/downloads/SHO12003.pdf

http://www.medicaid.gov/Federal-Policy-Guidance/downloads/SHO12003.pdf

http://www.nasuad.org/documentation/aca/NASUAD_materials/ltcb_protectionforHCBSrecipients.pdf

http://www.nasuad.org/documentation/aca/NASUAD_materials/ltcb_protectionforHCBSrecipients.pdf

http://www.statenetwork.org/resource/overview-of-final-medicaid-eligibility-regulation

http://www.statenetwork.org/resource/overview-of-final-medicaid-eligibility-regulation
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47  42 CFR §§ 435.1100, 435.1103
48  42 CFR § 1110
49  ACA § 1413 requires states to streamline procedures for enrollment through Exchange, state Medicaid, CHIP and health subsidy programs.
50  January 22, 2013 NPRM http://www.gpo.gov/fdsys/pkg/FR-2013-01-22/pdf/2013-00659.pdf
51  States cannot delegate to sister agencies but can seek a waiver under the Intergovernmental Cooperation Act of 1968 by submitting a State Plan 


Amendment (SPA). January 22, 2013 NPRM, Preamble, p. 17.
52  42 CFR §§ 431.10, 431.11, 435.1200
53  42 CFR §§ 431.300 through 305. Note that these provisions were proposed as interim final in the Final Medicaid Eligibility Rule.
54  ACA (HCERA) §1202; 42 CFR §§ 438, 441, 447 (Final Rule on Primary Care Payments)
55  42 CFR §§ 430.12, 440.386
56  ACA § 6411; ACA § 6507; ACA § 6402(h)(2)
57  ACA § 2101; Centers for Medicare & Medicaid Services (CMS), HHS,  “Preamble”, Final rule; Interim Final Rule, Medicaid Program; Eligibility Changes 


under the Affordable Care Act, 77 F.R. 17144 (March 23, 2012) [Hereinafter “Medicaid Eligibility Final Rule Preamble”].
58  Medicaid Program; Federal Funding for Medicaid Eligibility Determination and Enrollment Activities; Final Rule, CMS-2346-F, Vol. 76 No. 75 (19 April 


2011) pp. 21949 – 21975. http://www.gpo.gov/fdsys/pkg/FR-2011-04-19/pdf/2011-9340.pdf 
59  States also have access to additional funds to support IT systems development for Exchanges through Exchange planning and establishment grants.
60  ACA § 2001 
61  January 22, 2013 NPRM; 42 CFR § 440; ACA §§ 2001, 2303(c); Centers for Medicare and Medicaid Services, Frequently Asked Questions on Essential 


Health Benefits Bulletin, (U.S. Department of Health and Human Services, February 17, 2012) http://cciio.cms.gov/resources/files/Files2/02172012/
ehb-faq-508.pdf; Centers for Medicare and Medicaid Services, Federal Policy Guidance: Essential Health Benefits in the Medicaid Program. (U.S. 
Department of Health and Human Services November 20, 2012) http://www.medicaid.gov/Federal-Policy-Guidance/downloads/SMD-12-003.pdf


62  ACA § 2502(a) 
63  ACA § 4106 
64  42 CFR § 435.908; Medicaid Eligibility Final Rule Preamble III(E)
65  January 22, 2013 NPRM; 42 CFR § 435.923
66  42 CFR §§ 435.1200, 435.905; Medicaid Eligibility Final Rule Preamble III(E)
67  42 CFR § 435.905(b); Medicaid Eligibility Final Rule Preamble III(E)



http://cciio.cms.gov/resources/files/Files2/02172012/ehb-faq-508.pdf

http://cciio.cms.gov/resources/files/Files2/02172012/ehb-faq-508.pdf
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States’ Medicaid ACA Checklist resource list


This document is a companion to the State Health Reform Assistance Network brief States’ Medicaid ACA Checklist and provides a list of all 
the resources cited in the document with links to each document in the electronic version.  Each resource is given a code which is used in the 
Checklist for quick citation and is also noted here for content corresponding to one of the five topic areas addressed in the Checklist as follows: 
1. Eligibility and Enrollment, 2. Medicaid Operations, 3. Medicaid Financing, 4. Medicaid Benefits, and 5. Consumer Assistance.  Documents 
are also organized by source, including, in descending order, Federal Resources, State Health Reform Assistance Network Resources and other 
resources.


Federal resources


Regulations


(A)    Centers for Medicare and Medicaid Services; Medicaid, Children’s Health Insurance Programs, and Exchanges: Essential Health Benefits 
in Alternative Benefit Plans, Eligibility Notices, Fair Hearing and Appeal Processes for Medicaid and Exchange Eligibility Appeals and 
Other Provisions Related to Eligibility and Enrollment for Exchanges, Medicaid and CHIP, and Medicaid Premiums and Cost Sharing; 
Proposed Rule, CMS-2334-P, Vol. 78 No. 14 (22 January 2013) pp. 4593 – 4724. http://www.gpo.gov/fdsys/pkg/FR-2013-01-22/pdf/2013-
00659.pdf TOPICS: 1,2,3,4,5


(B)    Centers for Medicare and Medicaid Services; Payments for Services Furnished by Certain Primary Care Physicians and Charges for 
Vaccine Administration Under the Vaccines for Children Program; Final Rule, CMS-2370-F, Vol. 77 No. 215 (6 November 2012) pp. 66669 
– 66701. https://www.federalregister.gov/articles/2012/11/06/2012-26507/rin-0938-aq63 TOPIC: 3


(C)    Centers for Medicare and Medicaid Services; Eligibility Changes Under the Affordable Care Act of 2010; Final Rule, CMS-2349-F, Vol. 
77 No. 57 (23 March 2012) pp. 17143–17217.  https://www.federalregister.gov/articles/2012/03/23/2012-6560/medicaid-program-eligiblity-
changes-under-the-affordable-care-act-of-2010 TOPIC: 1


(D)    Centers for Medicare and Medicaid Services; Federal Funding for Medicaid Eligibility Determination and Enrollment Activities; Final 
Rule, CMS-2346-F, Vol. 76 No. 75 (19 April 2011) pp. 21949 – 21975.  https://www.federalregister.gov/articles/2011/04/19/2011-9340/
medicaid-program-federal-funding-for-medicaid-eligibility-determination-and-enrollment-activities TOPIC: 1


Subregulatory Guidance


(E)    Centers for Medicare and Medicaid Services, Questions and Answers: Medicaid and the Affordable Care Act, (U.S. Department of Health 
and Human Services, February 6, 2013). http://medicaid.gov/State-Resource-Center/Frequently-Asked-Questions/Downloads/ACA-
FAQ-BHP.pdf TOPICS: 1,3


(F)    Centers for Medicare and Medicaid Services, State Medicaid Director Letter: Affordable Care Act Section 4106 (Preventive Services), 
(U.S. Department of Health and Human Services, February 1, 2013). http://medicaid.gov/Federal-Policy-Guidance/Downloads/
SMD-13-002.pdf TOPIC: 4


(G)    Centers for Medicare and Medicaid Services, State Health Official Letter, Conversion of Net Income Standards to MAGI Equivalent 
Income Standards, (U.S. Department of Health and Human Services, December 28, 2012). http://www.medicaid.gov/Federal-Policy-
Guidance/downloads/SHO12003.pdf TOPIC: 1


(H)    Centers for Medicare and Medicaid Services, Affordable Care Act, Federal Policy Guidance: Frequently Asked Questions on Exchanges, 
Market Reforms and Medicaid, (U.S. Department of Health and Human Services December 10, 2012). http://medicaid.gov/State-
Resource-Center/Frequently-Asked-Questions/Downloads/Governor-FAQs-12-10-12.pdf TOPICS: 1, 3


(I)    Centers for Medicare and Medicaid Services, State Medicaid Director Letter: Essential Health Benefits in the Medicaid Program, (U.S. 
Department of Health and Human Services November 20, 2012). http://www.medicaid.gov/Federal-Policy-Guidance/downloads/
SMD-12-003.pdf TOPIC: 4


(J)    Center for Medicaid and CHIP Services, Medicaid and CHIP Affordable Care Act Implementation, Answers to Frequently Asked 
Questions, Eligibility and Enrollment Systems, (U.S. Department of Health and Human Services, November 19, 2012). http://www.
medicaid.gov/State-Resource-Center/Frequently-Asked-Questions/Downloads/Eligibility-and-Enrollment-Systems-FAQs.pdf 
TOPICS: 1, 3


(K)    Center for Medicaid and CHIP Services, Medicaid and CHIP Affordable Care Act Implementation, Answers to Frequently Asked 
Questions, Coordination Across Insurance Affordability Programs, (U.S. Department of Health and Human Services, May 22, 2012). 
http://www.medicaid.gov/State-Resource-Center/Frequently-Asked-Questions/Downloads/Coordination-FAQs.pdf TOPIC: 3


(L)    Centers for Medicare and Medicaid Services, Frequently Asked Questions on Essential Health Benefits Bulletin, (U.S. Department of 
Health and Human Services, February 17, 2012). http://cciio.cms.gov/resources/files/Files2/02172012/ehb-faq-508.pdf TOPIC: 4



http://www.gpo.gov/fdsys/pkg/FR-2013-01-22/pdf/2013-00659.pdf

http://www.gpo.gov/fdsys/pkg/FR-2013-01-22/pdf/2013-00659.pdf

https://www.federalregister.gov/articles/2012/03/23/2012-6560/medicaid-program-eligiblity-changes-under-the-affordable-care-act-of-2010

https://www.federalregister.gov/articles/2012/03/23/2012-6560/medicaid-program-eligiblity-changes-under-the-affordable-care-act-of-2010

https://www.federalregister.gov/articles/2011/04/19/2011-9340/medicaid-program-federal-funding-for-medicaid-eligibility-determination-and-enrollment-activities

https://www.federalregister.gov/articles/2011/04/19/2011-9340/medicaid-program-federal-funding-for-medicaid-eligibility-determination-and-enrollment-activities

http://medicaid.gov/State-Resource-Center/Frequently-Asked-Questions/Downloads/ACA-FAQ-BHP.pdf

http://medicaid.gov/State-Resource-Center/Frequently-Asked-Questions/Downloads/ACA-FAQ-BHP.pdf

http://medicaid.gov/Federal-Policy-Guidance/Downloads/SMD-13-002.pdf

http://medicaid.gov/Federal-Policy-Guidance/Downloads/SMD-13-002.pdf

http://www.medicaid.gov/Federal-Policy-Guidance/downloads/SHO12003.pdf

http://www.medicaid.gov/Federal-Policy-Guidance/downloads/SHO12003.pdf

http://medicaid.gov/State-Resource-Center/Frequently-Asked-Questions/Downloads/Governor-FAQs-12-10-12.pdf

http://medicaid.gov/State-Resource-Center/Frequently-Asked-Questions/Downloads/Governor-FAQs-12-10-12.pdf

http://www.medicaid.gov/Federal-Policy-Guidance/downloads/SMD-12-003.pdf

http://www.medicaid.gov/Federal-Policy-Guidance/downloads/SMD-12-003.pdf

http://www.medicaid.gov/State-Resource-Center/Frequently-Asked-Questions/Downloads/Eligibility-and-Enrollment-Systems-FAQs.pdf

http://www.medicaid.gov/State-Resource-Center/Frequently-Asked-Questions/Downloads/Eligibility-and-Enrollment-Systems-FAQs.pdf
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(M)    U.S. Department of Health and Human Services and U.S. Department of Agriculture: Tri-Agency Letter, Cost Allocation of Information 
Technology Systems, (U.S. Department of Health and Human Services, January 23, 2012). http://www.medicaid.gov/Federal-Policy-
Guidance/Downloads/SMD-01-23-12.pdf TOPIC: 3


(N)    Centers for Medicare and Medicaid Services, State Medicaid Director Letter: Frequently Asked Questions on Maintenance of Effort 
Provisions, (U.S. Department of Health and Human Services, February 25, 2011 and August 5, 2011). http://downloads.cms.gov/cmsgov/
archived-downloads/SMDL/downloads/SMD11001.pdf; http://downloads.cms.gov/cmsgov/archived-downloads/SMDL/downloads/
SMD11-009.pdf TOPIC: 1


(O)    Centers for Medicare and Medicaid Services, Guidance for Exchange and Medicaid Information Technology Systems, (U.S. Department 
of Health and Human Services, May 2011) Version 2.0. http://www.medicaid.gov/Medicaid-CHIP-Program-Information/By-Topics/
Data-and-Systems/Downloads/exchangemedicaiditguidance.pdf TOPIC: 2


(P)    Centers for Medicare and Medicaid Services, Enhanced Funding Requirements: Seven Conditions and Standards, (U.S. Department of 
Health and Human Services, April 2011). http://www.medicaid.gov/Medicaid-CHIP-Program-Information/By-Topics/Data-and-
Systems/Downloads/EFR-Seven-Conditions-and-Standards.pdf TOPIC: 3


Other Federal Resources


(Q)    Centers for Medicare and Medicaid Services, Section-by-Section Summary – Exchange/Medicaid/CHIP Eligibility, Notices and Appeals, 
and Alternative Benefit Plans Proposed Rule, (U.S. Department of Health and Human Services, February 2013). http://www.medicaid.
gov/AffordableCareAct/Provisions/Downloads/Section-by-Section-Summary-%E2%80%93-Exchange-Medicaid-CHIP-Eligibility-
Notices-and-Appeals-and-Alternative-Benefit-Plans-Proposed-Rule.pdf TOPICS: 1,2,3,4,5 


(R)    Centers for Medicare and Medicaid Services, Affordable Care Act, Provisions: Medicaid, (U.S. Department of Health and Human 
Services). http://www.medicaid.gov/AffordableCareAct/Provisions/Provisions.html TOPICS: 1, 2, 3, 4


(S)    Centers for Medicare and Medicaid Services, Affordable Care Act, Provisions: Medicaid Benefits, (U.S. Department of Health and 
Human Services). http://www.medicaid.gov/AffordableCareAct/Provisions/Benefits.html TOPIC: 4


(T)    Centers for Medicare and Medicaid Services, Affordable Care Act, Provisions: Medicaid Eligibility, (U.S. Department of Health and 
Human Services). http://www.medicaid.gov/AffordableCareAct/Provisions/Eligibility.html TOPIC: 1


(U)    Centers for Medicare and Medicaid Services, Affordable Care Act, Provisions: Medicaid Information Technology Systems & Data, (U.S. 
Department of Health and Human Services). http://www.medicaid.gov/AffordableCareAct/Provisions/Information-Technology-
Systems-and-Data.html TOPIC: 2


(V)    Centers for Medicare and Medicaid Services, Affordable Care Act, Provisions: Medicaid Program Integrity, (U.S. Department of Health 
and Human Services). http://www.medicaid.gov/AffordableCareAct/Provisions/Program-Integrity.html TOPIC: 2


(W)    Centers for Medicare and Medicaid Services, Medicaid and CHIP Eligibility Changes Under the Affordable Care Act Section-by-Section 
Summary, (U.S. Department of Health and Human Services, March 23, 2012). http://www.medicaid.gov/AffordableCareAct/Provisions/
Downloads/Medicaid-Eligibility-and-Enrollment-Final-Rule-Section-by-Section-Summary.pdf TOPICS: 1, 2, 3, 5


(X)    Office of Disease Prevention and Health Promotion, Health literacy online: A guide to writing and designing easy-to-use health web sites, 
(U.S. Department of Health and Human Services, 2010). http://www.health.gov/healthliteracyonline/ TOPIC: 5


(Y)    Centers for Medicare and Medicaid Services, Data Collection to Support Eligibility Determinations for Insurance Affordability Programs 
and Enrollment through Affordable Insurance Exchanges, Medicaid, and Children’s Health Insurance Program Agencies, (U.S. Department 
of Health and Human Services). http://www.cms.gov/Regulations-and-Guidance/Legislation/PaperworkReductionActof1995/PRA-
Listing-Items/CMS-10440.html TOPIC: 1


State Health reform Assistance network resources


(Z)    Deborah Bachrach and Kinda Serafi, Federal Requirements and State Flexibilities for Verifying Eligibility Criteria, (Princeton, NJ: State 
Health Reform Assistance Network, May 2012). http://www.statenetwork.org/resource/federal-requirements-and-state-flexibilities-for-
verifying-eligibility-criteria/ TOPIC: 1


(AA)  Deborah Bachrach and Kinda Serafi, “Reasonable Compatibility” Straw Models: Federal Requirements and State Options for 
Constructing a State’s Financial Reasonable Compatibility Standard, (Princeton, NJ: State Health Reform Assistance Network, August, 
2012). http://www.statenetwork.org/resource/reasonable-compatibility-straw-models/ TOPIC: 1


(BB)   Katie Baudouin, Rachel Dolan and Christina Miller, Designing Consumer Assistance Programs: Resources from the Field, (Princeton, NJ: 
State Health Reform Assistance Network, February 2013). http://www.statenetwork.org/resource/designing-consumer-assistance-
programs-resources-from-the-field/ TOPIC: 5
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(CC)  Center for Health Care Strategies, Inc., Medicaid State Plan Amendment Requirements of the Affordable Care Act, (Princeton, NJ: State 
Health Reform Assistance Network, August 2012).  http://www.statenetwork.org/resource/medicaid-state-plan-amendment-
requirements-of-the-affordable-care-act/ TOPIC: 1


(DD)  Rachel Dolan, et al. Building on a Solid Foundation: Leveraging Current Programs and Infrastructure in Navigator Program Development, 
(Princeton, NJ: State Health Reform Assistance Network, August 2012). http://www.statenetwork.org/resource/building-on-a-solid-
foundation-leveraging-current-programs-and-infrastructure-in-navigator-program-development/ TOPIC: 5


(EE)   Melinda Dutton, Appeals, Notices and Other E-Communications, Meeting Presentation, Small Group Convening, (Princeton, NJ: State 
Health Reform Assistance Network, October 2012). http://www.statenetwork.org/wp-content/uploads/2012/11/State-Network-
Consumer-Assistance-SGC-Notices-and-Appeals.pdf TOPIC: 1


(FF)   Carolyn Ingram, Veronica Guerra, Shannon McMahon and Alice Weiss, Implications of Health Reform for American Indian and Alaska 
Native Populations, (Princeton, NJ: State Health Reform Assistance Network, February 2012). http://www.statenetwork.org/resource/
implications-of-health-reform-for-american-indian-and-alaska-native-populations/ TOPIC: 1


(GG)  Mary Henderson, Abby Arons and Alice Weiss, 2014 Medicaid Eligibility Transition Toolkit for States, (Princeton, NJ:  State Health 
Reform Assistance Network, July 2012). http://www.statenetwork.org/resource/2014-medicaid-eligibility-transition-toolkit-for-states/ 
TOPIC: 1


(HH)  Manatt Health Solutions, Assessment of Current Coverage Programs and Future Options, (Princeton, NJ: State Health Reform Assistance 
Network, October 2012). http://www.statenetwork.org/resource/assessment-of-current-coverage-programs-and-future-options/ TOPICS: 
1, 3


(II)    Manatt Health Solutions, Center for Health Care Strategies Inc., State Health Access Data Assistance Center, Medicaid Expansion: 
Framing and Planning a Financial Impact Analysis, (Princeton, NJ: State Health Reform Assistance Network, September 2012).  
http://www.statenetwork.org/resource/medicaid-expansion-framing-and-planning-a-financial-impact-analysis/ TOPICS: 1, 3


(JJ)   Manatt Health Solutions, Overview of Final Medicaid Eligibility Regulation, (Princeton, NJ: State Health Reform Assistance Network, 
April 2012). http://www.statenetwork.org/resource/overview-of-final-medicaid-eligibility-regulation/ TOPICS: 1, 2, 3, 5


(KK)  Manatt Health Solutions, State Milestones for ACA Implementation, (Princeton, NJ: State Health Reform Assistance Network, April 
2012) http://www.statenetwork.org/resource/state-milestones-for-aca-implementation/ TOPICS: 1, 2, 3, 4, 5


(LL)   Veronica Guerra, Carolyn Ingram and Shannon McMahon, Financial Sustainability of Medicaid and Exchange Integrated Eligibility 
Systems: State Cost Allocation Methodologies, (Princeton, NJ: State Health Reform Assistance Network, January 2013). http://www.
statenetwork.org/resource/financial-sustainability-of-medicaid-and-exchange-integrated-eligibility-systems-state-cost-allocation-
methodologies/ TOPIC: 3


other resources


(MM)  January Angeles, Shelby Gonzales, and Alicia Koné, Coordinating Human Services Programs with Health Reform Implementation, A 
Toolkit for State Agencies, (Washington, DC: Center on Budget and Policy Priorities, June 6, 2012). http://www.cbpp.org/cms/index.
cfm?fa=view&id=3791 TOPIC: 1


(NN)  Carrie Au-Yeung and John Czajka, Modified Adjusted Gross Income: Implications for Medicaid Eligibility Systems under the ACA, 
(Minneapolis, MN: State Health Access Data Assistance Center, July 2011). http://www.shadac.org/files/shadac/publications/ACA%20
Note_MAGI_FMAP.pdf TOPIC: 1


(OO)  Tricia Brooks and Julie Silas, Eligibility and Enrollment Systems: An Advocate’s IT Toolkit, (Washington, DC: Georgetown University 
Health Policy Institute, Center for Children and Families, November 13, 2012). http://ccf.georgetown.edu/wp-content/uploads/2012/11/
Eligibility-and-Enrollment-Systems-An-Advocate’s-IT-Toolkit.pdf TOPICS: 1, 2 


(PP)   Cheryl A. Camillo, Implementing Eligibility Changes under the Affordable Care Act: Issues Facing State Medicaid and CHIP Programs, 
(Minneapolis, MN: State Health Access Data Assistance Center, July 2012). http://www.shadac.org/files/shadac/publications/
EligibilityChangesStateIssues_Brief1.pdf TOPIC: 1


(QQ)  Center for Health Care Strategies, Inc., Primary Care Payment Redesign (Series of Resources), (Hamilton, NJ: Center for Health Care 
Strategies, Inc.). http://www.chcs.org/info-url_nocat5108/info-url_nocat_list.htm?attrib_id=16415 TOPIC: 2


(RR)  Center for Plain Language. http://centerforplainlanguage.org/ TOPIC: 5


(SS)   Stanley J. Czerwinski and Caroline L. Yocum, States’ Implementation of the Patient Protection and Affordable Care Act, Report to the 
Ranking Member, Committee on the Judiciary, U.S. Senate (Washington, DC: United States Government Accountability Office, August 
2012) GAO-12-821 http://www.gao.gov/assets/600/593210.pdf TOPIC: 1
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(TT)   Nicole Donnelly, Penny Lane, Joan Winchester, Communicating with Plain Language, (Washington, DC: Enroll America Best Practices 
Institute, Maximus Center for Health Literacy, February, 2012). http://files.www.enrollamerica.org/best-practices-institute/publications-
and-resources/2012/Communicating_with_Plain_Language.pdf TOPIC: 5


(UU)  Nicole Donnelly, et al., Translations that Hit the Mark, (Washington, DC: Enroll America Best Practices Institute, Maximus Center for 
Health Literacy, October 2012). http://files.www.enrollamerica.org/best-practices-institute/publications-and-resources/2012/translations-
that-hit-the-mark/Translations_that_Hit_the_Mark.pdf TOPIC: 5


(VV)  Stan Dorn, Considerations in Assessing State-Specific Fiscal Effects of the ACA’s Medicaid Expansion, (Washington, DC: Urban 
Institute, August 2012, Revised September 2012). http://www.urban.org/UploadedPDF/412628-Considerations-in-Assessing-State-
Specific-Fiscal-Effects-of-the-ACAs-Medicaid-Expansion.pdf TOPICS: 1, 3


(WW)  The Kaiser Commission on Medicaid and the Uninsured, Coverage of Preventative Services For Adults in Medicaid, (Washington DC: 
The Henry J. Kaiser Family Foundation, September 21, 2012). http://www.kff.org/medicaid/upload/8359.pdf TOPIC: 4


(XX)  Jessica Kendall and Tricia Brooks, Consumer Assistance in the Digital Age: New Tools to Help People Enroll in Medicaid, CHIP and 
Exchanges, (Washington, DC: Maximizing Enrollment, Transforming State Health Coverage, July 2012). http://www.nashp.org/sites/
default/files/consumer.assistance.in_.the_.digitial.age_.pdf TOPIC: 5


(YY)  Genevieve Kenney et al., Opting in to Medicaid Expansion under the ACA: Who are the Uninsured Adults Who Could Gain Health 
Insurance Coverage, (Washington, DC: Urban Institute, August 10, 2012). http://www.urban.org/UploadedPDF/412630-opting-in-
medicaid.pdf TOPIC: 1


(ZZ)  Illinois Department of Healthcare and Family Services, Introduction to Benchmark Medicaid, (HFS Draft, October 22, 2012).  
http://www2.illinois.gov/hfs/SiteCollectionDocuments/Introduction%20to%20Benchmark%20Medicaid%2010%2022%2012.pdf 
TOPIC: 4


(AAA)  Deepak Madala, Bridging the Enrollment Gap to The Importance of Providing In-Person Assistance, (Washington, DC: Enroll America, 
August 2012). http://files.www.enrollamerica.org/best-practices-institute/publications-and-resources/2012/In-Person_Enrollment_
Assistance.pdf TOPIC: 5


(BBB)  National Association of State Units On Aging, Long-Term Care in Brief: Explaining the HCBS Spousal Impoverishment Protections, 
(Washington, DC: National Association of State Units on Aging, March 11, 2011). http://www.nasuad.org/documentation/aca/
NASUAD_materials/ltcb_protectionforHCBSrecipients.pdf TOPIC: 1


(CCC)  Oregon Health Authority, Oregon Medicaid Essential Health Benefits, Recommendations from the Medicaid Advisory Committee, 
(Salem, OR: Oregon Health Policy Board, December 11, 2012). http://www.oregon.gov/oha/OHPB/meetings/2012/2012-1211-medicaid-
essential-health-benefits-material.pdf TOPIC: 4


(DDD)  Sara Rosenbaum, Update: CMS NPRM on Medicaid, Children’s Health Insurance Program and Exchanges, (Washington, DC: Health 
Reform GPS, January 25, 2013). http://www.healthreformgps.org/wp-content/uploads/Sara-Medicaid-and-Exchange-Eligibility-and-
Enrollment-II-pdf.pdf TOPIC: 1


(EEE)  State Health Access Data Assistance Center, Webinar: FMAP and Income Conversion Methodology Study, (CMS, SHADAC and 
RAND, October 2011). http://www.shadac.org/FMAPMethodologyWebinar TOPICS: 1, 3


(FFF)  Kathleen S. Swendiman, Evelyne P. Baumrucker, Selected Issues Related to the Effect of NFIB v. Sebelius on the Medicaid Expansion 
Requirements in Section 2001 of the Affordable Care Act, (Washington, DC: Congressional Research Service, July 16, 2012).  
http://www.ncsl.org/documents/health/aca_medicaid_expansion_memo_1.pdf TOPIC: 1


(GGG)  Alice Weiss and Laura Grossman, Paving an Enrollment Superhighway: Bridging State Gaps Between 2014 and Today, (Washington, DC: 
National Academy for State Health Policy, March 2011). http://nashp.org/sites/default/files/bridging.state_.gaps_.pdf TOPICS: 1, 5
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111 Monument Circle 
Suite 601 
Indianapolis, IN  46024-5128 
USA 
 
Tel +1 317 639-1000 
Fax +1 317 639-1001 
 
milliman.com 


September 18, 2012  
 
 
Mr. Michael Gargano 
Secretary 
State of Indiana 
Indiana Family and Social Services Administration 
402 W. Washington Street  
Indianapolis, IN  46204 
 
 
RE:  AFFORDABLE CARE ACT (ACA) – MEDICAID FINANCIAL IMPACT ANALYSIS 


UPDATE 
 
Dear Secretary Gargano: 
 
Milliman, Inc. (Milliman) has been retained by the Indiana Family and Social Services Administration 
(FSSA) to provide consulting services related to the financial review of the Affordable Care Act (ACA) 
as it relates to the provisions impacting the State’s Medicaid program and budget.  This document 
replaces prior correspondence dated October 27, 2011.  Since the previous report, part of the Affordable 
Care Act, the Medicaid Expansion, has become optional.  Accordingly, this analysis illustrates costs with 
and without the expansion.  It also illustrates the fiscal impact of a partial expansion to 100% of FPL.  
Finally, this analysis incorporates the impact of the Health Insurance Tax (HIT) and reflects updates that 
have occurred to the baseline program such as hospital reimbursement changes and the pending decision 
to transition to 1634 status. 
 
 
LIMITATIONS 
 
The information contained in this letter has been prepared for the Family and Social Services 
Administration (FSSA).  This letter is expected to be publicly available.  To the extent that the 
information contained in this correspondence is provided to any approved third parties, the 
correspondence should be distributed in its entirety.  Any user of the data must possess a certain level of 
expertise in actuarial science and healthcare modeling so as not to misinterpret the information presented. 
 
Milliman makes no representations or warranties regarding the contents of this correspondence to third 
parties.  Likewise, third parties are instructed that they are to place no reliance upon this correspondence 
prepared for FSSA by Milliman that would result in the creation of any duty or liability under any theory 
of law by Milliman or its employees to third parties.  
 
In the development of the information presented in this letter, Milliman has relied upon certain data from 
the State of Indiana and their vendors.  To the extent that the data was incomplete or inaccurate, the 
values presented in the letter will need to be reviewed for consistency and revised as appropriate.   
 



http://www.milliman.com/





 


 
 


Mr. Michael Gargano 
September 18, 2012 
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It should be emphasized that actual results will differ from those presented here if experience does not 
emerge consistent with the assumptions contained in this correspondence. 
 
The services provided for this project were performed under the signed Consulting Services Agreement 
between Milliman and FSSA approved May 14, 2010. 
 
 
EXECUTIVE SUMMARY 
 
Milliman has developed an estimate of the enrollment and fiscal impact associated with the Affordable 
Care Act (ACA).  In its June 28, 2012 decision, the Supreme Court of the United States upheld most of 
the Act, but gave States the flexibility to decide whether to expand their Medicaid program eligibility to 
133% of Federal Poverty Guidelines.   
 
Table 1 illustrates the projected expenditure impact to the State of Indiana Medicaid Assistance program 
and budget under the following scenarios:  
 


• Scenario 1: No Medicaid Expansion beyond Current Medicaid Eligibility.  Additional 
enrollment is projected from those who are already eligible for Medicaid due to pressure from the 
individual mandate, referrals from the exchange, and potential loss of access to employer 
sponsored insurance.  From SFY 2014 to SFY 2020, even if the State does not expand Medicaid, 
it will still incur an estimated $611.7 million in additional expenditures.  (See Table 1 for detail 
by year and Table 2 for detail by cost type). 
 


• Scenario 2: Medicaid Expansion to 100% FPL (Partial Expansion).  Residents with incomes 
from 100% to 400% of FPL are eligible for exchange subsidies.  The incremental Non-Federal 
cost of expanding Medicaid to 100% FPL is estimated at $1,099.1 million from SFY 2014 to 
SFY 2020.  Added to the $611.7 cost of ACA without a Medicaid expansion, the total cost under 
Scenario 2 is estimated at $1,710.9 million in additional expenditures.  Since the expansion is 
only a partial expansion, the State may or may not receive the 100% enhanced federal funding for 
the partial expansion population.  However, Scenario 2 assumes the State receives the enhanced 
Federal funding.   
 


• Scenario 3: Medicaid Expansion to 133% FPL (the 133% level specified in ACA is effectively 
138%, due to the 5% income disregard).  Additional costs for this population are estimated to be 
$326.5 million from SFY 2014 to SFY 2020.  Added to the $1,710.9 million cost for adults under 
100% of FPL and for ACA costs in the absence of an expansion, the total cost under Scenario 3 is 
estimated to be $2,037.3 million in additional expenditures from SFY 2014 to SFY 2020. 


 
• Scenario 4: Full Participation.  This scenario illustrates the cost of the 133% expansion 


(Scenario 3), assuming all eligible individuals below 138% FPL enroll in Medicaid.  This 
includes all individuals who are currently eligible, all adults up to 100% of FPL, and all adults 
between 100% and 138% FPL, including those who currently have other insurance but would 
become eligible for Medicaid under an expansion.  Scenarios 1 through 3 did not assume 100% 
participation (Participation rates are illustrated on page 5 and estimated enrollment in 
Enclosure 5).  Scenario 4 represents an estimate of the State’s maximum cost exposure.  It should 
not be expected that full participation will occur.  Rather, this scenario provides an estimated 
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upper limit of the exposure.   The cost of ACA with the Medicaid expansion to 138% and full 
participation is estimated to cost $513.1 million more than with estimated participation in 
Scenario 3, for a total cost of $2,550.5 million from SFY 2014 to SFY 2020.  
 


Table 1 illustrates costs by year, with total SFY 2014 to SFY 2020 costs illustrated in the last column.  
The individual scenario costs in Table 1 are illustrated on an incremental basis, each showing the 
difference in cost from the prior scenario.  The scenario costs are illustrated on a cumulative basis in 
Table 2. 


 
Table 1 


 
State Of Indiana 


Family and Social Services Administration  
 


Affordable Care Act Expenditure Scenarios 
Non-Federal Dollars, in Millions 


 
 FY 2014 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 2014-2020 
Baseline State Expenditures $2,929.9 $3,036.9 $3,103.9 $3,266.5 $3,438.5 $3,620.4 $3,812.7 $23,208.7 
Additional ACA Spending  
   Scenario 1: No Expansion $67.1 $105.1 $81.2 $74.6 $78.4 $82.2 $123.1 $611.7 
   Scenario 2: 100% Expansion 53.2 94.5 91.3 139.0 201.9 231.6 287.5 1,099.1 
   Scenario 3: 133% Expansion 13.4 12.1 12.5 36.2 67.1 80.1 105.2 326.5 
   Scenario 4: Full Participation     
   at 133% FPL 27.9 45.0 41.6 64.7 94.1 107.8 132.1 513.1 
Total ACA Spending Growth $161.7 $256.7 $226.5 $314.6 $441.4 $501.7 $647.9 $2,550.5 


 
Total Medicaid Spending $3,091.6 $3,293.6 $3,330.4 $3,581.1 $3,879.9 $4,122.1 $4,460.6 $25,759.3 


 
Notes: Illustrated costs for each scenario are incremental to previous scenarios.   
 


Values may not sum due to rounding. 
 
The incremental cost of ACA to the State increases through the projection period as federal funding 
declines.  Federal funding for the expansion population declines from 100% during calendar years 2014 
through 2016 to 90% beginning in calendar year 2020. 
 
Table 2 illustrates the primary ACA cost components under each scenario.  Costs are illustrated on a 
cumulative basis.  For example, costs for the 100% Expansion under Scenario 2 include the costs that 
would be incurred even if the State decided not to expand Medicaid (Scenario 1).  Costs illustrated under 
Scenario 3: 133% Expansion also include costs for expanding Medicaid enrollment to adults under 100% 
FPL (Scenario 2) and for costs that would be incurred in the absence of a Medicaid Expansion 
(Scenario 1). 
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Table 2 
 


State Of Indiana 
Family and Social Services Administration  


 
Affordable Care Act – Primary Cost Components 


SFY 2014 – SFY 2020 
Non-Federal Dollars, in Millions 


 
 
ACA Cost Components 


Scenario 1:  
No Expansion 


Scenario 2:  
100% Expansion 


Scenario 3:  
133% Expansion 


Scenario 4: 
Full Exposure 


Baseline State Expenditures $23,208.7 $23,208.7 $23,208.7 $23,208.7 
 


   Medicaid Expansion Population                    $0 $405.0 $617.6 $784.2 
 Woodwork Effect Population 600.1 600.1 600.1 810.4 


   Physician Fee Schedule Increase 0.0 564.5 581.4 610.6 
   Foster Children Expansion to Age 26 22.0 22.0 22.0 22.0 
   Health Insurance Tax 122.8 133.0 138.3 147.7 
   Administrative Expenses 84.2 246.2 337.9 435.5 
   CHIP Program – Enhanced FMAP (176.2) (176.2) (176.2) (176.2) 
   Breast and Cervical Cancer Program (1.1) (43.7) (43.7) (43.7) 
   Pregnant Women > 150% FPL (40.1) (40.1) (40.1) (40.1) 
Total ACA Cost Increase $611.7 $1,710.9 $2,037.3 $2,550.5 


 
Total State Spending $23,820.5 $24,919.6 $25,246.1 $25,759.3 


 
Note: Values may not sum due to rounding. 


 
Baseline State Expenditures include all State-funded expenditures: Medicaid Assistance, CHIP 
Assistance, Intergovernmental Transfers, and other sources. 
 
Illustrated costs assume the State will receive the enhanced FMAP on all newly eligible enrollees, 
including those who may have recently transitioned from the HIP program.  If CMS limits Indiana to the 
regular FMAP on the first 36,500 HIP enrollees, the State is projected to incur an additional $575 million 
cost over the period SFY 2014 through SFY 2020. 
 
Baseline State Expenditures include recent program changes and those that are projected to occur 
regardless of whether the State chooses to implement the Medicaid expansion.  These include the pending 
transition to 1634 status and maintenance of current hospital reimbursement, through the hospital 
assessment fee program.  It is assumed that reimbursement for new expansion enrollees is at the same 
rates as for current Medicaid enrollees, and where reimbursement is supported through inter-
governmental transfer payments, these transfer payments are included as part of the State cost.  Baseline 
expenditures include current CHIP and administrative costs. 
 
For each of the four scenarios, Enclosures 1 through 4 illustrate the ACA cost components by year.  In 
addition to State expenditures, Total (State and Federal) expenditures and Federal expenditures are also 
illustrated. 
 
The primary cost components are further discussed in the next section. 







 


 
 


Mr. Michael Gargano 
September 18, 2012 


Page 5 
 


T:\2012\IMP\3.499-IMP03\Affordable Care Act Fiscal Impact Update - September 2012 v3.docx 
 


 


 


DISCUSSION OF COST COMPONENTS 
 
Medicaid Expansion 
 
The fiscal impact associated with the ACA includes both currently insured and uninsured individuals, 
with different assumed participation rates.  The impact also includes additional individuals who are 
currently eligible for Medicaid but not enrolled. 
 
The projected number of individuals who will be eligible for Medicaid under the various scenarios was 
developed using the 2010 American Community Survey (ACS) data from the U.S. Census Bureau, 2010 
Supplemental Health Exhibit data, and the SHADAC Indiana health insurance analysis.  The information 
included detailed information on current income and health insurance coverage for Indiana residents.  We 
have excluded college and graduate students from the analysis.  Based on our review of the data, it 
appears they may not have been appropriately grouped with their parents, causing an inappropriate match 
between income level and insurance coverage.  In addition, many of the uninsured individuals in this 
population may now be covered under their parents’ policies, if the parents have employer sponsored 
insurance.  We have also adjusted the census data to address under-reporting of Medicaid coverage for 
children. 
 
Enclosure 5 illustrates both the number of individuals expected to be eligible (Full Enrollment) and those 
projected to actually enroll under each scenario (Projected Enrollment).  This is illustrated for SFY 2015, 
the first full year after the potential Medicaid expansion.  The expected participation rate varies by 
population type and current medical coverage as illustrated below: 
 


• 75% for Currently Insured Parents and Children 
• 50% for Currently Insured Adults 
• 85% for Uninsured Parents  
• 70% for Uninsured Children  
• 80% for Uninsured Adults  


 
We have further assumed that 100% of the individuals currently enrolled in HIP will enroll in Medicaid if 
they are eligible.  The composite participation rate across the related populations for each scenario is 
approximately 75% to 76%, excluding the full participation scenario. 
 
The four scenarios modeled include no expansion, expansion to 100%, and expansion to 138% of federal 
poverty guidelines.  Although Section 2001(a) of the ACA references 133% of FPL for the full 
expansion, an additional 5% income disregard is provided for during eligibility determination in Section 
1004(e)(2) of HCERA.  Income for each household was developed based on Modified Adjusted Gross 
Income (MAGI), as specified in the ACA.  The definition of MAGI excludes most public assistance 
payments.  It was modified in November 2011 to include all Social Security benefits. 
 
The analysis reflects the following enhanced Federal Medical Assistance Percentages (FMAP) for the 
expansion populations: 
 


• 100% FMAP in CY 2014, 2015, and 2016 
• 95% FMAP in CY 2017 
• 94% FMAP in CY 2018 







 


 
 


Mr. Michael Gargano 
September 18, 2012 


Page 6 
 


T:\2012\IMP\3.499-IMP03\Affordable Care Act Fiscal Impact Update - September 2012 v3.docx 
 


 


 


• 93% FMAP in CY 2019 
• 90% FMAP in CY 2020+ 


 
The woodwork population was assumed to have the same FMAP as the current eligible population.  
 
Physician Fee Schedule Increase to 80% of Medicare 
 
The current Indiana Medicaid fee schedule reimburses physicians at approximately 60% of the Medicare 
fee schedule.  It is anticipated that a significant increase in Medicaid enrollees would require the Agency 
to increase fees paid to physicians in order to ensure access to care.  We have estimated that the minimum 
fee schedule increase needed for physicians would be to 80% of the current Medicare fee schedule.  We 
have estimated that the increase to the fee schedule would be needed for both the expansion to 100% of 
FPL and the expansion to 138% FPL. 
 
The Affordable Care Act includes 100% Federal funding to increase primary care physician 
reimbursement to 100% of Medicare for a limited set of evaluation and management and vaccination 
services.  However, the enhanced Federal funding is only available during calendar years 2013 and 2014.   
 
Foster Children Expansion to Age 26 
 
Indiana currently provides Medicaid eligibility coverage to Foster Children to age 21.  The Affordable 
Care Act includes mandatory coverage for Foster Children to age 26 beginning on January 1, 2014.  The 
current annual cost has been estimated at $7.6 million per year (State and Federal).  Assuming these 
individuals are not considered newly eligible, the State cost through 2020 is estimated as $22.0 million. 
 
Health Insurance Tax (HIT) 
 
The Affordable Care Act mandates an annual fee on the health insurance industry.  It starts at $8 billion 
in 2014, grows to $14.3 billion in 2018, and is indexed to premium growth thereafter.  The fee is 
considered an excise tax and is nondeductible for income tax purposes.  The fee will be allocated based 
on market share of premium revenue. 
 
Taxes are generally considered an unavoidable cost of doing business.  Since Medicaid managed care 
capitation rates are required to be actuarially sound, capitation rates would have to be increased to cover 
the cost of the tax, and also a gross-up to cover the additional federal taxes the increase in capitation 
revenue would generate.   
 
This analysis estimates capitation rates would have to be increased by 2.5% or $122.8 million to 
$147.7 million for SFY 2014 through SFY 2020 to account for this additional cost to Medicaid managed 
care plans while remaining actuarially sound. 
 
Administrative Expenses 
 
Administrative expense estimates have been provided by the State of Indiana.  Projected administrative 
expenditures include costs for initial modifications to current systems and integration of Medicaid 
eligibility with the Exchange and the cost of processing applications for potential new Medicaid enrollees.  
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On-going costs vary by scenario, as some components of the administrative cost increase with the 
projected number of new enrollees. 
 
CHIP Program – Enhanced FMAP 
 
Under the Act, the CHIP program provides additional Federal Financial Participation (FFP) of up to 23%, 
with the total Federal share not allowed to exceed 100%.  This program begins October 1, 2015 and ends 
September 30, 2019 (FFY 2016 through FFY 2019).  The FFY 2013 FMAP for the CHIP program is 
77.01%, so the additional 23% of Federal funding is projected to provide for full federal funding of 
Indiana’s CHIP program during the period October 1, 2015 through September 30, 2019. 
 
Breast and Cervical Cancer Program 
 
The State of Indiana currently provides eligibility under the Breast and Cervical Cancer program.  This 
program provides screenings and treatment for uninsured women who qualify for services.  It is 
anticipated that this program may be duplicative of Exchange based coverage as of January 1, 2014.  At 
that time, women in this program will be able to receive the cancer screening and treatment services either 
on the Exchange or through an expansion of Medicaid.  For the scenario with no Medicaid expansion, it 
has been assumed that the program is continued for participants with incomes under 100% FPL, which 
includes 97% of program participants. 
 
Pregnant Women 
 
The State of Indiana currently provides eligibility to pregnant women up to 200% FPL.  The State is 
required to maintain eligibility for pregnant women at the level established in the State plan as of 
December 19, 1989, which was 150% of FPL.  As women with incomes above 150% of FPL will have 
access to subsidized coverage through the exchange, Indiana anticipates Medicaid coverage will no longer 
be needed for these women. 
 
HIP – Potential Reduced FMAP 
 
CMS’ preliminary indication to the State was that the enhanced (newly eligible) FMAP would not be 
available for the first 36,500 HIP enrollees.  In November 17, 2010 correspondence, the State 
demonstrated that HIP did not provide a full benchmark benefit package, which would make all HIP 
enrollees newly eligible.  CMS has not yet provided an official response to this correspondence.  If CMS 
does not allow all HIP enrollees to receive the enhanced FMAP, there would be an additional cost to the 
State, estimated at $575 million.  This cost is not included in any of the tables or enclosures included with 
this document. 
 
 
KEY ASSUMPTIONS 
 


• Implementation of expansion on January 1, 2014. 
 


• Prior HIP participants will be considered newly eligible and subject to the enhanced FMAP. 
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• Assumed that pregnant women above 150% FPL and breast and cervical cancer patients above 
138% of FPL would be transferred to the Exchange.  Due to guaranteed issue and the availability 
of subsidies, these individuals should be eligible for premium tax credits in the Exchange. 
 


• No changes were assumed for Medicare eligible populations.  Under current programs, Medicaid 
recipients under 138% of FPL are eligible for Medicaid or partial Medicaid (premium and wrap-
around coverage), assuming they also meet asset requirements. 
 


 
DATA RELIANCE 
 
Milliman relied upon Medicaid enrollment data and claims data paid through June 30, 2012, as provided 
by the fiscal agent, HP.  The data was reviewed for reasonableness and consistency, but accepted without 
audit. 
 
Additional Medicaid enrollment estimates from the uninsured population and crowd-out from the 
employer sponsored insurance and individual health insurance markets were developed based on Calendar 
Year 2010 American Community Survey data for Indiana, 2010 Supplemental Health Exhibit data, and 
the SHADAC Indiana health insurance analysis.  Estimates reflect Indiana residents under age 65, 
excluding Medicare eligibles and college students. 
 
Projected administrative costs were provided by the State, with assistance provided by Ikaso Consulting. 


 
 ♦ ♦ ♦ ♦  


 
Guidelines issued by the American Academy of Actuaries require actuaries to include their professional 
qualifications in all actuarial communications.  I am a member of the American Academy of Actuaries, 
and I meet the qualification standards for performing the analyses in this report. 


 
If you have any questions or comments regarding the enclosed information, please contact me at 
(317) 524-3512. 
 
Sincerely,  
 
 
 
Robert M. Damler, FSA, MAAA     
Principal and Consulting Actuary 
 
RMD/sds 
Enclosures    







 


 
 
 


T:\2012\IMP\3.499-IMP03\Affordable Care Act Fiscal Impact Update - September 2012 v3.docx 


 


ENCLOSURE 1  







Confidential Draft - For Internal Discussion Only 9/18/2012


8:00 AM


STATE OF INDIANA


Family and Social Services Administration


Health Care Reform Projection - Affordable Care Act


No Medicaid Expansion (Woodwork Only)


(Values in Millions)


SFY 2014 - 


EXPENDITURES SFY 2014 SFY 2015 SFY 2016 SFY 2017 SFY 2018 SFY 2019 SFY 2020 SFY2020


Medicaid
Total (State and Federal) $8,230.2 $8,612.1 $9,063.5 $9,540.9 $10,045.8 $10,580.1 $11,145.4 $67,218.0


Federal Funds $5,420.1 $5,699.6 $6,089.7 $6,410.5 $6,749.8 $7,108.8 $7,488.6 $44,967.1


State Funds $2,810.2 $2,912.5 $2,973.7 $3,130.4 $3,296.0 $3,471.3 $3,656.8 $22,250.9


CHIP
Total (State and Federal) $156.5 $167.3 $175.7 $184.5 $193.7 $203.4 $213.6 $1,294.6


Federal Funds $120.5 $128.9 $135.3 $142.1 $149.2 $156.6 $164.5 $997.1


State Funds $36.0 $38.5 $40.4 $42.4 $44.5 $46.7 $49.1 $297.5


Healthy Indiana Plan $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0


Administration
Total (State and Federal) $167.5 $171.9 $179.6 $187.5 $195.9 $204.6 $213.7 $1,320.6


Federal Funds $83.7 $86.0 $89.8 $93.8 $97.9 $102.3 $106.8 $660.3


State Funds $83.7 $86.0 $89.8 $93.8 $97.9 $102.3 $106.8 $660.3


All Programs
Total (State and Federal) $8,554.2 $8,951.3 $9,418.7 $9,912.9 $10,435.4 $10,988.1 $11,572.6 $69,833.3


Federal Funds $5,624.3 $5,914.4 $6,314.8 $6,646.4 $6,996.9 $7,367.7 $7,759.9 $46,624.5


State Funds $2,929.9 $3,036.9 $3,103.9 $3,266.5 $3,438.5 $3,620.4 $3,812.7 $23,208.7


Parents / Children: No Medicaid Expansion - Estimated Participation
Uninsured (State and Federal)


Children $33.7 $67.0 $72.2 $75.8 $79.6 $83.6 $87.7 $499.6


Parents $22.6 $44.8 $48.3 $50.7 $53.2 $55.9 $58.7 $334.2


Insured (State and Federal)


Children $58.7 $116.7 $125.7 $132.0 $138.6 $145.6 $152.8 $870.2


Parents $8.4 $16.8 $18.1 $19.0 $19.9 $20.9 $22.0 $125.2


Uninsured (Federal)


Children $22.6 $45.0 $48.5 $50.9 $53.5 $56.1 $58.9 $335.6


Parents $15.2 $30.1 $32.4 $34.1 $35.8 $37.6 $39.4 $224.5


Insured (Federal)


Children $39.5 $78.4 $84.5 $88.7 $93.1 $97.8 $102.7 $584.7


Parents $5.7 $11.3 $12.2 $12.8 $13.4 $14.1 $14.8 $84.1


Uninsured (State)


Children $11.1 $22.0 $23.7 $24.9 $26.1 $27.4 $28.8 $163.9


Parents $7.4 $14.7 $15.8 $16.6 $17.5 $18.3 $19.3 $109.6


Insured (State)


Children $19.3 $38.3 $41.3 $43.3 $45.5 $47.8 $50.1 $285.5


Parents $2.8 $5.5 $5.9 $6.2 $6.5 $6.9 $7.2 $41.1
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STATE OF INDIANA


Family and Social Services Administration


Health Care Reform Projection - Affordable Care Act


No Medicaid Expansion (Woodwork Only)


(Values in Millions)


SFY 2014 - 


EXPENDITURES SFY 2014 SFY 2015 SFY 2016 SFY 2017 SFY 2018 SFY 2019 SFY 2020 SFY2020


Foster Children Increase $4.4 $9.2 $9.7 $10.2 $10.7 $11.2 $11.8 $67.1


Federal Funds $2.9 $6.2 $6.5 $6.8 $7.2 $7.5 $7.9 $45.1


State Funds $1.4 $3.0 $3.2 $3.3 $3.5 $3.7 $3.9 $22.0


Breast & Cervical Cancer ($0.3) ($0.5) ($0.6) ($0.6) ($0.6) ($0.6) ($0.6) ($3.8)


Federal Funds ($0.2) ($0.4) ($0.4) ($0.4) ($0.4) ($0.4) ($0.5) ($2.7)


State Funds ($0.1) ($0.2) ($0.2) ($0.2) ($0.2) ($0.2) ($0.2) ($1.1)


Pregnant Women (>150%) ($8.0) ($16.8) ($17.6) ($18.5) ($19.4) ($20.4) ($21.4) ($122.2)


Federal Funds ($5.4) ($11.3) ($11.8) ($12.4) ($13.1) ($13.7) ($14.4) ($82.1)


State Funds ($2.6) ($5.5) ($5.8) ($6.1) ($6.4) ($6.7) ($7.0) ($40.1)


CHIP Program (Enhanced FMAP) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0


Federal Funds $0.0 $0.0 $30.3 $42.4 $44.5 $46.7 $12.3 $176.2


State Funds $0.0 $0.0 ($30.3) ($42.4) ($44.5) ($46.7) ($12.3) ($176.2)


Health Insurance Tax $24.8 $49.5 $53.4 $56.5 $59.8 $63.3 $67.1 $374.4


Federal Funds $16.7 $33.3 $35.9 $38.0 $40.2 $42.6 $45.1 $251.6


State Funds $8.1 $16.2 $17.5 $18.5 $19.6 $20.8 $22.0 $122.8


Administrative Expenses $42.3 $23.9 $21.8 $22.5 $23.2 $23.9 $24.6 $182.2


Federal Funds $22.6 $12.9 $11.8 $12.1 $12.5 $12.9 $13.2 $98.1


State Funds $19.7 $11.0 $10.1 $10.4 $10.7 $11.0 $11.3 $84.2


All Programs - After Expansion
Total (State and Federal) $8,741.0 $9,262.0 $9,749.7 $10,260.5 $10,800.4 $11,371.4 $11,975.2 $72,160.1


Federal Funds $5,744.0 $6,120.0 $6,564.6 $6,919.3 $7,283.6 $7,668.8 $8,039.4 $48,339.7


State Funds $2,997.0 $3,142.0 $3,185.1 $3,341.2 $3,516.8 $3,702.6 $3,935.8 $23,820.5


All Programs - Fiscal Impact
Total (State and Federal) $186.8 $310.7 $331.0 $347.6 $365.0 $383.3 $402.6 $2,326.9


Federal Funds $119.7 $205.6 $249.8 $272.9 $286.7 $301.1 $279.5 $1,715.2


State Funds $67.1 $105.1 $81.2 $74.6 $78.4 $82.2 $123.1 $611.7
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STATE OF INDIANA


Family and Social Services Administration


Health Care Reform Projection - Affordable Care Act


Medicaid Expansion to 100% FPL with Estimated Participation


(Values in Millions)


SFY 2014 - 


EXPENDITURES SFY 2014 SFY 2015 SFY 2016 SFY 2017 SFY 2018 SFY 2019 SFY 2020 SFY2020


Medicaid
Total (State and Federal) $8,230.2 $8,612.1 $9,063.5 $9,540.9 $10,045.8 $10,580.1 $11,145.4 $67,218.0


Federal Funds $5,420.1 $5,699.6 $6,089.7 $6,410.5 $6,749.8 $7,108.8 $7,488.6 $44,967.1


State Funds $2,810.2 $2,912.5 $2,973.7 $3,130.4 $3,296.0 $3,471.3 $3,656.8 $22,250.9


CHIP
Total (State and Federal) $156.5 $167.3 $175.7 $184.5 $193.7 $203.4 $213.6 $1,294.6


Federal Funds $120.5 $128.9 $135.3 $142.1 $149.2 $156.6 $164.5 $997.1


State Funds $36.0 $38.5 $40.4 $42.4 $44.5 $46.7 $49.1 $297.5


Healthy Indiana Plan $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0


Administration
Total (State and Federal) $167.5 $171.9 $179.6 $187.5 $195.9 $204.6 $213.7 $1,320.6


Federal Funds $83.7 $86.0 $89.8 $93.8 $97.9 $102.3 $106.8 $660.3


State Funds $83.7 $86.0 $89.8 $93.8 $97.9 $102.3 $106.8 $660.3


All Programs
Total (State and Federal) $8,554.2 $8,951.3 $9,418.7 $9,912.9 $10,435.4 $10,988.1 $11,572.6 $69,833.3


Federal Funds $5,624.3 $5,914.4 $6,314.8 $6,646.4 $6,996.9 $7,367.7 $7,759.9 $46,624.5


State Funds $2,929.9 $3,036.9 $3,103.9 $3,266.5 $3,438.5 $3,620.4 $3,812.7 $23,208.7


Parents / Adults / Children (< 100% FPL) - Estimated Participation
Uninsured (State and Federal)


Children $33.7 $67.0 $72.2 $75.8 $79.6 $83.6 $87.7 $499.6


Parents / Adults $556.4 $1,166.0 $1,225.5 $1,286.8 $1,351.1 $1,418.7 $1,489.6 $8,494.0


Insured (State and Federal)


Children $58.7 $116.7 $125.7 $132.0 $138.6 $145.6 $152.8 $870.2


Parents / Adults $166.4 $348.5 $366.4 $384.8 $404.0 $424.2 $445.4 $2,539.7


Uninsured (Federal)


Children $22.6 $45.0 $48.5 $50.9 $53.5 $56.1 $58.9 $335.6


Parents / Adults $549.0 $1,151.3 $1,209.7 $1,239.2 $1,262.3 $1,311.7 $1,348.7 $8,071.9


Insured (Federal)


Children $39.5 $78.4 $84.5 $88.7 $93.1 $97.8 $102.7 $584.7


Parents / Adults $163.7 $343.0 $360.5 $369.4 $376.3 $391.1 $402.2 $2,406.2


Uninsured (State)


Children $11.1 $22.0 $23.7 $24.9 $26.1 $27.4 $28.8 $163.9


Parents / Adults $7.4 $14.7 $15.8 $47.5 $88.8 $106.9 $140.9 $422.1


Insured (State)


Children $19.3 $38.3 $41.3 $43.3 $45.5 $47.8 $50.1 $285.5


Parents / Adults $2.8 $5.5 $5.9 $15.4 $27.7 $33.1 $43.2 $133.5


Milliman, Inc. Page 1 







Confidential Draft - For Internal Discussion Only 9/18/2012


8:00 AM


STATE OF INDIANA


Family and Social Services Administration


Health Care Reform Projection - Affordable Care Act


Medicaid Expansion to 100% FPL with Estimated Participation


(Values in Millions)


SFY 2014 - 


EXPENDITURES SFY 2014 SFY 2015 SFY 2016 SFY 2017 SFY 2018 SFY 2019 SFY 2020 SFY2020


Foster Children Increase $4.4 $9.2 $9.7 $10.2 $10.7 $11.2 $11.8 $67.1


Federal Funds $2.9 $6.2 $6.5 $6.8 $7.2 $7.5 $7.9 $45.1


State Funds $1.4 $3.0 $3.2 $3.3 $3.5 $3.7 $3.9 $22.0


Breast & Cervical Cancer ($0.3) ($0.5) ($0.6) ($0.6) ($0.6) ($0.7) ($0.7) ($4.0)


Federal Funds $3.2 $6.6 $6.9 $6.5 $5.7 $5.7 $5.2 $39.7


State Funds ($3.4) ($7.1) ($7.5) ($7.1) ($6.4) ($6.3) ($5.9) ($43.7)


Pregnant Women (>150%) ($8.0) ($16.8) ($17.6) ($18.5) ($19.4) ($20.4) ($21.4) ($122.2)


Federal Funds ($5.4) ($11.3) ($11.8) ($12.4) ($13.1) ($13.7) ($14.4) ($82.1)


State Funds ($2.6) ($5.5) ($5.8) ($6.1) ($6.4) ($6.7) ($7.0) ($40.1)


CHIP Program (Enhanced FMAP) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0


Federal Funds $0.0 $0.0 $30.3 $42.4 $44.5 $46.7 $12.3 $176.2


State Funds $0.0 $0.0 ($30.3) ($42.4) ($44.5) ($46.7) ($12.3) ($176.2)


Health Insurance Tax $41.7 $86.4 $91.3 $96.4 $101.7 $107.3 $113.2 $637.9


Federal Funds $33.6 $69.9 $73.8 $76.8 $79.8 $83.7 $87.3 $504.9


State Funds $8.1 $16.5 $17.5 $19.5 $21.9 $23.6 $25.9 $133.0


Phys Fee Schedule Inc (80% Medicare) $163.9 $353.9 $365.0 $380.5 $398.0 $418.7 $440.4 $2,520.5


Federal Funds $128.5 $277.3 $288.3 $298.2 $307.9 $322.4 $333.4 $1,956.0


State Funds $35.5 $76.6 $76.7 $82.4 $90.1 $96.2 $107.0 $564.5


Administrative Expenses $88.2 $76.4 $68.8 $70.9 $73.0 $75.2 $77.5 $530.0


Federal Funds $47.3 $40.7 $36.9 $38.0 $39.1 $40.3 $41.5 $283.7


State Funds $40.9 $35.7 $32.0 $32.9 $33.9 $34.9 $36.0 $246.2


All Programs - After Expansion
Total (State and Federal) $9,659.4 $11,158.2 $11,725.2 $12,331.1 $12,972.0 $13,651.3 $14,368.9 $85,866.1


Federal Funds $6,609.2 $7,921.7 $8,448.8 $8,850.8 $9,253.2 $9,717.1 $10,145.6 $60,946.5


State Funds $3,050.2 $3,236.5 $3,276.4 $3,480.2 $3,718.8 $3,934.2 $4,223.3 $24,919.6


All Programs - Fiscal Impact
Total (State and Federal) $1,105.2 $2,206.9 $2,306.5 $2,418.2 $2,536.6 $2,663.2 $2,796.3 $16,032.8


Federal Funds $984.9 $2,007.3 $2,134.0 $2,204.5 $2,256.3 $2,349.4 $2,385.7 $14,322.0


State Funds $120.3 $199.6 $172.5 $213.7 $280.3 $313.9 $410.6 $1,710.9
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STATE OF INDIANA


Family and Social Services Administration


Health Care Reform Projection - Affordable Care Act


Medicaid Expansion to 138% FPL with Estimated Participation


(Values in Millions)


SFY 2014 - 


EXPENDITURES SFY 2014 SFY 2015 SFY 2016 SFY 2017 SFY 2018 SFY 2019 SFY 2020 SFY2020


Medicaid
Total (State and Federal) $8,230.2 $8,612.1 $9,063.5 $9,540.9 $10,045.8 $10,580.1 $11,145.4 $67,218.0


Federal Funds $5,420.1 $5,699.6 $6,089.7 $6,410.5 $6,749.8 $7,108.8 $7,488.6 $44,967.1


State Funds $2,810.2 $2,912.5 $2,973.7 $3,130.4 $3,296.0 $3,471.3 $3,656.8 $22,250.9


CHIP
Total (State and Federal) $156.5 $167.3 $175.7 $184.5 $193.7 $203.4 $213.6 $1,294.6


Federal Funds $120.5 $128.9 $135.3 $142.1 $149.2 $156.6 $164.5 $997.1


State Funds $36.0 $38.5 $40.4 $42.4 $44.5 $46.7 $49.1 $297.5


Healthy Indiana Plan $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0


Administration
Total (State and Federal) $167.5 $171.9 $179.6 $187.5 $195.9 $204.6 $213.7 $1,320.6


Federal Funds $83.7 $86.0 $89.8 $93.8 $97.9 $102.3 $106.8 $660.3


State Funds $83.7 $86.0 $89.8 $93.8 $97.9 $102.3 $106.8 $660.3


All Programs
Total (State and Federal) $8,554.2 $8,951.3 $9,418.7 $9,912.9 $10,435.4 $10,988.1 $11,572.6 $69,833.3


Federal Funds $5,624.3 $5,914.4 $6,314.8 $6,646.4 $6,996.9 $7,367.7 $7,759.9 $46,624.5


State Funds $2,929.9 $3,036.9 $3,103.9 $3,266.5 $3,438.5 $3,620.4 $3,812.7 $23,208.7


Parents / Adults / Children (< 138% FPL) - Estimated Participation
Uninsured (State and Federal)


Children $33.7 $67.0 $72.2 $75.8 $79.6 $83.6 $87.7 $499.6


Parents / Adults $804.9 $1,687.7 $1,773.3 $1,858.9 $1,951.0 $2,044.9 $2,146.5 $12,267.2


Insured (State and Federal)


Children $58.7 $116.7 $125.7 $132.0 $138.6 $145.6 $152.8 $870.2


Parents / Adults $285.2 $597.9 $628.3 $658.2 $690.7 $723.5 $759.4 $4,343.1


Uninsured (Federal)


Children $22.6 $45.0 $48.5 $50.9 $53.5 $56.1 $58.9 $335.6


Parents / Adults $797.5 $1,673.0 $1,757.5 $1,797.1 $1,829.1 $1,897.3 $1,949.8 $11,701.2


Insured (Federal)


Children $39.5 $78.4 $84.5 $88.7 $93.1 $97.8 $102.7 $584.7


Parents / Adults $282.4 $592.4 $622.3 $636.0 $647.3 $671.0 $689.5 $4,140.8


Uninsured (State)


Children $11.1 $22.0 $23.7 $24.9 $26.1 $27.4 $28.8 $163.9


Parents / Adults $7.4 $14.7 $15.8 $61.8 $121.8 $147.6 $196.7 $566.0


Insured (State)


Children $19.3 $38.3 $41.3 $43.3 $45.5 $47.8 $50.1 $285.5


Parents / Adults $2.8 $5.5 $5.9 $22.2 $43.4 $52.5 $69.9 $202.3
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STATE OF INDIANA


Family and Social Services Administration


Health Care Reform Projection - Affordable Care Act


Medicaid Expansion to 138% FPL with Estimated Participation


(Values in Millions)


SFY 2014 - 


EXPENDITURES SFY 2014 SFY 2015 SFY 2016 SFY 2017 SFY 2018 SFY 2019 SFY 2020 SFY2020


Foster Children Increase $4.4 $9.2 $9.7 $10.2 $10.7 $11.2 $11.8 $67.1


Federal Funds $2.9 $6.2 $6.5 $6.8 $7.2 $7.5 $7.9 $45.1


State Funds $1.4 $3.0 $3.2 $3.3 $3.5 $3.7 $3.9 $22.0


Breast & Cervical Cancer ($0.3) ($0.5) ($0.6) ($0.6) ($0.6) ($0.7) ($0.7) ($4.0)


Federal Funds $3.2 $6.6 $6.9 $6.5 $5.7 $5.7 $5.2 $39.7


State Funds ($3.4) ($7.1) ($7.5) ($7.1) ($6.4) ($6.3) ($5.9) ($43.7)


Pregnant Women (>150%) ($8.0) ($16.8) ($17.6) ($18.5) ($19.4) ($20.4) ($21.4) ($122.2)


Federal Funds ($5.4) ($11.3) ($11.8) ($12.4) ($13.1) ($13.7) ($14.4) ($82.1)


State Funds ($2.6) ($5.5) ($5.8) ($6.1) ($6.4) ($6.7) ($7.0) ($40.1)


CHIP Program (Enhanced FMAP) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0


Federal Funds $0.0 $0.0 $30.3 $42.4 $44.5 $46.7 $12.3 $176.2


State Funds $0.0 $0.0 ($30.3) ($42.4) ($44.5) ($46.7) ($12.3) ($176.2)


Health Insurance Tax $50.8 $105.6 $111.5 $117.4 $123.7 $130.3 $137.4 $776.7


Federal Funds $42.7 $89.1 $94.0 $97.4 $100.6 $105.2 $109.4 $638.4


State Funds $8.1 $16.5 $17.5 $20.1 $23.1 $25.1 $28.0 $138.3


Phys Fee Schedule Inc (80% Medicare) $192.8 $414.5 $428.6 $447.3 $468.2 $492.3 $517.8 $2,961.5


Federal Funds $157.3 $337.9 $351.9 $363.3 $374.2 $391.3 $404.2 $2,380.1


State Funds $35.5 $76.6 $76.7 $84.0 $94.0 $101.0 $113.6 $581.4


Administrative Expenses $117.5 $102.7 $95.8 $98.7 $101.7 $104.7 $107.8 $729.0


Federal Funds $63.2 $54.9 $51.4 $52.9 $54.5 $56.2 $57.9 $391.1


State Funds $54.3 $47.8 $44.4 $45.7 $47.1 $48.5 $50.0 $337.9


All Programs - After Expansion
Total (State and Federal) $10,094.0 $12,035.4 $12,645.6 $13,292.3 $13,979.5 $14,703.0 $15,471.7 $92,221.5


Federal Funds $7,030.3 $8,786.8 $9,356.8 $9,775.9 $10,193.6 $10,688.7 $11,143.2 $66,975.4


State Funds $3,063.7 $3,248.6 $3,288.8 $3,516.4 $3,785.8 $4,014.3 $4,328.5 $25,246.1


All Programs - Fiscal Impact
Total (State and Federal) $1,539.8 $3,084.1 $3,226.9 $3,379.4 $3,544.1 $3,715.0 $3,899.0 $22,388.2


Federal Funds $1,406.0 $2,872.3 $3,042.0 $3,129.6 $3,196.7 $3,321.0 $3,383.3 $20,350.9


State Funds $133.8 $211.7 $184.9 $249.9 $347.4 $393.9 $515.8 $2,037.3
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STATE OF INDIANA


Family and Social Services Administration


Health Care Reform Projection - Affordable Care Act


Medicaid Expansion to 138% FPL with Full Participation


(Values in Millions)


SFY 2014 - 


EXPENDITURES SFY 2014 SFY 2015 SFY 2016 SFY 2017 SFY 2018 SFY 2019 SFY 2020 SFY2020


Medicaid
Total (State and Federal) $8,230.2 $8,612.1 $9,063.5 $9,540.9 $10,045.8 $10,580.1 $11,145.4 $67,218.0


Federal Funds $5,420.1 $5,699.6 $6,089.7 $6,410.5 $6,749.8 $7,108.8 $7,488.6 $44,967.1


State Funds $2,810.2 $2,912.5 $2,973.7 $3,130.4 $3,296.0 $3,471.3 $3,656.8 $22,250.9


CHIP
Total (State and Federal) $156.5 $167.3 $175.7 $184.5 $193.7 $203.4 $213.6 $1,294.6


Federal Funds $120.5 $128.9 $135.3 $142.1 $149.2 $156.6 $164.5 $997.1


State Funds $36.0 $38.5 $40.4 $42.4 $44.5 $46.7 $49.1 $297.5


Healthy Indiana Plan $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0


Administration
Total (State and Federal) $167.5 $171.9 $179.6 $187.5 $195.9 $204.6 $213.7 $1,320.6


Federal Funds $83.7 $86.0 $89.8 $93.8 $97.9 $102.3 $106.8 $660.3


State Funds $83.7 $86.0 $89.8 $93.8 $97.9 $102.3 $106.8 $660.3


All Programs
Total (State and Federal) $8,554.2 $8,951.3 $9,418.7 $9,912.9 $10,435.4 $10,988.1 $11,572.6 $69,833.3


Federal Funds $5,624.3 $5,914.4 $6,314.8 $6,646.4 $6,996.9 $7,367.7 $7,759.9 $46,624.5


State Funds $2,929.9 $3,036.9 $3,103.9 $3,266.5 $3,438.5 $3,620.4 $3,812.7 $23,208.7


Parents / Adults / Children (< 138% FPL) - Full Participation
Uninsured (State and Federal)


Children $50.0 $105.0 $105.4 $110.8 $116.2 $122.0 $128.0 $728.5


Parents / Adults $965.5 $2,063.3 $2,101.2 $2,204.8 $2,313.0 $2,425.0 $2,544.2 $14,529.8


Insured (State and Federal)


Children $80.7 $168.2 $170.7 $179.4 $188.2 $197.7 $207.4 $1,180.4


Parents / Adults $480.9 $1,055.7 $1,027.9 $1,079.9 $1,132.0 $1,186.8 $1,244.2 $7,101.2


Uninsured (Federal)


Children $33.6 $70.6 $70.8 $74.4 $78.1 $82.0 $86.0 $489.5


Parents / Adults $958.1 $2,048.6 $2,085.3 $2,134.4 $2,171.2 $2,252.7 $2,313.7 $13,877.2


Insured (Federal)


Children $54.2 $113.0 $114.7 $120.6 $126.5 $132.8 $139.3 $584.7


Parents / Adults $478.1 $1,050.2 $1,022.0 $1,047.1 $1,064.2 $1,104.2 $1,133.1 $6,793.2


Uninsured (State)


Children $16.4 $34.5 $34.6 $36.3 $38.1 $40.0 $42.0 $241.9


Parents / Adults $7.4 $14.7 $15.8 $70.5 $141.8 $172.3 $230.5 $653.0


Insured (State)


Children $26.5 $55.2 $56.0 $58.9 $61.8 $64.9 $68.0 $391.2


Parents / Adults $2.8 $5.5 $5.9 $32.8 $67.7 $82.7 $111.1 $308.4
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STATE OF INDIANA


Family and Social Services Administration


Health Care Reform Projection - Affordable Care Act


Medicaid Expansion to 138% FPL with Full Participation


(Values in Millions)


SFY 2014 - 


EXPENDITURES SFY 2014 SFY 2015 SFY 2016 SFY 2017 SFY 2018 SFY 2019 SFY 2020 SFY2020


Foster Children Increase $4.4 $9.2 $9.7 $10.2 $10.7 $11.2 $11.8 $67.1


Federal Funds $2.9 $6.2 $6.5 $6.8 $7.2 $7.5 $7.9 $45.1


State Funds $1.4 $3.0 $3.2 $3.3 $3.5 $3.7 $3.9 $22.0


Breast & Cervical Cancer ($0.3) ($0.5) ($0.6) ($0.6) ($0.6) ($0.7) ($0.7) ($4.0)


Federal Funds $3.2 $6.6 $6.9 $6.5 $5.7 $5.7 $5.2 $39.7


State Funds ($3.4) ($7.1) ($7.5) ($7.1) ($6.4) ($6.3) ($5.9) ($43.7)


Pregnant Women (>150%) ($8.0) ($16.8) ($17.6) ($18.5) ($19.4) ($20.4) ($21.4) ($122.2)


Federal Funds ($5.4) ($11.3) ($11.8) ($12.4) ($13.1) ($13.7) ($14.4) ($82.1)


State Funds ($2.6) ($5.5) ($5.8) ($6.1) ($6.4) ($6.7) ($7.0) ($40.1)


CHIP Program (Enhanced FMAP) $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0


Federal Funds $0.0 $0.0 $30.3 $42.4 $44.5 $46.7 $12.3 $176.2


State Funds $0.0 $0.0 ($30.3) ($42.4) ($44.5) ($46.7) ($12.3) ($176.2)


Health Insurance Tax $60.4 $128.9 $131.9 $138.9 $146.3 $154.0 $162.1 $922.5


Federal Funds $52.2 $111.7 $113.7 $117.7 $121.3 $126.7 $131.5 $774.8


State Funds $8.2 $17.2 $18.1 $21.2 $25.0 $27.3 $30.7 $147.7


Phys Fee Schedule Inc (80% Medicare) $221.5 $475.2 $492.0 $513.9 $538.0 $565.7 $594.8 $3,401.0


Federal Funds $185.2 $396.5 $413.3 $426.2 $438.4 $458.0 $472.8 $2,790.4


State Funds $36.4 $78.6 $78.7 $87.6 $99.7 $107.7 $121.9 $610.6


Administrative Expenses $148.7 $130.7 $124.5 $128.3 $132.1 $136.1 $140.2 $940.6


Federal Funds $80.1 $70.0 $66.8 $68.9 $70.9 $73.0 $75.2 $505.0


State Funds $68.6 $60.7 $57.7 $59.4 $61.2 $63.0 $64.9 $435.5


All Programs - After Expansion
Total (State and Federal) $10,558.1 $13,070.2 $13,563.7 $14,260.0 $14,991.8 $15,765.4 $16,583.1 $98,792.4


Federal Funds $7,466.6 $9,776.6 $10,233.3 $10,678.9 $11,111.9 $11,643.3 $12,122.5 $73,033.1


State Funds $3,091.6 $3,293.6 $3,330.4 $3,581.1 $3,879.9 $4,122.1 $4,460.6 $25,759.3


All Programs - Fiscal Impact
Total (State and Federal) $2,003.9 $4,118.9 $4,145.0 $4,347.1 $4,556.4 $4,777.3 $5,010.5 $28,959.1


Federal Funds $1,842.2 $3,862.1 $3,918.5 $4,032.6 $4,115.0 $4,275.6 $4,362.6 $26,408.6


State Funds $161.7 $256.7 $226.5 $314.6 $441.4 $501.7 $647.9 $2,550.5
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State of Indiana


Family and Social Services Administration


SFY 2015 Enrollment Projections Under ACA Expansion Scenarios


SFY 2015 SFY 2015


Projected Full


Pre-ACA Projection Enrollment Enrollment


Current Programs


Medicaid 1,025,000         1,025,000         


CHIP 88,000              88,000              


Total Projected Medicaid Enrollment 1,113,000         1,113,000         


No Medicaid Expansion


Additional Enrollment from those already Eligible (Woodwork)


Children 77,000              106,000            


Parents 14,000              16,000              


Other Enrollment Changes


Foster Child Expansion 5,000               5,000               


Pregnant Women Over 150% FPL (4,000)              (4,000)              


Total Additional Enrollment with No Expansion 92,000              123,000            


Total Projected Medicaid Population with No Expansion 1,205,000         1,236,000         


Medicaid Expansion to 100% FPL


Currently Uninsured 


Parents 66,000              75,000              


Childless Adults 151,000            185,000            


Currently Insured Population (Crowd-out)


Parents 24,000              32,000              


Childless Adults 36,000              71,000              


Total Additional Enrollment from Expansion to 100% FPL 277,000            363,000            


Total Projected Medicaid Population After Expansion to 100% FPL 1,482,000         1,599,000         


Medicaid Expansion to 138% FPL


Currently Uninsured 


Parents 43,000              49,000              


Childless Adults 60,000              74,000              


Currently Insured Population (Crowd-out)


Parents 32,000              43,000              


Childless Adults 15,000              30,000              


Total Additional Enrollment from Expansion to 138% FPL 150,000            196,000            


Total Projected Medicaid Population After Expansion to 138% FPL 1,632,000         1,795,000         
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ABSTRACT


In the wake of a 2012 Supreme Court ruling, states face complex decisions con-
cerning whether to expand Medicaid coverage as specified in the Affordable Care 
Act (ACA). With the federal government no longer able to coerce expansion, states 
must base their decisions on subjective value judgments that will vary from state 
to state, incorporating each state’s unique budgetary circumstances, the needs of 
its uninsured population, and the incentives established by interactions between 
the ACA’s provisions. A first important consideration is that states face substantial 
near-term Medicaid cost increases irrespective of coverage expansion decisions. 
Second, unless federal subsidies for health exchanges are reduced substantially 
relative to current law, states face a common incentive to decline to cover child-
less adults with incomes above the federal poverty level under Medicaid. Third, 
states face more complicated decisions over whether to cover childless adults with 
incomes below this level under Medicaid, though a recent Department of Health 
and Human Services announcement weakens their incentives to do so. States must 
also factor in the strong likelihood that future federal support for Medicaid will be 
constrained relative to current law projections. Many states will thus find it prudent 
to defer their decision-making for as long as possible.


JEL codes: I11, I13, I18
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I. INTRODUCTION: MEDICAID BEFORE THE AFFORDABLE CARE ACT


One of the primary objectives of the comprehensive health reform legisla-
tion enacted in 2010 (the Affordable Care Act, or ACA) was to considerably 
expand US health insurance coverage and to subsidize that expansion with 


federal funds. Federal lawmakers chose the preexisting Medicaid program as the 
ACA’s main vehicle of expanding both coverage and subsidies for the previously 
uninsured poor.


Medicaid is a complex amalgam of federal and state government activity. The 
program is established in federal law while state participation is technically 
optional, though all states participate. Federal law establishes minimum standards 
for the health insurance coverage individuals must receive under state Medicaid 
plans, as well as certain individual participant eligibility criteria. The law has long 
mandated that participating states cover specific needy and vulnerable popula-
tions, while expressly giving states the option of covering others. Mandatory cov-
erage populations have included “pregnant women and children under age 6 with 
family incomes at or below 133% FPL [the federal poverty limit], children ages 6 
through 18 with family incomes at or below 100% FPL, parents and caretaker rela-
tives who meet the financial eligibility requirements for the former AFDC (cash 
assistance) program, and elderly and disabled people who qualify for Supplemental 
Security Income benefits based on low income and resources.”1 Optional coverage 
populations have included many in these same demographic groups but with higher 
incomes, as well as certain “medically needy” individuals, among others.2 Notable 


1. Henry J. Kaiser Family Foundation, “A Guide to the Supreme Court’s Affordable Care Act Decision,” 
July 2012, http://www.kff.org/healthreform/upload/8332.pdf. See also Kaiser Commission on 
Medicaid and the Uninsured (Kaiser Commission), “Federal Core Requirements and State Options in 
Medicaid,” April 2011, http://www.kff.org/medicaid/upload/8174.pdf; Social Security Act, 42 U.S.C. 
§ 1396a, “State Plans for Medical Assistance,” http://ssa.gov/OP_Home/ssact/title19/1902.htm#act 
-1902-a-10-a-i. Most federal publications appear to refer to the FPL as the federal poverty level, as at 
http://aspe.hhs.gov/poverty/11poverty.shtml; the word “limit” is used here (and later in this study) 
because it appears as part of a quotation.


2. Kaiser Commission, “Federal Core Requirements.” See also Social Security Act, “State Plans for 
Medical Assistance”; Social Security Act, 42 U.S.C. § 1396b, “Payment to States,” http://ssa.gov/OP 
_Home/ssact/title19/1903.htm; and Social Security Act, 42 U.S.C. § 1396d, “Definitions,” http://ssa 
.gov/OP_Home/ssact/title19/1905.htm.
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absences from these covered populations historically have included many childless 
adults below or near the FPL.


Federal Medicaid law prescribes minimum benefit and eligibility standards for 
each state Medicaid plan, leaving it to the federal secretary of Health and Human 
Services (HHS) to determine whether a state is in compliance with them. The fed-
eral government has provided financing for compliant state Medicaid plans accord-
ing to a statutory formula known as the Federal Medical Assistance Percentage 
(FMAP). In sum, the Medicaid program is a complex partnership in which states 
receive funding support from the federal government, and this funding comes to the 
states with a complicated set of federal stipulations and requirements. 


The FMAP varies by state and is a function of average individual income levels 
within each one; the lower the per capita income within the state, the greater the 
proportion of federal assistance. The statute has also specified that no state’s FMAP 
can be lower than 50 percent or higher than 83 percent of applicable Medicaid costs. 
Historically, the federal government has picked up 57 percent of Medicaid costs on 
average, with states financing the remaining 43 percent.3 The federal share was tem-
porarily increased in 2009 stimulus legislation that provided substantial short-term 
federal assistance to the states.4 FMAPs as of fiscal year 2008 are shown in table 1.


If a state fails to comply with federal Medicaid law’s benefit and eligibility 
requirements, the HHS secretary is empowered to cut off federal financing sup-
port. Specifically, the law states that “the Secretary shall notify such State agency 
that further payments will not be made to the State . . . until the Secretary is satisfied 
that there will no longer be any such failure to comply. Until he is satisfied he shall 
make no further payments to such State.”5 


Despite the general applicability of federal law’s basic Medicaid eligibility cri-
teria, coverage levels have varied significantly from state to state. This is not only 
because of each state’s statutory flexibility to cover those in “optional” coverage 
categories, but because other aspects of Medicaid law have permitted states to 
somewhat tailor their degree of coverage to their respective policy preferences. 
Section 1115 of the Social Security Act, for example, allows the HHS secretary to 
waive the eligibility parameters of general Medicaid law if he concludes that doing 
so is “likely to assist in promoting the objectives” of Medicaid.6  Many states have 


3. Centers for Medicare & Medicaid Services (CMS), “2011 Actuarial Report on the Financial Outlook for 
Medicaid,” https://www.cms.gov/Research-Statistics-Data-and-Systems/Research/ActuarialStudies 
/downloads/MedicaidReport2011.pdf. There are separate FMAP rates for administrative costs. See 
Kaiser Commission, “Medicaid Financing: An Overview of the Federal Medicaid Matching Rate 
(FMAP),”September 2012, http://www.kff.org/medicaid/upload/8352.pdf.


4. American Recovery and Reinvestment Act of 2009, § 5001, 111th Cong. (2009), http://www.gpo.gov 
/fdsys/pkg/BILLS-111hr1enr/pdf/BILLS-111hr1enr.pdf.


5. Social Security Act, 42 U.S.C. § 1396c, “Operation of State Plans,” http://ssa.gov/OP_Home/ssact/title 
19/1904.htm.


6. Social Security Act, 42 U.S.C. § 1315, “Demonstration Projects,” http://ssa.gov/OP_Home/ssact/title 
11/1115.htm.
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STATE FMAP


Alabama 67.62


Alaska 52.48


Arizona 66.20


Arkansas 72.94


California 50.00


Colorado 50.00


Connecticut 50.00


Delaware 50.00


Florida 56.83


Georgia 63.10


Hawaii 56.50


Idaho 69.87


Illinois 50.00


Indiana 62.69


Iowa 61.73


Kansas 59.43


Kentucky 69.78


Louisiana 72.47


Maine 63.31


Maryland 50.00


Massachusetts 50.00


Michigan 58.10


Minnesota 50.00


Mississippi 76.29


Missouri 62.42


Source: US Department of Health and Human Services, “Federal Percentages and Federal Medical 
Assistance Percentages, FY 1961–2011,” http://aspe.hhs.gov/health/fmapearly.htm.


Montana 68.53


Nebraska 58.02


Nevada 52.64


New Hampshire 50.00


New Jersey 50.00


New Mexico 71.04


New York 50.00


North Carolina 64.05


North Dakota 63.75


Ohio 60.79


Oklahoma 67.10


Oregon 60.86


Pennsylvania 54.08


Rhode Island 52.51


South Carolina 69.79


South Dakota 60.03


Tennessee 63.71


Texas 60.56


Utah 71.63


Vermont 59.03


Virginia 50.00


Washington 51.52


West Virginia 74.25


Wisconsin 57.62


Wyoming 50.00


TABLE 1. FEDERAL MEDICAL ASSISTANCE PERCENTAGES, FY 2008
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thus  negotiated with the federal government to allow them to cover other popula-
tions beyond those specified in Medicaid law while still receiving the majority of 
their financing from the federal government.7 


II. EXPANSION OF MEDICAID UNDER THE AFFORDABLE CARE ACT


Through the enactment of the ACA, federal lawmakers sought to considerably 
expand the numbers of those insured by Medicaid. The ACA added a large category 
of individuals to those that a state Medicaid program must cover: essentially all 
those with incomes below 133 percent of the FPL who were not previously eligible. 
Such individuals were to be covered under Medicaid beginning on January 1, 2014. 
With the law also providing for an income exclusion equal to 5 percent of the FPL, 
the ACA effectively expanded Medicaid eligibility to those with an income lower 
than 138 percent of the FPL.8 


In combination with the aforementioned provision of law that empowers the 
HHS secretary to withhold further Medicaid payments to noncompliant states, the 
ACA as a whole threatened states with the loss of their existing federal Medicaid 
funding if they did not proceed to cover all those with incomes below 138 percent 
of the FPL. At the same time, the ACA sought to provide the states, whose par-
ticipation in Medicaid remained technically voluntary, with a powerful positive 
financial inducement to expand coverage. The ACA specified that the FMAP for 
“newly eligible” individuals would be 100 percent for the years 2014 to 2016, then 
gradually decline to 90 percent in 2020 and afterward. This language effectively 
stipulates that the federal government will pick up most but not all the costs of the 
ACA’s intended Medicaid expansion. The federal government will pay a far higher 
percentage of the cost of covering those who are newly eligible than it will pay for 
those covered to date.


After the ACA was passed and before the Supreme Court ruled on its constitu-
tionality, federal government scorekeepers assumed that all states would comply 


7. States that covered childless adults prior to the passage of the ACA are often referred to as “expan-
sion states.” Massachusetts and Vermont have covered childless adults with incomes in excess of 133 
percent of the FPL through Section 1115 waivers. Arizona, Hawaii, Delaware, Maine, and New York 
used Section 1115 waivers to cover childless adults but did not extend coverage all the way to 133 per-
cent of the FPL. Kaiser Commission, “Medicaid Coverage and Spending in Health Care Reform,” 
May 2010, http://www.kff.org/healthreform/upload/Medicaid-Coverage-and-Spending-in-Health 
-Reform-National-and-State-By-State-Results-for-Adults-at-or-Below-133-FPL.pdf. Another waiver 
provision is Section 1915(b), which permits states to apply for “waivers to provide services through 
managed care delivery systems.” See “Waivers,” http://www.medicaid.gov/Medicaid-CHIP-Program 
-Information/By-Topics/Waivers/Waivers.html. Some of the states that have expanded coverage 
populations beyond minimum requirements have also received waivers to enroll some high-need 
individuals in managed care. See Kaiser Commission, “An Overview of Recent Section 1115 Medicaid 
Demonstration Waiver Activity,” May 2012, http://www.kff.org/medicaid/upload/8318.pdf.


8. CMS, “2011 Actuarial Report.”
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with the full Medicaid expansion.9  Beyond the issue of the states’ financial calculus 
associated with the expansion, the ACA appeared to wield a heavy compliance stick 
in the aforementioned threat of the loss of existing Medicaid funding for states that 
did not comply. The combination of the ACA’s mandate and its enforcement created 
the expectation that state participation would be total.


In March 2012, the Congressional Budget Office (CBO) projected that the ACA’s 
Medicaid coverage expansion would result in 17 million additional nonelderly 
adults being added to the Medicaid rolls by 2022, on top of a base prior-law projec-
tion of 32 million enrollees—an increase in Medicaid coverage of over 50 percent.10  
In the same report, the CBO projected that the coverage expansion would result 
in $931 billion in additional federal expenditures for Medicaid and the Children’s 
Health Insurance Program (CHIP) in the years 2014 to 2022 alone.11  


III. THE 2012 SUPREME COURT DECISION


In June 2012, the US Supreme Court ruled on the constitutionality of the ACA. In an 
important ruling that extends beyond the scope of this study, a majority of the court 
found that the ACA’s core requirement that individuals carry health insurance, 
though “not a valid exercise of Congress’s power under the Commerce Clause,” was 
nevertheless constitutional if interpreted as levying a tax on those without health 
insurance.12  While this ruling allowed the implementation of much of the ACA, in 
the same decision the Supreme Court struck down the federal government’s power 
to enforce the ACA’s mandatory Medicaid coverage expansion.


Chief Justice John Roberts’s opinion noted that 42 United States Code 1396c 
empowered the federal government to take away states’ existing Medicaid funding 
if they chose not to participate in its expansion. The chief justice referred to this 
penalty as “economic dragooning that leaves the States with no real option but 
to acquiesce in the Medicaid expansion.” He found the “dragooning” to be an 
unconstitutional violation of state prerogatives that would be “fully remedied 


9. One example is CMS, “2011 Actuarial Report,” 25, which states that “eligibility will be expanded to 
almost all persons under age 65 in families with income below 138 percent of the Federal Poverty 
Level (FPL).” Congressional Budget Office (CBO) projections reflect the same implicit assumptions, 
as in CBO, “Updated Estimates for the Insurance Coverage Provisions of the Affordable Care Act,” 
March 2012.


10. CBO, “Updated Estimates.”
11. Ibid. The vast majority of this combined spending is in Medicaid proper, as distinct from CHIP. In 


2011, the CBO estimated that nearly 97 percent of the combined spending on the two related programs 
was for Medicaid. CBO, “Medicaid and CHIP,” http://www.cbo.gov/topics/health-care/medicaid 
-and-chip.


12. Supreme Court of the United States, Syllabus, National Federation of Independent Businesses et al. 
v. Sebelius, 2. Technically, the finding rested on two different court majorities; the majority of the 
court that concluded that the purchase mandate was an unconstitutional application of the Commerce 
Clause was different from the majority of the court that concluded that it was constitutional if inter-
preted as a tax.
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by precluding the Secretary [of HHS] from applying 1396c to withdraw existing 
Medicaid funds for failure to comply with the requirements set out in the 
expansion.”13  The rest of the ACA was left standing virtually intact.


The Supreme Court’s decision effectively left the ACA’s ambitious Medicaid 
expansion subject to individual state decisions. Simply put, the court took away the 
federal government’s stick but left the ACA’s carrot in place. The federal govern-
ment could not force the states to expand Medicaid by denying them their existing 
Medicaid funding if they declined. Nor could it force states that chose to expand to 
do so according to the ACA’s specific expansion schedule. Left intact, however, was 
the ACA’s inducement: the generous federal match rate—100 percent in the first 
three years and 90 percent over the long term—applied to the Medicaid coverage 
expansion. The court’s decision soon brought into focus a critical question: Would 
all the states aggressively expand Medicaid per the terms of the ACA now that it was 
no longer compulsory?


IV. PRELIMINARY DATA ON STATE ATTITUDES AND INCENTIVES FOR 
MEDICAID COVERAGE EXPANSION


Almost as soon as the Supreme Court’s decision was published and read, opin-
ions were voiced as to whether the states should and would participate in the 
now-optional Medicaid expansion. A number of governors almost immediately 
announced that their states would not. On July 2, Florida Governor Rick Scott 
stated, “Florida will opt out of spending approximately $1.9 billion more taxpayer 
dollars required to implement a massive entitlement expansion of the Medicaid 
program.”14  Mississippi governor Phil Bryant also announced later the same month, 
“I will resist any effort to expand Medicaid in this state.”15  Governors in Texas, 


13. Ibid., 5. Also see pages 46 to 48: 
The legitimacy of Congress’s exercise of the spending power “thus rests on whether the State 
voluntarily and knowingly accepts the terms of the ‘contract.’ . . . Respecting this limitation 
is critical to ensuring that Spending Clause legislation does not undermine the status of the 
States as independent sovereigns in our federal system. That system “rests on what might at 
first seem a counterintuitive insight, that ‘freedom is enhanced by the creation of two govern-
ments, not one.’” . . . For this reason, “the Constitution has never been understood to confer 
upon Congress the ability to require the States to govern according to Congress’ instructions.” 
. . . Otherwise the two-government system established by the Framers would give way to a 
system that vests power in one central government, and individual liberty would suffer. . . . 
Permitting the Federal Government to force the States to implement a federal program would 
threaten the political accountability key to our federal system.


14. Robert Pear, “Republican Governor of Florida Says State Won’t Expand Medicaid,” New York Times, 
July 2, 2012, http://www.nytimes.com/2012/07/03/us/politics/republican-governor-of-florida-says 
-state-wont-expand-medicaid.html?_r=0.


15. Gov. Phil Bryant, “Gov. Bryant Column: The Truths about ObamaCare in Mississippi,” July 23, 2012, 
http://www.governorbryant.com/gov-bryant-column-the-truths-about-obamacare-in-mississippi/.
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Georgia, Louisiana, South Carolina, and elsewhere made comparably firm state-
ments of opposition to Medicaid expansion.16 


On the other hand, a number of states signaled their support for and inten-
tion to implement expanded Medicaid coverage. Illinois Governor Pat Quinn 
stated, “The state of Illinois is going forward with the president of our country, 
President Barack Obama, to expand using Medicaid (to) those that would be cov-
ered under the Affordable Care Act.”17  Governors in Delaware, Hawaii, Maryland, 
Massachusetts, Rhode Island, Vermont, and elsewhere expressed their enthusiasm 
for the Supreme Court ruling and their intentions to implement the coverage expan-
sion of the ACA.18  States including California, Connecticut, Minnesota, New Jersey, 
and Washington all undertook Medicaid eligibility expansions in advance of the 
ACA’s 2014  deadline.19 


Altogether, as of November 8, 2012, a survey of the states by the Advisory Board 
Company found that six states had announced they were not participating in the 
Medicaid expansion, five were leaning against participation, two were leaning in 
favor, twelve (plus the District of Columbia) were participating, and twenty-five 
had yet to firmly declare their intentions.20 


Even as these statements were being made, many ACA supporters suggested 
that announcements of opposition to the Medicaid expansion should be discounted 
as primarily reflecting political posturing, arguing that the deal being offered to 
states was “too good to refuse.”21  Some of these advocates further argued that the 
Republican-governed states whose elected officials were objecting most strenu-
ously to the coverage expansion were the same states that most stood to benefit from 
it, and that hospitals within these states would successfully lobby for the expansion 
so as to cut down on the expense of treating the uninsured.22


16. The Advisory Board Company, “Where Each State Stands on ACA’s Medicaid Expansion,” http://
www.advisory.com/Daily-Briefing/2012/07/05/Where-each-state-stands-of-the-Medicaid 
-expansion.


17. Andrew Thomason, “Governor Says State Going Forward with Expanding Medicaid,” Rock River 
Times, July 4–10, 2012, http://rockrivertimes.com/2012/07/03/governor-says-state-going-forward 
-with-expanding-medicaid/.


18. Advisory Board, “Where Each State Stands.”
19. Office of Governor Mark Dayton, “Minnesota Receives Federal Approval for Medical Assistance 


Expansion,” news release, February 17, 2011, http://mn.gov/governor/newsroom/pressreleasedetail 
.jsp?id=9826. See also Kaiser Commission, “Federal Core Requirements.”


20. Advisory Board, “Where Each State Stands.”
21. Ezra Klein, “The Affordable Care Act’s Big Giveaway to Stingy Red States,” Wonkblog (Washington 


Post), July 3, 2012, http://www.washingtonpost.com/blogs/ezra-klein/wp/2012/07/03/the-afford 
able-care-acts-giveaway-to-stingy-red-states/. Also see Josh Barro, “States Will Not Turn Down 
Obamacare’s Medicaid Expansion,” July 24, 2012, http://www.bloomberg.com/news/2012-07-24 
/states-will-not-turn-down-obamacare-s-medicaid-expansion-really-.html.


22. See Klein, “Big Giveaway,” and Kaiser Commission, “Medicaid Coverage and Spending in Health 
Reform,” May 2010, http://www.kff.org/healthreform/upload/Medicaid-Coverage-and-Spending-in 
-Health-Reform-National-and-State-By-State-Results-for-Adults-at-or-Below-133-FPL.pdf. See also 
“Hospitals Urge Medicaid Expansion,” Wall Street Journal, June 29, 2012, http://online.wsj.com 
/article/SB10001424052702304830704577497123131684982.html.
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These analysts’ assumption that all states shared the goal of maximizing health 
insurance coverage within their borders even if it added to state budget expendi-
tures, combined with the observation that the FMAP percentages in the ACA were 
significantly more generous than those all states had previously accepted volun-
tarily, led them to conclude that all states eventually will find the ACA’s Medicaid 
expansion irresistible. Other analysts, while recognizing that increased costs were 
a legitimate reason for a state to potentially decline the expansion, also attributed 
some of the stated opposition to “ideological objections” and “political views” 
beyond the substantive merits of the expansion decision itself.23 


Still other analysts, however, noted a variety of substantive reasons why states 
might not wish to expand Medicaid. Keith Hennessey, former director of the 
National Economic Council, observed that even a generous federal match would 
allow cash-strapped states’ costs to increase upon expansion, noting also the risk 
that expansion would come with “creeping federal requirements” as well as the 
near-certainty that additional costs would materialize as some previously eligible 
(but yet uncovered) individuals signed up under the less generous prior-law federal 
match rate. The latter phenomenon is known as the “woodwork effect.”24  Forbes 
columnist Avik Roy went so far as to conclude that “states have a huge fiscal incen-
tive to opt out” of the Medicaid expansion (also citing, among other similar con-
cerns, this woodwork effect).25 


In analyzing the states’ incentives, a critical variable is whether expansion to 138 
percent of the FPL constitutes an all-or-nothing decision. Can states choose only 
to expand for a subset of this population, or must they cover the entire population 
specified in the ACA to receive its generous match rate for newly eligible individu-
als? Were a partial expansion permissible, states could potentially limit their own 
costs while still significantly expanding insurance coverage.


In a later section of this paper, I will review the relevant portions of the stat-
ute as well as a recent HHS announcement that bears upon the question of partial 
expansion. Before that fuller analysis, it is worth noting as background that many 
states almost immediately sought to determine whether expansion could be partial 
or must be all-or-nothing. On July 2, 2012, a letter from the National Governors 
Association (NGA) to HHS Secretary Kathleen Sebelius asked, “Will states that 
expand Medicaid coverage up to a level below 133 percent of the federal poverty 
limit (FPL), for example up to 100 percent FPL, still receive the enhanced federal 


23. Rob Lazerow, “How Did the Supreme Court’s Decision on the ACA Impact Hospitals and Health 
Systems?” The Advisory Board Company, http://www.advisory.com/~/media/Advisory-com/Re 
search/HCAB/Events/Webconference/2012/The-Final-Ruling-070212.pdf.


24. Keith Hennessey, “Why Not Expand Medicaid?” July 16, 2012, http://keithhennessey.com/2012/07 
/16/why-not-expand-medicaid/.


25. Avik Roy, “Why States Have a Huge Fiscal Incentive to Opt Out of Obamacare’s Medicaid Expansion,” 
Forbes, July 13, 2012, http://www.forbes.com/sites/aroy/2012/07/13/why-states-have-a-huge-fiscal 
-incentive-to-opt-out-of-obamacares-medicaid-expansion/.
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medical assistance percentage (FMAP) available for ‘newly covered’ populations?”26  
As I will explain later, the letter’s example of 100 percent of the FPL was not chosen 
arbitrarily; it is an especially important income threshold given other provisions of 
the ACA, in particular the federal subsidies it provides for newly established health 
insurance exchanges. 


Secretary Sebelius’s initial reply to the governors did not provide a definitive 
answer to the partial-expansion question, though it did state that “the federal gov-
ernment will completely pay for coverage under the eligibility expansion in 2014–
16 and for at least 90 percent of such costs thereafter” and that “states have the 
flexibility to design the package for the individuals covered.”27  After the Supreme 
Court decision, the CBO modified its earlier projection that all states would volun-
tarily participate in the full Medicaid expansion envisioned in the ACA. The CBO’s 
earlier estimate that 17 million individuals would gain Medicaid coverage by 2022 
under the expansion was reduced by 6 million, to 11 million.28  At the time the CBO 
conducted this analysis, it noted that “final regulatory guidance is not yet available 
regarding whether states will be allowed . . . to expand eligibility to a threshold 
below 138 percent of the FPL.”29 


In projecting the effects of the Supreme Court decision, the CBO did not attempt 
a state-by-state analysis of Medicaid expansion decisions. Instead, the CBO esti-
mated the shares of the total newly eligible population residing in states that would 
make different participation decisions. While recognizing the substantial financial 
inducements the ACA created for states to participate in the Medicaid expansion, 
the CBO went on record as disagreeing with those who had argued that expansion 
was such a trivial decision that no states would decline to implement it. The CBO’s 
analysis cited some of the phenomena mentioned by Hennessey and by Roy:


At the same time, there are significant disincentives for states to 
expand Medicaid eligibility. One is that states would ultimately 
have to bear some costs for an expansion of Medicaid coverage dur-
ing a period when their budgets are already under pressure, in part 
from the rising costs of the existing Medicaid program. Health care 
costs tend to rise faster than those for other services or products 
in the economy. And although the 10 percent share of the costs of 
newly eligible people that states would ultimately bear would be 


26. Letter from the National Governors’ Association to HHS Secretary Kathleen Sebelius, July 2, 2012, 
http://www.nga.org/cms/home/federal-relations/nga-letters/executive-committee-letters/col2-con 
tent/main-content-list/july-2-2012-letter---affordable.html.


27. Letter from Secretary Kathleen Sebelius to governors, July 10, 2012, http://www.ncsl.org/documents 
/health/GovLetter7-10.pdf.


28. Ibid.
29. CBO, “Estimates for the Insurance Coverage Provisions of the Affordable Care Act Updated for the 


Recent Supreme Court Decision,” July 2012. 
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a small share of total additional Medicaid spending, it would nev-
ertheless represent a large extra cost for some states. In addition, 
CBO estimates, and states expect, that expanding the Medicaid-
eligible population would lead to an increase in enrollment among 
those who would have been eligible under prior law and would not 
qualify for the higher federal matching rates, resulting in additional 
costs for participating states. States may also fear that the federal 
government, which faces its own severe budgetary pressures, will 
ultimately reduce the federal matching rate and that if it did so, 
rolling back expansions already in place would be difficult.30 


As will be detailed more fully later in this paper, in the wake of the Supreme 
Court ruling, states have a powerful incentive, if they expand Medicaid coverage 
at all, to expand to something less than the 138 percent of the FPL specified in the 
ACA—specifically, to 100 percent of the FPL. Recognizing this phenomenon, the 
CBO modified its earlier projections of universal participation by the states:


CBO anticipates that, instead of choosing to expand Medicaid 
eligibility fully to 138 percent of the FPL or to continue the status 
quo, many states will try to work out arrangements with the 
Department of Health and Human Services (HHS) to undertake 
partial expansions. For example, some states will probably seek to 
implement a partial expansion of Medicaid eligibility to 100 percent 
of the FPL, because, under the ACA, people below that threshold 
will not be eligible for subsidies in the insurance exchanges while 
people above that threshold will be if they do not have an offer of 
affordable coverage from an employer and meet other eligibility 
requirements.31 


Specifically, the CBO’s updated projections reflected the following estimates:


• 33 percent of the potential newly eligible population would be in states that 
would fully expand Medicaid up to 138 percent of the FPL.


• 40 percent of the potential newly eligible population would be in states that 
would partially expand Medicaid up to 100 percent of the FPL.


• 10 percent of the potential newly eligible population would be in states that 


30. Ibid.
31. Ibid. The CBO’s June 2012 analysis appears to be predicated on the assumption that states undertak-


ing a partial expansion will receive the ACA’s enhanced FMAP rate for new Medicaid eligibles; HHS 
subsequently issued conflicting guidance discussed later in this paper. The more recent announce-
ment may reduce state incentives to expand Medicaid coverage for childless adults with incomes 
below 100 percent of the FPL.
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would partially expand Medicaid only up to an unspecified percentage below 
the FPL.


• 17 percent of the potential newly eligible population would be in states that 
would not expand Medicaid at all.


As mentioned, the CBO lowered its overall estimates for long-term Medicaid 
coverage by 6 million relative to its projections prior to the Supreme Court decision. 
Of these, 3 million would be insured under the ACA’s newly established exchanges, 
with the other 3 million remaining uninsured. The CBO also projected that this 
partial expansion would reduce the woodwork effect of enrollment by previously 
eligible individuals by roughly one-fifth relative to its earlier projections.


In addition to revising its expectation to only partial participation, the CBO pro-
jected that such expansions as would occur would be somewhat delayed as states 
were no longer bound by the ACA’s timeline: instead of occurring by 2014 as origi-
nally required by the ACA, one-third would occur in 2014, one-third in 2015, and 
one-third in 2016 or later.32 


It should be noted that the CBO and the states must look at the ACA through 
different lenses. Though the CBO notes that state expansion decisions may be 
affected by expectations that the federal government might reduce future support 
for Medicaid relative to current law projections, the CBO cannot directly reflect 
such hypothetical changes because its scorekeeping task is to model the effects of 
current law alone. Planners of state budgets, however, must factor in the extent to 
which they believe future federal financing may deviate from the current-law path. 
As will be detailed in a later section of this paper, there are several reasons why it 
is quite unlikely that future federal Medicaid expenditures will conform to those 
scheduled under current law.


In sum, states now face a decision that is anything but trivial: whether to expand 
Medicaid. Evidence for the complexity of the decision is convincingly diverse. 
There are the vastly different statements made by elected officials, reflecting dif-
ferent circumstances and value judgments. There are financial considerations 
that weigh against expansion as there are considerations that weigh in favor of it. 
Also in evidence are the analytical opinions of nonpartisan scorekeepers, who cur-
rently project that states will choose a variety of divergent paths in the wake of the 
Supreme Court decision.


The following section of this study will describe critical factors bearing upon the 
decisions facing state governments, factors that range from reasonable expectations 
of future federal financing support to the statutory language of the ACA itself.


32. Ibid.
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V. EXPANDING MEDICAID: WEIGHING CONFLICTING VALUE  
JUDGMENTS


The decision whether to expand Medicaid becomes trivial for states only if it is 
assumed that one value trumps all others. If the value of expanding health insurance 
coverage for the uninsured trumps all considerations pertaining to state budget-
ary pressures, the decision in favor of expansion is trivial. If concerns about state 
budgetary pressures trump all others, then the decision against expansion is trivial. 
Advocates who argue that all states must unanimously arrive at a similar conclusion 
are implicitly assuming that only one of these value judgments matters.


In the real world, however, state governors must balance the competing values 
of, on the one hand, maximizing externally financed health benefits for their citi-
zens and, on the other, constraining the growth of state budget expenditures. Each 
governor faces incentives to maximize the health benefits his own state’s citizens 
receive that are financed by entities outside the state, while also minimizing his 
state’s budgetary exposure. Each governor thus faces a value weighting problem 
that can be depicted like this:


Clearly it is theoretically possible for different states to arrive at different policy 
conclusions depending on how they respectively weigh these competing consider-
ations. But beyond hypotheticals, the empirical evidence shows that different states 
do weigh these competing values differently.


We know that all states attach a significant value to providing health insurance 
coverage for Medicaid’s historical mandatory coverage population, as evidenced by 
the fact that all states voluntarily participate in Medicaid despite substantial state 
expenditures resulting from that decision.33 At the same time, we know that most 


33. Even this participation should not be interpreted as necessarily meaning that all states would decide 
today, if they could make the decisions again from scratch, to insure their entire currently covered 
population under current-law Medicaid FMAP rates if doing so added to their existing budget costs. 
States now face substantially higher Medicaid costs than when previous Medicaid participation deci-
sions were made; states’ ongoing coverage levels likely reflect to a certain extent the unattractiveness 
of taking away coverage from individuals already receiving it. This legacy commitment of future state 
dollars for the benefit of existing coverage populations is a factor rendering it more difficult for states 
to find additional money to finance a further coverage expansion.


NEGATIVE: Higher State 
Budget Expenditures


POSITIVE: Health 
Benefits Financed by 
Entities outside the State
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states do not value expanding coverage to others over and above all cost consider-
ations. We know this because relatively few states have taken maximal advantage of 
pre-ACA opportunities to expand Medicaid to cover populations generally similar 
to the intended beneficiaries of the ACA’s Medicaid expansion. Specifically, even 
the so-called “expansion states” that had gone beyond Medicaid’s previous mini-
mum coverage requirements had not (with the exceptions of Massachusetts and 
Vermont) chosen to cover all childless adults with incomes up to 133 percent of the 
FPL; the vast majority of states left most such individuals uncovered by Medicaid.34 


By itself, the federal government potentially financing the majority of associated 
costs has historically been an insufficient inducement for all states to seek waivers 
to provide Medicaid coverage to the ACA’s intended beneficiary population. An 
important question is how the provisions of the ACA, taken together, change this 
calculus.


In answering this question, the primary consideration competing with the ben-
efits of expanded coverage—that is, increased state Medicaid expenditures—will 
take on greater importance in the near future. With or without participating in the 
ACA’s coverage expansion, state Medicaid expenditures are projected to grow dra-
matically in the upcoming years.35 Figure 1 shows the increase in state Medicaid 
expenditures projected by the Centers for Medicare & Medicaid Services (CMS) 
prior to the Supreme Court decision, when it was still assumed that the coverage 
expansion would be compulsory:


FIGURE 1. PROJECTED STATE MEDICAID EXPENDITURES (UNIVERSAL PARTICIPATION 
ASSUMED)


Source: CMS, “2011 Actuarial Report on the Financial Outlook for Medicaid,” https://www.cms.gov/Research-Statistics 
-Data-and-Systems/Research/ActuarialStudies/downloads/MedicaidReport2011.pdf.


34. Kaiser Commission, “Medicaid Coverage and Spending in Health Care Reform.”
35. Throughout this paper, the phrase “state Medicaid expenditures” refers to Medicaid expenditures 


that are financed by the state as opposed to total Medicaid expenditures, the majority of which are 
financed by the federal government.
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Even by the standard of high historical Medicaid cost growth, this projected 
increase of 158 percent cumulatively over 10 years would be an extremely rapid 
rate of state expenditure increases, despite the generous FMAP rate promised under 
the ACA. These state Medicaid cost growth rates would be a dramatic acceleration 
relative to recent years, as shown in figure 2.


FIGURE 2. STATE MEDICAID EXPENDITURE PERCENTAGE GROWTH (UNIVERSAL 
PARTICIPATION ASSUMED)


Source: CMS, “2011 Actuarial Report.”
Note: The graph displays overlapping 10-year periods to avoid distortions in apparent trends arising from any one par-
ticular year or period. For example, states received increased federal Medicaid financing assistance during 2009 to 2011 
as a result of stimulus legislation. As a result, comparing only the 2000 to 2010 and 2010 to 2020 periods could be seen 
as understating cost growth in the former period and overstating it in the latter period. Overlapping 10-year periods are 
shown to prevent any particular endpoint years from obscuring long-term trends.


The rising pressure that Medicaid will place on state budgets going forward 
is only partially captured by describing cost growth in terms of percentage rates. 
Future cost growth will be added to expenditures that rise from a much higher base 
relative to earlier years due to historical cost growth. In 1990, total state Medicaid 
expenditures were approximately $31 billion, as compared with costs that had risen 
to over $150 billion by 2008 (though reduced in subsequent years by the increased 
federal assistance to states provided by the 2009 stimulus law).36 


There is a general consensus that Medicaid costs are already straining state 
budgets even before considering the cost of covering additional populations under 
the ACA. A bipartisan State Budget Crisis Task Force reported in July 2012 that 
“Medicaid spending growth is crowding out other needs.”37 A number of states 


36. CMS, “2011 Actuarial Report.”
37. State Budget Crisis Task Force, “Report of the State Budget Crisis Task Force,” July 2012, http://


www.statebudgetcrisis.org/wpcms/wp-content/images/Report-of-the-State-Budget-Crisis-Task 
-Force-Full.pdf.
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continue to wrestle with current and projected budget shortfalls that were caused 
or exacerbated by the recent recession.38 The National Association of State Budget 
Officers reports that in 2011, Medicaid amounted to nearly 24 percent of state bud-
get expenditures despite the temporary FMAP increase provided under the 2009 
stimulus law.39 


A further important factor is that not only are total Medicaid costs projected to 
increase markedly in the upcoming years, but states must also budget to finance a 
much higher percentage of such costs than they faced from 2009 to 2011. For most 
of recent history, federal support for Medicaid has averaged 57 percent of its total 
expenditures, with states carrying the other 43 percent. However, the states were 
responsible for a lower share of financing in 2009–11 (35 percent in 2009, 33 percent 
in 2010, and 37 percent in 2011), when federal stimulus assistance peaked. If states 
participate in the ACA’s full Medicaid expansion, the long-term share of federal 
support is projected to be 61 percent, with states picking up the other 39 percent, 
assuming that the federal government does not retreat from the ACA’s generous 
FMAP rates. States thus already face the substantial challenge of budgeting for the 
expiration of temporary stimulus assistance even before taking on additional cover-
age responsibilities, as figure 3 shows.


FIGURE 3. STATE SHARE OF TOTAL MEDICAID EXPENSES


Source: CMS, “2011 Actuarial Report.”


38. Phil Oliff, Chris Mai, and Vincent Palacios, “States Continue to Feel Recession’s Impact,” Center 
on Budget and Policy Priorities, updated June 27, 2012, http://www.cbpp.org/cms/index.cfm?fa= 
view&id=711.


39. National Association of State Budget Officers (NASBO), Budget Topics: Healthcare and Medicaid, 
http://www.nasbo.org/budget-topics/healthcare-medicaid. See also NASBO, “2010 State Expenditure 
Report,” http://www.nasbo.org/sites/default/files/2010%20State%20Expenditure%20Report.pdf.







MERC ATUS CENTER AT GEORGE M A SON UNIVER SIT Y


20


States will face most of these rising cost shares whether or not they choose 
to expand under the terms of the ACA. The CMS projected that the coverage 
 provisions of the ACA, if universally implemented, would add roughly $64 billion 
to state Medicaid costs through 2020, or roughly 3 percent of total state Medicaid 
expenditures during that span. The increase might be as much as $85 billion under 
the assumptions guiding the CBO’s March 2012 estimates, or roughly 4 percent of 
total expenditures through 2020.40  Either percentage would be small relative to the 
accompanying increase in federal costs and also relative to states’ total projected 
Medicaid budgets. But it would be an incremental push in the wrong fiscal direction 
at a time when many states have been struggling to lower Medicaid expenditures 
rather than increase them.41 


VI. INCENTIVES FOR STATES TO LIMIT MEDICAID COVERAGE TO 100 
PERCENT OF THE FEDERAL POVERTY LEVEL


While many of the incentives affecting state coverage expansion decisions are 
complex and conflicting, all states appear to face one common incentive. The inter-
action of various provisions of the ACA, in combination with the 2012 Supreme 
Court decision, now renders it unattractive for states to expand Medicaid to cover 
childless adults with incomes above 100 percent of the FPL. For the population with 
incomes above this level, there is a straightforward confluence of state interests; 
states can minimize their budgetary exposure by declining to cover this popula-
tion under Medicaid, while at the same time providing these individuals access to 
potentially more generous health insurance coverage.


The ACA provides for the establishment of exchanges through which low-
income individuals may purchase health insurance and creates substantial federal 
subsidies for those who do so. These subsidies are only available to individuals with 
incomes between 100 percent and 400 percent of the FPL who are not eligible for 


40. In CMS, “2011 Actuarial Report,” the CMS projected that federal costs would grow by $500 billion 
due to the expansion through 2020, in comparison with a CBO estimate of $522 billion in Douglas 
W. Elmendorf, “CBO’s Analysis of the Major Health Care Legislation Enacted in March 2010,” con-
gressional testimony, March 30, 2011, before the Subcommittee on Health, Committee on Energy 
and Commerce, U.S. House of Representatives, http://www.cbo.gov/sites/default/files/cbofiles/ftp 
docs/121xx/doc12119/03-30-healthcarelegislation.pdf. By early 2012, changed economic assumptions 
had caused the CBO to conclude that the cost of the Medicaid expansion would be greater: $668 bil-
lion through 2020. See CBO, “Updated Estimates.” 


41. In “Federal Core Requirements and State Options in Medicaid,” the Kaiser Commission writes, 
However, other states are seeking authority to reduce eligibility to address state budget short-
falls. Through 2010 and into 2011, states held steady or made targeted improvements in their 
eligibility and enrollment rules, largely due to the temporary Medicaid fiscal relief and the 
MOE [maintenance of effort] requirement. However, states continue to face budget shortfalls, 
due to recession-driven enrollment growth, the end of fiscal relief on June 30, 2011, and state 
revenues that remain depressed, and some states have been calling for the authority to reduce 
eligibility and impose more restrictive enrollment policies.
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Medicaid.42  The subsidies include tax credits that limit the premiums paid by those 
between 100 percent and 133 percent of the FPL to no more than 2 percent of their 
household incomes, with higher limits for higher income ranges.43 


If states cover adults with incomes above 100 percent of the FPL under Medicaid, 
per the terms of the ACA states will face 10 percent of the associated costs by 2020. 
If instead these individuals remain uninsured by Medicaid and receive their health 
insurance through the ACA’s exchanges, states will pick up none of the costs, as the 
subsidy for these individuals would be provided through federal income tax cred-
its.44  States thus could potentially eliminate their own costs of covering this popu-
lation if they leave them uninsured by Medicaid and their coverage is subsidized 
solely by the federal government.45 


Not only would declining to cover those over 100 percent of the FPL through 
Medicaid limit states’ direct costs, but the available analysis suggests that if these 
individuals are covered through the exchanges, it could also improve the quality 
of the health insurance coverage they receive. The CBO has calculated that the 
 monetary value of the federal subsidy per individual exchange participant in this 
income range would be approximately $9,000 annually by 2022, whereas the  federal 


42. In “Estimates for the Insurance Coverage Provisions of the Affordable Care Act,” the CBO writes, 
“To be eligible for subsidies, individuals and families must have income between 100 percent and 
400 percent of the FPL and cannot have access to an affordable offer of insurance from an employer 
or be eligible for Medicaid (among other criteria).” Also see January Angeles, “How Health Reform’s 
Medicaid Expansion Will Impact State Budgets,” Center on Budget and Policy Priorities, July 25, 
2012, http://www.cbpp.org/cms/?fa=view&id=3801. 


43. Health Care and Education Reconciliation Act of 2010, Pub. L. No. 111-152, § 1001 (2010). Note that 
the 5 percent income exclusion does not apply to the exchange subsidies, so those with income of 138 
percent of the FPL would face slightly higher premiums. The law also provides for subsidies that limit 
beneficiary cost-sharing.


44. These “costs” are the government subsidy costs; depending on how such exchanges are established 
and who administers them, states could face administrative and IT costs.


45. There is an ongoing controversy over whether the federal subsidies can be operative if the states 
decline to establish the exchanges and leave their administration for the federal government. 
Legal scholars Michael Cannon and Jonathan Adler have argued that the language of the ACA pro-
hibits federal subsidies from operating unless the states themselves establish the exchanges. See 
Michael Cannon and Jonathan Adler, “The Illegal IRS Rule to Increase Taxes and Spending under 
ObamaCare,” testimony before the US House of Representatives Committee on Oversight and 
Reform, http://www.cato.org/publications/congressional-testimony/illegal-irs-rule-increase-taxes 
-spending-under-obamacare-1. The IRS has taken the opposite view: see “Health Insurance Premium 
Tax Credit,” notice of proposed rulemaking and notice of public hearing, 76 Fed. Reg. No. 159 (August 
17, 2011), http://www.gpo.gov/fdsys/pkg/FR-2011-08-17/pdf/2011-20728.pdf, which has been inde-
pendently argued for by Judith Solomon, “Health Reform Law Makes Clear That Subsidies Will Be 
Available in States with Federally Operated Exchanges,” Center on Budget and Policy Priorities, July 
16, 2012, http://www.cbpp.org/cms/index.cfm?fa=view&id=3803. Regardless of who must set up the 
exchanges, the states have a substantial financial incentive for the federal subsidies to be triggered if 
they intend for those with incomes over 100 percent of the FPL to be insured. There is also the possi-
bility that some of these eligible individuals will choose to remain uninsured rather than to participate 
in the exchanges. As later explained, state costs for the uninsured are generally substantially less than 
if they are covered under Medicaid.
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cost of covering them under Medicaid would be $6,000—and thus, including all con-
tributions, the total value of their Medicaid coverage would still be less than $7,000.46


It is quite likely that individuals covered through the exchanges will receive 
higher-quality health care services than they would through Medicaid. The quality 
of health services in Medicaid is often fiercely debated, but one factor interfering with 
access to care under the program is the number of providers unwilling to accept its 
comparatively low provider reimbursement rates, a dynamic that beneficiaries would 
be spared by participating instead in the more generously subsidized exchanges.47 


States, then, have a substantial incentive to see that their citizens with incomes 
above 100 percent of the FPL receive services through federally subsidized 
exchanges rather than through Medicaid. Importantly, this incentive is the same 
for states wherein Medicaid programs already cover childless adults up to 133 per-
cent of the FPL as for those that do not yet do so. States such as Massachusetts and 
Vermont could potentially strengthen their budget situations and improve their 
citizens’ health outcomes simultaneously by scaling back Medicaid coverage once 
the new exchanges are in place.


Presumably to prevent such Medicaid rollbacks, the ACA contains a “mainte-
nance of effort” provision to prohibit states from tightening their previous Medicaid 
eligibility requirements. It only lasts, however, until the new exchanges are satis-
factorily operational:


During the period that begins on the date of enactment of the 
Patient Protection and Affordable Care Act and ends on the date 


46. CBO, “Estimates for the Insurance Coverage Provisions of the Affordable Care Act.” The CBO esti-
mates that the share of the premiums faced by these individuals would be in the hundreds of dollars 
annually, with a total insurance value in the area of $9,500 annually. The CBO also estimates that fam-
ilies who participate in the exchanges with incomes at or below 150 percent of the FPL would, after 
cost-sharing subsidies are taken into account, have 94 percent of their covered medical expenses paid 
by their insurance coverage. Medicaid premiums and cost-sharing amounts would likely be less than 
in the exchanges, but the value of the Medicaid insurance coverage would also be substantially less. 
CMS estimates are consistent with these figures. CMS, “2011 Actuarial Report.” “Value,” of course, is 
an inherently subjective concept incorporating many individual-specific considerations; the term is 
used here to refer to the equivalent monetary value. In both Medicaid and the health exchanges, the 
federal subsidy cost is somewhat less than the total insurance value (in 2022, the year estimated by 
CBO) because the federal government pays for less than 100 percent of the cost of the insurance.


47. Some critics go so far as to label Medicaid “America’s worst health care program.” Avik Roy, 
“Medicaid: America’s Worst Health Care Program,” National Review, August 6, 2012, http://www 
.nationalreview.com/articles/313120/medicaid-america-s-worst-health-care-program-avik-roy. 
Jonathan Cohn argued the opposite case in “The Conservative Assault on Medicaid,” New Republic 
(blog), March 10, 2011, http://www.tnr.com/blog/jonathan-cohn/85054/conservative-attack-medi 
caid-health-reform, but agreed that “to be clear, Gottlieb, Roy, and the rest are absolutely correct 
when they suggest Medicaid has problems. For certain populations and particularly in certain states, 
it’s unambiguously inferior to private insurance and to Medicare. Partly that reflects structural prob-
lems in the program, like poor management of chronic disease. But partly (perhaps mostly) it reflects 
the fact that Medicaid reimburses the providers of medical care at absurdly low rates. This makes it 
harder for Medicaid patients to find professionals that will see them.”
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on which the Secretary determines that an Exchange established 
by the State under section 1311 of the Patient Protection and 
Affordable Care Act is fully operational, as a condition for receiv-
ing any Federal payments under section 1903(a) for calendar quar-
ters occurring during such period, a State shall not have in effect 
eligibility standards, methodologies, or procedures under the State 
plan under this title or under any waiver of such plan that is in 
effect during that period, that are more restrictive than the eligibil-
ity standards, methodologies, or procedures, respectively, under 
the plan or waiver that are in effect on the date of enactment of the 
Patient Protection and Affordable Care Act.48


The original idea with the ACA was that this provision would prevent states 
from tightening Medicaid eligibility requirements just before the exchanges were 
established, and then moving part of their previously Medicaid-eligible population 
onto them. The ACA’s mandatory Medicaid expansion and new health exchanges 
were supposed to work together. Simultaneously with the first operation of the 
exchanges, the states would be required to cover those up to 138 percent of the FPL 
under Medicaid, largely keeping this population off the exchange rolls.


After the Supreme Court ruling, however, the federal government can no longer 
enforce the ACA’s new mandatory Medicaid coverage standard, leaving states free 
to take maximum advantage of the new exchange subsidies at the time that the law’s 
Maintenance of Effort provision expires.


The CBO sees these incentives similarly:


If a state decides not to expand its Medicaid program to the extent 
authorized under the ACA, some people who would not be eligible 
for Medicaid will instead be eligible for premium and cost-sharing 
subsidies in the insurance exchanges. In particular, individuals 
with income between 100 percent and 138 percent of the FPL who 
live in a state that chooses not to expand Medicaid coverage or to 
defer such an expansion and who meet certain other criteria would 
be eligible for such subsidies.49


The CBO later elaborated:


CBO anticipates that, instead of choosing to expand Medicaid eli-
gibility fully to 138 percent of the FPL or to continue the status quo, 


48. See the text of the Social Security Act as amended by the ACA in Social Security Act, “State Plans for 
Medical Assistance.”


49. CBO, “Estimates for the Insurance Coverage Provisions of the Affordable Care Act.”
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many states will try to work out arrangements with the Department of 
Health and Human Services (HHS) to undertake partial  expansions. 
For example, some states will probably seek to implement a partial 
expansion of Medicaid eligibility to 100 percent of the FPL, because, 
under the ACA, people below that threshold will not be eligible for 
subsidies in the insurance exchanges while people above that thresh-
old will be if they do not have an offer of affordable coverage from an 
employer and meet other eligibility requirements.50 


As previously mentioned, the CBO projected after the Supreme Court ruling 
that 40 percent of the ACA’s potential newly Medicaid-eligible population reside 
in states that will choose to expand Medicaid only up to 100 percent of the FPL; the 
CBO did not publish the potential costs of other states limiting their expansions or 
rolling back previous coverage, both of which would be expected to add consider-
ably to the federal costs of maintaining the exchanges.


Former CBO director Douglas Holtz-Eakin has publicly noted the states’ new 
incentive to shift part of their Medicaid population to the exchanges. This potential 
outcome is described by some of the ACA’s advocates as a “terrifying scenario” of 
Medicaid coverage reduction.51 


One way to mitigate these incentives would be to scale back the subsidies pro-
vided to individual participants in the ACA’s exchanges. Reducing the subsidies by 
roughly one-quarter or more would render their value to participants comparable 
to the benefits they would expect to receive under Medicaid. This reduction would 
roughly equalize considerations from the beneficiary’s perspective, although the 
states would still face higher costs under the Medicaid coverage option. An alterna-
tive would be to limit federal exchange subsidies only to those with incomes above 
138 percent of the FPL, leaving Medicaid as the sole federally subsidized option for 
states to cover this portion of their populations. In any event, reducing the projected 
costs of the ACA’s exchange subsidies is important both to reduce the projected 
costs of the ACA as a whole and to mitigate incentives for states to have the federal 


50. Since the CBO published this paragraph, HHS has issued guidance indicating that the federal gov-
ernment will not provide the ACA’s enhanced FMAP rate for partial state expansions. However, this 
guidance does not eliminate states’ incentives to have the federal government assume the cost of cov-
ering those with incomes above 100 percent of the FPL through the exchanges. 


51. Phil Galewitz, “Supreme Court Ruling Allows States to Cut Off Medicaid to Those Now Enrolled,” 
Kaiser Health News, July 3, 2012, http://www.mcclatchydc.com/2012/07/03/154943/supreme-court 
-health-care-ruling.html; David Dayen, “States Opting Out of Medicaid Expansion Could Reduce Their 
Rolls without Consequences,” FDL, July 5, 2012, http://news.firedoglake.com/2012/07/05/states 
-opting-out-of-medicaid-expansion-could-reduce-their-rolls-without-consequences/. Although the 
exchanges could potentially offer more generous coverage to individuals shifted out of Medicaid, this 
scenario is “terrifying” to some advocates for various reasons, including the risk that some now cov-
ered under Medicaid may simply go uninsured; the potentially higher out-of-pocket costs under the 
exchanges; and a philosophical preference for government-provided insurance, among other reasons.
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government absorb 100 percent of the cost of expanding coverage for those with 
incomes greater than the FPL.52


VII. EXPANDING MEDICAID TO COVER CHILDLESS ADULTS WITH IN-
COMES BELOW 100 PERCENT OF THE FPL


While states have a powerful incentive to shift to the federal government the 
entire cost of subsidizing insurance coverage for childless adults with incomes 
above 100 percent of the FPL, the situation is more complex with respect to those 
with incomes below the poverty level. Concerning those in poverty, states face con-
flicting incentives and must make important subjective value judgments.


As earlier discussed, states must weigh any positive value associated specifically 
with covering individuals under Medicaid against the additional costs to the state of 
doing so. In the past, states have made a wide variety of choices reflecting substan-
tially different weightings of these conflicting considerations. It cannot be simplisti-
cally assumed either that the value of Medicaid coverage carries no weight, or that 
it trumps all other considerations.


Cost considerations facing the states can be at least roughly estimated. The CBO 
estimates that of those who would have been newly eligible for Medicaid coverage 
if all states fully participated in the ACA’s coverage expansion, roughly two-thirds 
have incomes below 100 percent of the FPL.53 Actual proportions would vary sig-
nificantly from state to state, but on average if states expanded coverage up to only 
100 percent of the FPL, their Medicaid costs would increase by roughly 2 to 3 per-
cent relative to prior law under the CBO’s 2012 assumptions and providing that the 
high federal support levels in the ACA are maintained.54  It is, however, important 
to remember that even this 2 to 3 percent increase would be on top of an already 
sharply rising Medicaid cost curve adding over 150 percent to annual state Medicaid 
costs within 10 years.


Some have suggested that expanding insurance coverage could actually save 
money for the states on balance by reducing their costs of treating the uninsured.55  
While a total evaluation should indeed net such savings against the gross costs of 


52. Charles Blahous, “The Fiscal Consequences of the Affordable Care Act” (Mercatus Research, 
Arlington, VA: Mercatus Center at George Mason University, April 2012).


53. CBO, “Estimates for the Insurance Coverage Provisions of the Affordable Care Act,” 13.
54. Again, the CBO’s calculations were predicated on the assumption that states successfully negotiate to 


receive the ACA’s enhanced FMAP rate for a partial expansion. HHS’s more recent announcement 
indicates that states will not receive the enhanced FMAP rate for a partial expansion. In view of the 
HHS’s letter, the actual cost to states for a partial expansion could be somewhat higher than quanti-
fied here.


55. Council of Economic Advisors, “The Impact of Health Insurance Reform on State and Local 
Governments,” September 2009, http://www.whitehouse.gov/assets/documents/cea-statelocal-sept 
15-final.pdf; Annie Lowrey, “Could States Save by Expanding Medicaid?,” Economix (blog), New York 
Times, July 5, 2012, http://economix.blogs.nytimes.com/2012/07/05/could-states-save-by-expanding 
-medicaid/.
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expanding Medicaid coverage, it is unlikely they would fully offset the new costs. 
A Kaiser Foundation study found that roughly 33 percent of the medical costs of 
the uninsured are “uncompensated,” with the remainder financed through indi-
vidual out-of-pocket payments and through insurance as some of these individuals 
are insured for part of the year. Most uncompensated costs were financed by the 
federal government, with less than one-third financed by states, resulting in state 
budget costs equaling roughly 10.6 percent of the uninsured population’s total medi-
cal bills.56  The same report found that the uninsured received only about 55 percent 
of the total medical care received by the insured population and that, if covered, 
per-person health spending for the uninsured would increase by 39 percent. This 
finding suggests that current direct state costs for the uninsured equate to roughly 
8 percent of the cost of covering the same population under Medicaid. Thus, in 
order for states to come out ahead fiscally by expanding Medicaid, the effective 
FMAP percentage associated with the coverage expansion would likely need to be 
extremely high—perhaps as high as 92 percent on average, with states financing 
only 8 percent.


Beginning in 2020, the ACA’s specified FMAP for the expansion population is 90 
percent. Even when working first from the assumption that states ultimately receive 
this enhanced FMAP rate for all those newly eligible, one is led to the conclusion 
that state costs would increase significantly under a Medicaid expansion. Part of the 
reason is that one must take into account the woodwork effect of previously eligible 
individuals with lower FMAP match rates being signed up for the first time under 
the ACA’s outreach processes.57 The CBO estimates that of those who would receive 
new Medicaid coverage under the ACA,


• approximately 25 percent would be newly eligible enrollees with incomes 
between 100 percent and 138 percent of the FPL; 


• approximately 50 percent would be newly eligible enrollees with incomes 
below 100 percent of the FPL; and


• approximately 25 percent would be previously eligible enrollees who had not 
already enrolled.58


This distribution suggests that if states were to expand Medicaid and receive 


56. Jack Hadley and John Holahan, “The Cost of Care for the Uninsured,” Kaiser Commission, May 2004, 
http://www.kff.org/uninsured/upload/the-cost-of-care-for-the-uninsured-what-do-we-spend-who 
-pays-and-what-would-full-coverage-add-to-medical-spending.pdf.


57. The ACA specifies that if an individual applying for an exchange is found to be eligible for Medicaid, 
he or she will be enrolled in that program. Patient Protection and Affordable Care Act, § 1413, 111th 
Cong. (2010), http://www.gpo.gov/fdsys/pkg/PLAW-111publ148/pdf/PLAW-111publ148.pdf. 
Irrespective of these outreach processes and state expansion decisions, it is reasonable to expect that 
some previously eligible individuals will enroll in Medicaid under pre-ACA FMAP rates in response to 
the ACA’s imposition of a tax on those without health insurance.


58. CBO, “Estimates for the Insurance Coverage Provisions of the Affordable Care Act,” 13.
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the ACA’s enhanced FMAP rate, then roughly two-thirds of the newly Medicaid-
insured population with incomes below the FPL will be covered with a long-term 
FMAP rate of 90 percent, the remaining third being those previously eligible with 
an average FMAP rate of 57 percent. If these assumptions are accurate, states would 
expect to pay on average roughly 21 percent of the costs of covering this portion of 
the expanded population over the long term, far higher than the estimated break-
even level of 8 percent. 


Thus, taking important relevant factors into account, including both the higher 
amount of health services received by the uninsured and the woodwork effect of 
newly covering those previously eligible, it appears likely that expanding Medicaid 
coverage would add substantially to state budget costs. Again, the increase in state 
costs does not mean that expansion’s potential cost savings to beneficiaries and 
hospitals should be ignored, nor does it prove that a coverage expansion should not 
be undertaken. It rather means that the likely costs of the expansion to states must 
be weighed against any positive value associated with bringing more individuals 
into Medicaid.


Three important caveats should be associated with these figures. First, as this 
paper will later explore, the figures assume that expanding Medicaid does not ulti-
mately expose states to higher costs than those outlined specifically in the ACA, 
despite the severe fiscal pressures on the federal government to reduce its own 
rising Medicaid cost share.


Second, actual cost increases would vary from state to state. States such as Texas, 
Nevada, and Montana would face higher proportional cost increases due to their 
higher numbers of current uninsured with incomes below the FPL.59 In contrast, the 
Kaiser Foundation projected that Massachusetts would experience net cost savings 
under the ACA even if it were to continue to cover adults up to 133 percent of the 
FPL “because the benefit of the expansion match rate for current and new coverage 
of childless adults outweighs any new state costs related to increases in participa-
tion for parents at the regular Medicaid match rate.”60 


Third, there is the important question of whether the states may undertake a par-
tial expansion while still receiving the ACA’s higher FMAP rate for the expansion 
population. Whether the ACA’s enhanced FMAP rate applies to a partial expansion 
is a critical financial consideration for states. This is why the aforementioned letter 
from the NGA to HHS Secretary Sebelius asked specifically whether it would apply 
to expansion up to 100 percent of the FPL. If the enhanced FMAP does so apply, 
it is likely that several states will give strong consideration to expanding up to 100 


59. See Kaiser Commission, “Medicaid Coverage and Spending in Health Reform.” The Kaiser study 
assumes full expansion up to 133 percent of the FPL and has thus been cross-referenced with Kaiser 
Family Foundation, “Health Insurance Coverage of Adults 19–64 Living in Poverty (under 100% FPL), 
States (2010–2011), U.S. (2011),” http://www.statehealthfacts.org/comparetable.jsp?ind=131&cat=3, 
which shows current uninsured rates for those below 100 percent of the FPL.


60. Kaiser Commission, “Medicaid Coverage and Spending in Health Reform,” 4.
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percent of the FPL. If it does not, it stands to reason that many states will choose not 
to expand their current eligibility criteria, as the historical FMAP rate has been an 
insufficient inducement in the past.


The CBO noted in its June 2012 analysis that “final regulatory guidance is not 
yet available regarding whether states will be allowed . . . to expand eligibility to 
a threshold below 138 percent of the FPL.” The CBO nevertheless assumed that 
states would be allowed to undertake a partial expansion financed with the new, 
higher FMAP.61  Indeed, the CBO projected that 40 percent of the potential newly 
Medicaid-eligible population would be in states that made this choice—an amount 
higher than those in states making any other specific choice.


How state finances would be affected by a partial expansion is a function of both 
the ACA’s text and discretionary policy decisions made by the federal government. 
The ACA modified Medicaid law to include all childless adults with incomes below 
133 percent of FPL (effectively 138 percent) among the mandated coverage popula-
tion.62 Longstanding law permits the HHS secretary to “make no further payments” 
to a state whose plan “no longer complies” with Medicaid’s mandatory eligibility 
criteria.63 The 2012 Supreme Court decision prohibits the federal government, how-
ever, from withholding “existing Medicaid funds” for states that do not comply spe-
cifically with the ACA expansion.64 The court did not directly address the question 
of what FMAP would apply if a state sought to cover only a subset of the ACA’s 
expanded mandatory coverage population.


The text of the ACA specifies that its enhanced FMAP rates (100 percent for 
2014–16, phasing down to 90 percent in 2020 and beyond) apply to “newly eligible 
individuals described in subclause (VIII) of section 1902(a)(10)(A)(i)”—this being 
the subclause that describes childless adults with incomes below 133 percent of the 
poverty line (effectively 138 percent due to the 5 percent income exclusion).65 


Another section of the law defines “newly eligible” as anyone described in that 
subclause who was not eligible for Medicaid when the ACA was enacted.66 The lan-
guage appears to apply the enhanced FMAP rate to a newly eligible person at 100 
percent of the FPL regardless of how someone else (for example, a person at 125 
percent of the FPL who is denied eligibility) is treated. An individual at 100 percent 
of the FPL is by definition also below 133 percent of the FPL and thus is, if not previ-
ously eligible, to be covered with the enhanced FMAP rate.


The totality of the statutory language when combined with the Supreme Court 
ruling establishes negotiating leverage both for the federal government and for 


61. CBO, “Estimates for the Insurance Coverage Provisions of the Affordable Care Act.”
62. Social Security Act, “State Plans for Medical Assistance.”
63. Social Security Act, “Operation of State Plans.”
64. Supreme Court, National Federation.
65. Sections 1905 and 1902 of the Social Security Act, http://ssa.gov/OP_Home/ssact/title19/1905.htm 


and http://ssa.gov/OP_Home/ssact/title19/1902.htm.
66. Section 1905 of the Social Security Act, http://ssa.gov/OP_Home/ssact/title19/1905.htm.
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67. The court’s ruling was explicit that the federal government could withhold new funding: “Today’s 
holding does not affect the continued application of §1396c to the existing Medicaid program. Nor 
does it affect the Secretary’s ability to withdraw funds provided under the Affordable Care Act if a 
State that has chosen to participate in the expansion fails to comply with the requirements of that 
Act.” Supreme Court, National Federation, 56.


68. Social Security Act, “Demonstration Projects.”
69. Kathleen Sebelius, “Progress Continues in Setting Up Health Insurance Marketplaces,” HealthCare 


(blog), HealthCare.gov, December 10, 2012, http://www.healthcare.gov/blog/2012/12/marketplaces 
121012.html.


the states. However, it leaves the states with ultimate control over the expansion 
decision, and substantial leverage accompanies that state control. The states can-
not be compelled to expand fully to 133 percent (138 percent) of the FPL, while 
the enhanced FMAP rate appears to apply to newly covered childless adults 
with incomes below that level. On the other hand, the federal HHS secretary is 
em powered to make an up-or-down determination of whether the state is in com-
pliance with federal Medicaid eligibility standards, and to withhold new funding—
though not existing funding—if a negative determination is made.67 


Clearly, a state cannot be said to be in direct compliance with Medicaid’s manda-
tory eligibility criteria (set forth by the ACA in section 1902 of the Social Security 
Act) if it fails to cover all those up to 133 percent of the FPL. But other sections of 
Medicaid law permit the HHS secretary to waive such stipulations. For example, 
section 1115 permits the HHS secretary to waive section 1902 if he or she believes 
doing so is “likely to assist in promoting the objectives” of Medicaid.68 Notably, sec-
tion 1115 allows for waivers of 1902 (eligibility criteria) but does not mention waiv-
ing 1905 (setting forth the FMAP rates).


In December 2012, HHS Secretary Sebelius wrote to governors to indicate that 
the ACA’s enhanced FMAP rate would not apply to a Medicaid expansion that is less 
than that envisioned under the ACA. The letter stated that waivers for partial expan-
sions would be considered only “at the regular matching rate.”69  This announce-
ment is likely to considerably reduce state incentives to expand Medicaid even to 
100 percent of the FPL.


Ultimately, state coverage levels may well be a function of whether states can 
negotiate mutually satisfactory terms with the federal government for a section 1115 
waiver allowing for coverage only up to 100 percent of the FPL or to a lower-income 
level. There are at least three critical factors that point to this potential outcome: 
first, the federal government cannot compel the states to expand at all; second, the 
states have strong disincentives to expand beyond 100 percent of the FPL; and third, 
the historical FMAP rates HHS has recently announced as the only available ones 
have by themselves been an insufficient inducement for most states to seek waivers 
to cover childless adults in these income ranges.


It is therefore likely that many states will decline to undertake even a partial 
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expansion unless certain favorable terms, including not only higher FMAP rates 
but also other new administrative flexibility, are extended. A number of governors 
have already argued for additional flexibility in administering their Medicaid pro-
grams, suggesting a significant bargaining chip in future federal–state discussions 
of Medicaid expansion.70  This consideration is particularly important for states in 
the context of the ACA’s intended coverage expansion because other provisions of 
the ACA, for example its Maintenance of Effort provision, would constrain state 
administrative flexibility.


In sum, states face complex and difficult decisions over whether to expand 
Medicaid coverage to include childless adults with incomes up to 100 percent of the 
FPL. They must weigh the positive value they associate with expanded Medicaid 
coverage against the amount by which such expansion would add to costs already 
projected to rise dramatically under previous law. States must also take into account 
whether they are able to negotiate additional flexibility in how they operate their 
Medicaid programs, as well as their degree of confidence that currently scheduled 
levels of federal support will be maintained.


VIII. HOW RELIABLE IS PROJECTED FEDERAL FINANCING SUPPORT 
FOR MEDICAID?


Analysis to this point of the paper has been based on the assumption that the 
federal government will maintain the full amount of scheduled financing support 
specified under current law. In determining whether to expand Medicaid, how-
ever, states must also consider the likelihood that federal financing support may 
ultimately be reduced from current schedules, shifting additional costs to states.


From a practical perspective, it is quite unlikely that the federal government will 
make the full amount of Medicaid payments now scheduled under law. The federal 
government has now run four consecutive years of unsustainable deficits exceeding 


70. Letter from 29 Republican governors to US Senator Orrin Hatch and Chairman Fred Upton, June 13, 
2011, http://www.rga.org/homepage/gop-govs-unveil-medicaid-reform-principles/. Excerpts: 


States and territories are best able to make decisions about the design of their healthcare sys-
tems based on the respective needs, culture and values of each state. . . . States and territories 
should also have the opportunity to innovate by using flexible, accountable financing mecha-
nisms that are transparent and that hold states accountable for efficiency and quality health-
care. Such mechanisms may include a block grant, a capped allotment outside of a waiver, or 
other accountable and transparent financing approaches. . . . States and territories can provide 
Medicaid recipients a choice in their healthcare coverage plans, just as many have in the pri-
vate market, if they are able to leverage the existing insurance marketplace through innovative 
support mechanisms. . . . States must have greater flexibility in eligibility, financing and service 
delivery in order to provide long-term services and support that keep pace with the people 
Medicaid serves. 


See also Kyle Cheney, “GOP Governors Name Their Price on Medicaid Expansion,” Politico, July 14, 
2012, http://www.politico.com/news/stories/0712/78499.html. The article mentions block-granting 
of federal Medicaid funds as a policy option potentially attractive to state governors.
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$1 trillion annually; most influential national policy makers and analysts acknowl-
edge the need for substantial changes to current policies to avoid uncontrolled debt 
growth in future years.71 If current policies continue to be observed and extended, 
within a quarter century federal debt held by the public is projected to grow from 
73 percent of GDP to 199 percent and federal interest payments from 1.4 percent of 
GDP annually to 9.5 percent, reflecting an unsustainable rate of debt accumulation.72 


Medicaid, CHIP, and the ACA’s new health exchange subsidies are leading con-
tributors to the mounting federal fiscal problem, such that it is unrealistic to expect 
that federal deficits can be contained without these programs’ growing costs being 
scaled back. The CBO projects that through 2037, federal noninterest spending 
would grow from 22.0 percent of GDP to 26.1 percent under current policy, with 
nearly half of the growth relative to GDP being attributable to growth in these pro-
grams alone.73  Figure 4 illustrates this projection.


FIGURE 4. PROJECTED FEDERAL NONINTEREST SPENDING (CURRENT POLICY SCENARIO, AS 
A PERCENTAGE OF GDP)


Source: CBO, “The 2012 Long-Term Budget Outlook,” June 2012, http://www.cbo.gov/sites/default/files/cbofiles 
/attachments/06-05-Long-Term_Budget_Outlook_2.pdf.


71. The CBO maintains two baseline projections of future federal finances, the “extended baseline” sce-
nario representing literal current law and the “alternative fiscal policy” scenario representing the con-
tinuation of current policies, meaning in many instances the extension of current-law provisions now 
scheduled to expire. The two scenarios are identical with respect to Medicaid spending. The phrase 
“current policies” is employed in the main text of this paper because the statement in the text refers to 
the CBO scenario in which current policies continue to be extended.


72. CBO, “The 2012 Long-Term Budget Outlook,” June 2012, 12, http://www.cbo.gov/sites/default/files 
/cbofiles/attachments/06-05-Long-Term_Budget_Outlook_2.pdf.


73. The CBO’s long-term projections do not separate Medicaid costs from the costs of the new exchanges.
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Even today’s total noninterest spending level of 22.0 percent of GDP is higher 
than can be sustained over the long term without imposing unprecedented levels 
of taxes and/or federal debt, suggesting that spending restraints will be required 
not only relative to future projections but also relative to current elevated levels as 
a percentage of GDP. To return the federal budget to sustainable historical norms 
in the absence of any cuts in the growth of Medicaid and the new health exchanges 
would require all other noninterest spending to be cut by nearly one-quarter by 
2037 relative to projected levels, and by roughly 15 percent relative to current levels 
in relation to GDP.74  This is probably unrealistic. Figure 5 shows projected federal 
spending on Medicaid, CHIP, and the ACA’s health exchanges under current policy.


FIGURE 5. PROJECTED FEDERAL SPENDING ON MEDICAID/CHIP, HEALTH EXCHANGES 
(CURRENT POLICY SCENARIO, AS A PERCENTAGE OF GDP)


Source: CBO, “The 2012 Long-Term Budget Outlook,” June 2012, http://www.cbo.gov/sites/default/files/cbofiles/attach 
ments/06-05-Long-Term_Budget_Outlook_2.pdf.


There also appears to be general bipartisan agreement that the current path of 
federal Medicaid spending is unsustainable and must be slowed. Constraints on 
Medicaid spending growth have been proposed in President Obama’s submitted 
budgets, in the recommendations of the bipartisan Simpson–Bowles Commission, 
and in the budget resolution passed by the House of Representatives in 2012.75 The 


74. CBO, “The 2012 Long-Term Budget Outlook.” The calculation assumes that federal noninterest 
spending is stabilized at 21 percent of GDP (still higher than historical norms, in which total spending 
including interest has averaged 21 percent of GDP). 


75. The White House, Office of the Press Secretary, “Fact Sheet: The President’s Framework for Shared 
Prosperity and Shared Fiscal Responsibility,” news release, April 13, 2011, http://www.whitehouse 
.gov/the-press-office/2011/04/13/fact-sheet-presidents-framework-shared-prosperity-and-shared 
-fiscal-resp; President’s Commission on Fiscal Responsibility, “Co-chairs’ Proposal,” November 2010; 
Chairman Paul Ryan, “The Path to Prosperity,” Fiscal Year 2013 Budget Resolution, March 20, 2012, 
http://paulryan.house.gov/uploadedfiles/pathtoprosperity2013.pdf.
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amount of projected cost savings varies widely between these proposals, but each of 
them would trim at least $100 billion from the projected cost of Medicaid over the 
upcoming decade. During bipartisan budget negotiations in the summer of 2011, the 
two sides had also reached a conceptual agreement to pursue Medicaid savings of 
at least this magnitude.76 The bare minimum of federal Medicaid spending reduc-
tions that must be achieved over the next decade appears to be $100 billion, while 
practical budgetary considerations suggest that substantially greater savings will 
be needed.


Reductions in scheduled federal Medicaid payments would not necessarily mean 
that the ACA’s enhanced FMAP rates would be reduced. Historically, FMAP rates 
have remained relatively stable, though they have been adjusted with the changing 
demographics of each state and have seen occasional periods of increased federal 
assistance.77 There are, however, a variety of other methods available to the federal 
government to reduce its own Medicaid expenditures while increasing the share of 
Medicaid spending financed by states.78 


Though reductions in the growth of federal Medicaid spending are nearly cer-
tain, the extent to which they would result in increased state Medicaid costs cannot 
be precisely quantified. Opponents of specific federal cost-containment proposals 
often animate opposition among state advocates by presenting analyses assum-
ing that every dollar in federal savings results in a dollar of costs being passed to 
states.79  This author strongly disagrees with such analyses, which hold implicitly 
that the best course for Medicaid beneficiaries and for states is that federal costs 
never be slowed from the current unsustainable path. Instead, implementing struc-
tural Medicaid reforms that empower states to employ market forces to improve 


76. Slides describing the points of agreement in the “Biden Framework” later circulated by House 
Majority Leader Eric Cantor.


77. US Department of Health and Human Services, “Federal Percentages and Federal Medical Assistance 
Percentages, FY 1961–2011, http://aspe.hhs.gov/health/fmapearly.htm.


78. For example, a number of budget proposals, including both President Obama’s budget submission and 
Republican proposals, would reduce states’ latitude to finance Medicaid expenditures through taxes 
on providers. See White House, “President’s Framework”: “The framework would clamp down on 
States’ use of provider taxes to lower their own spending while not providing additional health ser-
vices through Medicaid.”


79. In “National State-by-State Impact of the 2012 House Republican Budget Plan for Medicaid,” Kaiser 
Commission, October 2012, http://www.kff.org/medicaid/upload/8185-02.pdf, authors John Holahan 
et al. evaluate two scenarios, prominently highlighting one in which all federal cost constraints are 
passed to the states with no reductions in the rate of per-enrollee Medicaid cost growth. In “Paul Ryan 
Is Thoughtful, Handsome and Misguided,” Bloomberg, August 11, 2012, http://www.bloomberg.com 
/news/2012-08-11/paul-ryan-is-thoughtful-handsome-and-misguided.html, Peter Orszag assumes 
that proposals for block-granting Medicaid will be unsuccessful in constraining the growth of total 
Medicaid costs, and thus hypothesizes that states will be “on the hook” for the federal cost constraints. 
In “HHC Shows How Bad Medicaid Cuts Would Be,” November 10, 2011, http://www.sseu371.org 
/news/4-hhc-shows-how-bad-medicaid-cuts-would-be-2504, Social Service Employees Union 371 
states that President Obama’s Medicaid proposal (which did include FMAP changes) “merely shifts 
costs to states.”
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efficiencies, while also reducing the growth of federal Medicaid spending, could 
decelerate total Medicaid expenditure growth rather than simply shifting costs 
between federal and state governments. A number of governors have publicly 
expressed support for such structural reforms as the keys to whether state govern-
ments will be able to handle projected caseload increases including the Medicaid 
coverage expansion envisioned in the ACA.80 


Clearly, however, state governments do remain at risk that the federal govern-
ment will take further steps to reduce its own Medicaid costs without facilitating 
more fundamental structural reform of the program. The minimum level of such 
cost reductions appears to be at least $100 billion over the next 10 years, with some 
bipartisan deliberations agreeing to closer to $200 billion.81  Even if less than one-
half of $200 billion in federal cost containment were passed to the states, they would 
already be facing cost increases over and above current law as large as their entire 
incremental cost increase associated with the ACA.82 


States cannot therefore afford to assume that their Medicaid cost increases will 
be limited to those directly spelled out in the language of the ACA. They face sub-
stantial projected Medicaid cost increases under prior law as well as other unspeci-
fied but reasonably likely shifts of costs currently borne by the federal government. 
State governments must look to rein in their own cost growth relative to virtually 
any plausible federal legislative scenario. In this context, it is unsurprising that a 
number of states continue to defer their decisions on Medicaid expansion until the 
federal fiscal picture is further clarified.


IX. CONCLUSION


The 2012 Supreme Court decision changed the policy landscape surrounding the 
ACA from one of essentially compulsory Medicaid expansion to one in which states 
face complex, finely balanced decisions. The flow chart in figure 6 summarizes some 
of the states’ competing considerations described in this paper.


80. The perceived need for flexibility in pursuing such reforms is at the root of the June 13, 2011, letter 
from 29 Republican governors.


81. See President’s Commission on Fiscal Responsibility, “Co-chairs’ Proposal.” Proposals to save closer 
to $100 billion were floated by the Obama administration and in the 2011 bipartisan budget negotia-
tions, but in the context of proposals that would be inadequate to stabilize federal finances. See also 
White House, “President’s Framework,” and slides describing the points of agreement in the “Biden 
Framework” later circulated by House Majority Leader Eric Cantor.


82. Recall CMS, “2011 Actuarial Report,” in which the projected state cost increase associated with the 
ACA was $64 billion through 2020.
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FIGURE 6. DECISION TREE STATE GOVERNMENTS FACE


In the wake of the 2012 Supreme Court ruling, states face complex decisions 
concerning whether to expand Medicaid coverage to the full extent envisioned in 
the ACA. With the federal government no longer able to coerce full expansion via 
the withholding of existing Medicaid funding, states must base their decisions on 
subjective policy value judgments that will vary from state to state, incorporating 
each state’s unique budgetary circumstances, the specific needs of its own unin-
sured population, and the incentives established by interactions among the ACA’s 
various provisions. These decisions are not trivial and require the careful balancing 
of powerful conflicting considerations. In contrast with some statements made by 
both supporters and opponents of the ACA, the complexities of these decisions sug-
gest that states should be expected to make a wide variety of policy choices.


States generally face substantial near-term Medicaid cost increases irrespective 
of decisions made regarding the ACA. Much of this projected increase reflects case-
load and the growth of per-enrollee Medicaid costs, though some of it also derives 
from the expiration of temporary emergency assistance provided to states during 
2009–11 in federal stimulus legislation.


States do all appear to face one common, powerful incentive arising from 
the court’s ruling: to decline to cover childless adults at or above the FPL under 
Medicaid. By so doing, states will minimize their own budgetary exposure while 
leaving these individuals eligible for new health insurance exchanges established 
by the ACA and shifting the costs of their coverage to the federal government. This 
policy would also appear to maximize potential benefits for the individuals in this 
income range; the amount of total government subsidies as well as the overall gen-
erosity of insurance coverage are projected to be greater for such individuals if par-
ticipating in the exchanges than they would be under Medicaid. Substantial reduc-
tions in the scheduled growth of federal subsidies for the exchanges would likely 


Considerations AgainstConsiderations in Favor
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For Those 100%–138% of the FPL: 
No.


Medicaid Value to 
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Maybe.
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be required to dampen state incentives to have individuals with incomes above the 
FPL covered through the exchanges rather than through Medicaid.


With respect to childless adults with incomes below 100 percent of the FPL, deci-
sions are more complicated. Projections indicate that even if the high FMAP rates of 
the ACA were provided for a partial expansion, covering newly eligible individuals 
as well as increased numbers of those previously eligible will add to state budget 
costs relative to their current expenditures on health services for the uninsured.


HHS’s recent announcement that the ACA’s enhanced FMAP rate will not apply 
to a partial expansion considerably reduces state incentives to expand Medicaid at 
all. For many states to find it attractive to expand Medicaid coverage to 100 percent 
of the FPL would likely require the federal government either to deem such an 
expansion as compliant with Medicaid law, to grant the requisite waivers, or to find 
another regulatory path to partial-expansion states receiving the ACA’s enhanced 
FMAP rate. The degree of flexibility provided to state governments in administer-
ing such a coverage expansion is also likely to be a critical factor in state decisions. 
In the end, subjective policy value judgments and local factors are likely to lead to 
divergent decisions by states as to how much of the childless population below 100 
percent of the FPL is covered.


States must also factor in the near certainty that future federal support for 
Medicaid will be constrained relative to current law projections. The amount of 
resultant cost-shifting to states is unknown at this time, but it is reasonable for states 
to believe that it could result in their carrying additional costs of the same order of 
magnitude as the ACA’s coverage expansion. For this reason, many states will find 
it prudent to defer their decision-making on the ACA as long as possible, seeking to 
maximize clarification of federal fiscal practices before further long-term commit-
ments are made.
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Do’s and Don’ts of Improving State Medicaid Programs 


 


Across the country, state legislatures are considering whether and how to implement 


Obamacare’s Medicaid expansion.  Ten simple reasons illustrate why states should reject 


Obamacare’s government-centric expansion and instead develop their own innovative solutions. 


 


Obamacare’s Medicaid expansion harms states 
 


 Medicaid is “Not a Jobs Program:”  Former 


Obama administration official Zeke Emanuel 


wrote in a New York Times op-ed that hospitals 


and other health providers should not view 


health programs as a never-ending government 


jobs program.  Research suggests tax increases 


needed to fund Medicaid expansion will 


destroy jobs, not create them. 


 Medicaid “Not Real Insurance:”  Medicaid’s 


problems with poor beneficiary access to 


physicians have been well documented.  One 


Michigan beneficiary said it best: “You feel so 


helpless thinking, something’s wrong with this 


child and I can’t even get her into a 


doctor….When we had real insurance, we 


would call and come in at the drop of a hat.” 


 Not True Flexibility:  Guidance recently 


issued by the Obama administration shows 


continued unwillingness to contemplate 


flexibility in Medicaid.  Washington continues 


to place limits on even modest cost-sharing for 


recipients to incentivize healthy behaviors. 


 “Bait and Switch” from Washington, Part I:   


Given the significant Medicaid spending cuts 


President Obama himself previously proposed 


to rein in massive federal deficits, the high 


federal Medicaid matching rates included in 


Obamacare are unlikely to remain.   


 “Bait and Switch” from Washington, Part II:  


States with premium assistance demonstrations 


now must ask permission from Washington to 


extend them beyond 2016.  HHS has shown 


little flexibility for states, and it could show 


even less after millions more Americans are 


enrolled in taxpayer-funded benefits. 


True Reform: What states should do instead 
 


 Customized Beneficiary Services:  Providing 


beneficiaries with a choice of coverage options 


can provide plans an incentive to tailor their 


benefit packages to best meet individual needs.  


Similar incentives promoting competition in 


the Medicare Part D drug benefit helped keep 


program cost more than 40% below estimates. 


 Coordinated and Preventive Care:  Reform 


programs in states as varied as Indiana, Rhode 


Island, and Florida focus on individualized, 


coordinated services to beneficiaries – an 


improvement on the top-down, uncoordinated 


care model of old.  In many cases, preventive 


care interventions for Medicaid recipients 


suffering from chronic conditions can 


ultimately save money.  


 Personal responsibility:  Cost-sharing can be 


an appropriate incentive to encourage 


recipients to take ownership of their health and 


discourage costly practices, such as ER visits 


for routine care.  More than two-thirds of 


participants in the Hoosier State’s Healthy 


Indiana Plan consider their cost-sharing levels 


appropriate, proving that families of modest 


means are willing and able to provide some 


financial contribution to their cost of care. 


 Home and Community-Based Services:  


Providing long-term care in home settings, 


rather than in more costly nursing homes can 


improve quality and save taxpayers money. 


 No New Federal Funds:  Most importantly, 


innovative programs in Rhode Island, Indiana, 


Florida, and elsewhere neither seek nor require 


the massive new spending levels contemplated 


by an Obamacare expansion. 
 


 



http://opinionator.blogs.nytimes.com/2013/02/02/we-can-be-healthy-and-rich/?partner=rss&emc=rss

http://www.forbes.com/sites/chrisconover/2013/02/25/will-medicaid-expansion-create-jobs/

http://online.wsj.com/article/SB118480165648770935.html

http://medicaid.gov/Federal-Policy-Guidance/Downloads/FAQ-03-29-13-Premium-Assistance.pdf

http://medicaid.gov/Federal-Policy-Guidance/Downloads/FAQ-03-29-13-Premium-Assistance.pdf

http://www.whitehouse.gov/sites/default/files/omb/budget/fy2013/assets/budget.pdf

http://medicaid.gov/Federal-Policy-Guidance/Downloads/FAQ-03-29-13-Premium-Assistance.pdf

http://www.in.gov/fssa/hip/files/HIP_WaiverforPosting.pdf

http://www.in.gov/fssa/hip/files/HIP_WaiverforPosting.pdf
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Expansion Targets Low-Income 
Adults


The recent U.S. Supreme Court decision that 
upheld the Affordable Care Act made the 
Medicaid eligibility expansion in the law optional 
for states. As a result, governors and state 
legislatures across the country are attempting to 
understand how the expansion would affect the 
size and cost of their Medicaid programs. This 
brief is intended to help Kansas policymakers 
answer those questions and others, such as how 
much Medicaid costs may rise even if they choose 
not to implement the expansion.


The Affordable Care Act (ACA) expands Medicaid 
eligibility for adults, not children. It is important 
to keep that in mind when estimating the impact 
it will have on coverage and costs. That is 
particularly true in Kansas.


Today, Kansas’ Medicaid eligibility threshold for 
adults is among the lowest in the country at less 
than 32 percent of the Federal Poverty Level (FPL) 
— $5,900 for a family of four in 2012. And only 
caregiver adults such as parents and guardians are 


eligible at that level. Childless adults who are not 
disabled cannot qualify for Medicaid, no matter 
how poor they are. 


The ACA provision will expand Medicaid eligibility 
to all adults earning less than 138 percent of FPL 
— $30,660 for a family of four — in states that 
implement it. The most recent numbers from the 
U.S. Census Bureau show that there are about 
315,000 Kansans age 19–64 with incomes under 
the new eligibility threshold. Of those, 127,000 are 
uninsured.


Approximately 380,000 Kansas adults and children 
are enrolled in Medicaid or the Children’s Health 
Insurance Program (CHIP). 


If state officials choose to implement the 
expansion, all of the 315,000 adult Kansans — 
including those without children — who meet 
the new criteria would be eligible to enroll in 
Medicaid starting in 2014. History and a significant 
body of research suggest that it is unlikely all who 
are eligible will enroll. Even so, it is likely that 
the ACA’s individual mandate requiring virtually 
all U.S. citizens to obtain coverage in 2014 and 
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•  More than 240,000 Kansans are expected 
to enroll in Medicaid if the state implements 
the 2014 eligibility expansion called for in the 
Affordable Care Act. Of those, only about  
104,000 are currently uninsured.


•  In its first year (2014), the expansion could 
increase state Medicaid costs between $21 
million and $112 million. Our estimate indicates 
the increase will total about $70 million. Because 
the federal government will initially cover all of 


the costs for newly eligible Kansans, virtually 
all of the increased costs will be the result of 
people joining the program who were previously 
eligible but not enrolled.


•  The state’s share of the expansion costs from 
2014 to 2020 could total between $221 million 
and $912 million. Our estimate indicates it will 
end up closer to $519 million, far less than what 
some other organizations are forecasting.K
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aggressive efforts by providers to enroll newly 
eligible Kansans will result in a higher-than-normal 
take-up rate. Based on the unique circumstances 
surrounding the expansion, we estimate that 
122,000 adult Kansans will sign up for Medicaid in 
2014, as shown in Figure 1. 


More than 75,000 of these new enrollees are 
expected to be previously uninsured Kansans 
while an estimated 47,000 are likely to be people 
who drop or lose their existing coverage.


Coming Out of the ‘Woodwork’


The federal government has promised to pay all 
costs for three years of covering those whom the 
ACA makes eligible for Medicaid, the so-called 
“newly eligible.” In 2017, the federal contribution 
steps down to 95 percent. It drops to 90 percent 
in 2020, where it will remain. If the federal 
government keeps its commitment, the state 
of Kansas will not need to spend any additional 
money to cover the newly eligible population until 
2017, when state costs specific to that population 
are expected to total $14 million. To put that in 
perspective, the current total cost of the Kansas 
Medicaid program is about $2.9 billion. The state’s 
share of that is about $1.2 billion. 


The eligibility expansion’s biggest impact on state 
spending will be generated by a phenomenon 
known to health researchers as the woodwork 
effect. As the name suggests, this occurs when 
people who already are eligible for a program but 
not enrolled suddenly appear and sign up.


Estimating how many eligible but not-enrolled 
Kansans will come forward for Medicaid in 
2014 is important because it will cost the state 
more to serve them. That is because the federal 
government will cover only about 57 percent of 
their costs, leaving the state to pick up the rest. It 
follows, then, that most of the projected increase 
in state costs will result from previously eligible 
Kansans enrolling in Medicaid — something that is 
likely to occur whether or not the state expands 
eligibility.


We estimate that of the 29,400 Kansas adults who 
currently could be eligible for Medicaid but are 
not enrolled, approximately 11,800 will sign up for 
the program in 2014. If our estimate is correct, 
the total additional cost in 2014 will be $27.6 
million, of which the state will be responsible for 
approximately $11.9 million.


Even though the Medicaid eligibility expansion 
in the ACA does not change the criteria for 
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Figure 1. Kansas Adults in ACA Medicaid Expansion Population


New Adult
Medicaid 
Enrollees, 
Formerly
Uninsured 


75,197


Total New 
Adults in 
Medicaid
122,185


Source: KHI Analysis of U.S. Census Bureau Data, along with KHI enrollment projections.
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children, a greater number of them also are 
expected to enroll. Currently, there are about 
45,300 uninsured children in Kansas whose family 
incomes qualify them for Medicaid or CHIP. Of 
those, 29,400 are expected to enroll due to 
the woodwork effect, as shown in Figure 2. In 
addition, we estimate that 88,500 children would 
move from private insurance into Medicaid or 
CHIP. 


We estimate that the numbers of previously 
eligible children and adults enrolling in Medicaid 
and CHIP combined with those who shift from 
private to public coverage will increase the state’s 
share of the costs by $70.1 million in 2014. 


Calculating Cost


Calculating the total cost of the Medicaid 
expansion requires an estimate of how much 
it will cost on average to serve each of those 
who enroll. Our projections are based on the 
annual per-person rates included in the waiver 
application that the Brownback administration 


submitted to federal officials when seeking 
approval of its KanCare initiative. 


The waiver application sets those rates at 
$2,351 for low-income adults and $1,341 for 
children in 2014. From 2015 to 2017, the state’s 
initial contract with the three managed care 
organizations calls for annual inflationary increases 
in the rates. 


Based on those rates and the enrollment 
projections detailed earlier, we estimate that the 
Medicaid expansion will increase state spending 
on Medicaid and CHIP by a total of $518.5 million 
from 2014 to 2020 (Table 1, page 4). The total 
additional cost to the federal government during 
the same period will be $2.9 billion.


Calculating the Range


As noted earlier, our estimate of how much the 
Medicaid expansion will cost relies on enrollment 
projections that assume not all Kansans who 
become eligible for the program will enroll. 
We employed participation assumptions that 
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Figure 2. Kansas Children Indirectly Affected by the ACA Medicaid Expansion 


 CHIP Eligible
 198,935


 Eligible 
for Medicaid 


or CHIP 
399,140 


 Medicaid Eligible
 200,205


Woodwork Children: 
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Estimated 
Take-up Rate


65%


65%


25%


25%


Woodwork Children: 
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Newly Enroll
 in CHIP
14,787


Newly Eligible, 
Shift to Medicaid   


 44,426


Newly Eligible,
Shift to CHIP


44,047


Total
Children 


Who Shift 
from Private 
Insurance to 
Medicaid or 


CHIP
88,473 


Total 
Woodwork


Children
29,413


Uninsured
22,502


Insured
177,703


Uninsured
22,749


Insured
176,186


Total New
Children in 
Medicaid/-


CHIP
117,886


Source: KHI Analysis of U.S. Census Bureau Data, along with KHI enrollment projections.







researchers use when estimating take-up rates to 
calculate a low-end estimate of additional costs to the 
state from 2014 through 2020 of $221 million. That is, we 
assumed that almost 60 percent of the uninsured Kansans 
made eligible by the expansion would enroll and that 25 
percent of those who already were insured would shift to 
Medicaid. In addition, we assumed that only 40 percent of 
uninsured children who were eligible but not enrolled in 
Medicaid or CHIP would enroll. For our high-end estimate 
of $912 million we assumed that 75 percent of newly 
eligible uninsured Kansans — adults and children — would 
enroll and that 30 percent of those with private insurance 
would drop it for Medicaid. We also assumed a higher 
annual per-person cost of $4,278, which reflects the 


actual costs of serving adults in the program from fiscal 
year 2008 through fiscal year 2010. 


Based on a variety of factors, we concluded the actual 
increase in state costs would be somewhere in between 
our low- and high-end estimates — settling on the 
aforementioned $518.5 million. 


However, even our high-end estimate does not approach 
the state cost totals suggested by other analysts. 


Projections that show the cost to the state for 2014–2020 
in the tens of billions of dollars assume higher per-person 
costs and, we believe, substantially overestimate the 
number of previously eligible adults who will enroll in 
Medicaid due to the woodwork effect. 
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Table 1. Cost Estimates of ACA Medicaid Expansion (Dollars in Millions)
2014 2015 2016 2017 2018 2019 2020 Total 


Low Estimate Total $293.2 $298.4 $312.4 $318.0 $327.5 $337.3 $347.4 $2,234.2
Low Estimate State Cost $20.9 $21.3 $19.3 $32.7 $36.4 $40.3 $50.0 $220.8


Best Estimate Total $445.4 $454.3 $476.2 $485.5 $498.5 $511.8 $525.6 $3,397.3
Best Estimate State Cost $70.1 $71.8 $55.9 $71.1 $76.0 $81.1 $92.5 $518.5


High Estimate Total $859.4 $876.2 $917.2 $934.4 $958.8 $983.8 $1,009.5 $6,539.3
High Estimate State Cost $111.3 $114.0 $96.1 $129.2 $139.0 $149.3 $173.4 $912.3
Source: KHI Analysis of U.S. Census Bureau Data, along with KHI enrollment projections.


Figure 3. Cost Estimates of ACA Medicaid Expansion 
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Source: KHI Analysis of U.S. Census Bureau Data, along with KHI enrollment projections.
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Maximum Gross Income Per Year  
by Federal Poverty Level  


Family Size 35% 100% 133% 200% 400% 


1  $       4,020   $    11,490   $    15,280   $    22,980   $    45,960  


2  $       5,430   $    15,510   $    20,630   $    31,020   $    62,040  


3  $       6,840   $    19,530   $    25,970   $    39,060   $    78,120  


4  $       8,240   $    23,550   $    31,320   $    47,100   $    94,200  


5  $       9,650   $    27,570   $    36,670   $    55,140   $  110,280  


6  $    11,060   $    31,590   $    42,010   $    63,180   $  126,360  


7  $    12,460   $    35,610   $    47,360   $    71,220   $  142,440  
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		Maximum Gross Income Per Year by Federal Poverty Level 
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The ACA’s Medicaid Expansion: Michigan Impact
State Budgetary Estimates and Other Impacts


While the U.S. Supreme Court’s decision on June 
28, 2012, largely upheld the constitutionality of the 


Affordable Care Act (ACA), one provision was not upheld: 
penalties for states that opt out of the law’s Medicaid 
expansion. This left the decision to expand Medicaid—or 
not—to individual states, and as a result, it is now uncertain 
whether or not Medicaid will be available to all individuals 
below 138 percent of poverty in 2014 as the law intended. 


Policy makers in each state must analyze the implications of 
the Medicaid expansion and determine whether or not the 
expansion makes sense for their state, taking into account 
state budgetary considerations, federal financial incentives, 
human service priorities, and the anticipated effects of the 
expansion on the general economy and population health. 


This issue brief is intended to provide Michigan policy makers 
and the public at large with a useful tool to consider this 
question by projecting the likely 10-year economic impacts 
in our state. Wherever possible, the issue brief uses publicly 
available and independently validated information and 
sources; the analysis was based on conservative assumptions. 
A companion paper to this issue brief models three different 
scenarios: high, medium, and low rates of Medicaid enrollment 
as a result of the expansion. The paper is available online at 
www.chrt.org. This issue brief reports on the middle scenario.
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2014 2020
# % # %


Newly eligible, uninsured  204,732 36.30%  409,464 72.60%


Newly eligible, privately insured  83,496 14.20%  208,740 35.50%


Currently eligible, uninsured  
(due to expansion)  1,160 1.04%  1,658 1.48%


Uninsured
Other Public Coverage
Medicaid Enrolled
Private Coverage


2010 2020


4,086,000
67%


769,000
12%


192,000
3%


1,086,000
18%


4,246,260
69%


290,960
5%


192,000
3%


1,403,780
23%
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In August 2012, 1.9 million Michigan residents had 
Medicaid coverage.1 According to the Urban Institute 
and the State Health Access Data Assistance Center 
(SHADAC), if Michigan opts to expand Medicaid, another 
1.2 million will become eligible in 2014, about half of 
whom are currently uninsured.2


Not everyone who is eligible for a public program 
actually enrolls. Of the potential Medicaid pool (those 
newly eligible in 2014 under the expansion), our middle 
scenario assumes that 36.3 percent (204,732) of those 
who are uninsured and 14.2 percent (83,496) of those 
who are privately insured would actually enroll (“take-
up rates,” based on Urban Institute analyses). We also 
assume that over time, as information about the Medicaid 
expansion becomes more widely disseminated, these 
percentages would increase—to 72.6 percent (409,464) 
and 35.5 percent (208,740), respectively, by 2020.3 


Figure 1


Whether or not it implements the Medicaid expansion, 
Michigan should see an increase in enrollment among 
those who are already eligible for Medicaid resulting from 
publicity about the Affordable Care Act, the individual 
mandate, and eligibility simplification. If Michigan 
implements the Medicaid expansion, this “woodwork 
effect” should be even stronger, increasing enrollment 
among those who are currently eligible but not enrolled 
by one percentage point (1,160) in 2014 and growing to 
1.5 percentage points (1,658) by 2020. 


Overall, we estimate that if Michigan does opt for the 
Medicaid expansion, the state will have an additional 
289,000 Medicaid recipients in 2014; and 620,000 over 
current enrollment by 2020. Figures 2 and 3


Coverage


1 
 Michigan Department of Human Services. Green Book Report of 
Key Program Statistics. August 2012. http://www.michigan.gov/
documents/dhs/2012_08_GreenBook_397962_7.pdf


2 
 Kenney, G., et al. Opting in to the Medicaid Expansion under the 
ACA: Who are the Uninsured Adults Who Could Gain Health 
Insurance Coverage? Urban Institute. August 2012. Available at: 
http://www.urban.org/publications/412630.html. SHADAC 
analysis of private coverage in Michigan via its data center at  
shadac.org


3 
 Take-up rates from the Urban Institute’s June 2012 report on the 
ACA Medicaid Expansion in Washington State, available at  
http://www.urban.org/health_policy/url.cfm?ID=412581. 
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Figure:1
Projected Adult Medicaid Take-up Rates, 2014 and 2020


Figure:2
Michigan Non-Elderly Adult Coverage, 2010 v. 2020 Projection
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2010 2014 2020
# % # % # %


Private Coverage, Total 4,086,000 66.60% 4,371,504 71.30% 4,246,260 69.20%


Private Coverage, 
Existing


4,086,000 66.60% 4,002,504 65.30% 3,877,260 63.20%


Eligible for Private 
Coverage Tax Credits


                        
-   


0.00% 369,000 6.00% 369,000 6.00%


Medicaid Enrollment, 
Total


769,000 12.50% 1,068,831 17.40% 1,403,780 22.90%


Medicaid Enrolled, 
Existing4 769,000 12.50% 769,000 12.50% 769,000 12.50%


Medicaid Enrolled, 
Due to Expansion


                           
-   


0.00% 289,388 4.70% 619,862 10.10%


Medicaid Enrolled, 
Not Due to Expansion


                           
-   


0.00% 10,443 0.20% 14,918 0.20%


Other Public,5 Total 192,000 3.10% 192,000 3.10% 192,000 3.10%


Uninsured, Total 1,086,000 17.70% 500,665 8.20% 290,960 4.70%


Uninsured but 
Medicaid Eligible


112,000 1.80% 100,397 1.60% 95,424 1.60%


Other Uninsured 974,000 15.90% 400,268 6.50% 195,536 3.20%


Total 6,133,000 100.00% 6,133,000 100.00% 6,133,000 100.00%


Subsidy Eligible (Between 100% and 138% FPL)


Not Subsidy Eligible (Less than 100% FPL)


134,000
24%


430,000
76%


Issue Brief: The ACA’s Medicaid Expansion: Michigan Impact,  October 2012 • 3


It is important to note that if the state decides not to 
expand Medicaid eligibility, uninsured adults with 
incomes between 100 and 138 percent of the federal 
poverty level would be eligible for federal subsidies to 
purchase private health coverage on the health insurance 
exchange; however, only 24 percent of the uninsured 
who would be newly eligible under the expansion have 
incomes in this range. The other 76 percent have incomes 
below 100 percent of the federal poverty level; the 
ACA does not provide subsidies for purchase of private 
coverage for those below 100 percent of poverty. 
Figure 4


4 
 Approximately 57% of those covered by Medicaid are 
children or elderly dual eligibles. Those coverage numbers 
are not reflected in this table.


5 
 Other public includes those with other public coverage that 
will not be directly affected by the Affordable Care Act (e.g. 
Tricare, VA, pre-65 Medicare).  For purposes of this analysis, 
enrollment in those programs was kept constant.
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Figure:3
Michigan Non-Elderly Adult Coverage, 2010 Actual, 2014 and 
2020 Projected


Figure:4
2014 Subsidy Eligibility Without the Expansion







First 5 Years 
(2014-2018)


Second 5 Years 
(2019-2023)


Total 10 Years 
(2014-2023)


Increase in Provider Tax Revenue $183 $262 $444 


Elimination of Adult Benefit  
Waiver Program $188 $207 $395 


Reduction in Non-Medicaid  
Mental Health $885 $977 $1,861 


Reduction in Prisoner Inpatient 
Medical Services $234 $271 $504 


Savings in State Employee  
Health Care Costs $9 $13 $23 


Total State Budget Savings  
due to Expansion $1,499 $1,730 $3,228


4 • CHRT Center for Healthcare Research & Transformation


Financial Impacts


Increased Federal Match
The federal government provides 100 percent of the 
funding for the newly eligible Medicaid population in the 
first three years of the expansion. Starting in 2017, the 
federal share of funding begins to drop, and states are 
expected to provide matching funds for the expansion 
population. In 2020 and all subsequent years, the federal 
match is 90 percent and the state share is 10 percent. 


Unlike the current Medicaid program, the Affordable 
Care Act provides a stable 90 percent federal match 
rate on an ongoing basis, regardless of a state’s financial 
circumstances. In the existing program, the federal match 
rate varies from year to year based on the state’s per 
capita income. Fiscal year 2013 federal matching rates 
range from a low of 50 percent (the lowest match rate 
allowed under federal law) to a high of 73.43 percent 
(for Mississippi). Michigan’s 2013 federal match rate for 
those in the existing Medicaid program is 66.39 percent, a 
rate far lower than the rate that would apply to the newly 
covered population under the ACA.


Cost Savings
There will also be savings resulting from the ACA’s 
broader scope of Medicaid eligibility. If the state 
chooses to go forward with the Medicaid expansion, 
many people will become eligible for Medicaid coverage 
(and the attendant federal financing) who today receive 
some or all of their health care through state-funded 
programs. This includes many who receive mental health 
care through the community mental health system, 
prisoners who receive inpatient medical care in non-
correctional facilities, and adults who are covered today 
under the Adult Benefit Waiver program. In addition, 
the state is expected to receive revenues for the newly 
eligible Medicaid population from various provider taxes 
in existence today. 


Finally, the state, like other employers that provide health 
coverage to employees, is projected to realize savings in 
health care premiums. With a reduction in the number of 
uninsured individuals and attendant uncompensated care 
hospital costs, there should be a reduction in the transfer 
of such costs to employers who provide health coverage 
(often referred to as the “cost shift”). Figure 5


6 
 Savings amounts may not add up to total savings due to rounding.
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Figure:5
Cost Savings to the State from the Medicaid Expansion,  
2014-20236, in Millions







2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 Cumulative 
2014-2023


Gross Costs $ millions  $3  $4  $5  $173  $216  $259  $378  $390  $402  $414  $2,245 


Budget Offsets  $271  $288  $302  $315  $323  $330  $338  $346  $354  $362  $3,228 


Net Costs (Savings)  $(268)  $(283)  $(297)  $(142)  $(106)  $(71)  $41  $44  $48  $52  $(983)


Net Costs (Savings) per 
Expansion Enrollee  $(925)  $(653)  $(553)  $(232)  $(172)  $(115)  $65  $71  $77  $83 
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Net Cost
The net cost, not costs or savings in isolation, is the most 
important number for policy makers to understand in 
deciding whether or not to expand Medicaid under the 
provisions of the Affordable Care Act. In our projections:


•	 The state would save money every year from 2014 
through 2019 for a total of $1.17 billion in net savings 
through 2019. 


•	 In 2020, when the federal match goes to 90 percent, the 
state begins to experience a net cost rather than net 
savings. The net cost to the state in 2020 is projected 
to be approximately $41 million ($65 per covered 
individual per year), growing to $52 million by 2023 
($83 per covered individual per year).


•	 The total impact of the Medicaid expansion to the 
state of Michigan over 10 years is a net savings of 
approximately $1 billion. Figure 6 and 7


These estimates are based on a set of assumptions that 
seem most likely to occur, based on research and prior 
experience. As a sensitivity test, we also calculated the 
expected net cost under alternative scenarios, which vary 
primarily according to assumptions regarding enrollment 
behavior. In our low take-up scenario, the net savings to 
the state are even greater ($1.4 billion) because the state’s 
direct cost of covering the newly insured is lower. By the 
same logic, a higher take-up rate yields smaller net savings 
over the 10-year period ($840 million). The full analysis 
with all three scenarios is available at CHRT.org.


7 
 Gross costs and budget offsets may not add up to net costs due to 
rounding.
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Figure:6
Net Cost Impacts to the State of the Medicaid Expansion,  
2014-20237


Figure:7
Summary of Fiscal Impacts of Medicaid Expansion, 2014-2023, 
in Millions



http://www.chrt.org/
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Other Impacts


When it comes to important policy decisions, policy 
makers and the public are interested in more than budget 
impacts. When deciding whether or not to expand 
the Medicaid program, policy makers will also want to 
consider health impacts, impacts to the broader economy, 
and impacts to particular sectors of the economy.


Health Impacts
First and foremost, the public and policy makers will want 
to consider the health benefits of expanding Medicaid. A 
substantial body of research confirms what would seem to 
be common sense: not having health insurance is bad for 
your health. This work is summarized in a 2009 study by 
the Institute of Medicine.8 


A more recent study analyzed outcomes in Oregon, which 
in 2008 made Medicaid benefits available to a group of 
approximately 10,000 previously uninsured, low-income 
adults, chosen by lottery from among almost 90,000 who 
applied for coverage.9 One year later, the study group 
was compared with a control group of applicants who 
did not gain coverage through the lottery. The results 
were clear: those who gained Medicaid coverage enjoyed 
significantly better physical and mental health than the 
control group. In addition to health benefits, Medicaid 
coverage also conferred financial benefits on the newly 
enrolled, who had lower medical debt—including fewer 
bills sent to collection—than the control group. 


The population of very low-income adults covered in 
Oregon’s expansion is similar to the population that would 
be affected by the expansion decision facing Michigan 
today. The evidence is clear and convincing, therefore, 
that the Medicaid expansion would significantly improve 
the health of low-income Michiganders.


Policy makers may also want to weigh whether the state’s 
investment in the Medicaid expansion could be used in 
other ways to improve health and reduce mortality; there 
is less clear evidence on the effectiveness of alternative 
approaches to improving the health of low-income adults.


8 
 Institute of Medicine. America’s Uninsured Crisis: Consequences 
for Health and Health Care. February 2009. Available at http://
www.iom.edu/Reports/2009/Americas-Uninsured-Crisis-
Consequences-for-Health-and-Health-Care.aspx


9 
 Finkelstein, A., et al. The Oregon Health Insurance Experiment: 
Evidence from the First Year. The Quarterly Journal of Economics. 
Vol. 127, Issue 3. August 2012. Available at: http://economics.mit.
edu/files/8139
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Economic Impacts
The Medicaid expansion would have direct economic 
effects on hospitals, and on employers who offer health 
coverage. 


In 1986, Congress passed the Emergency Medical 
Treatment and Active Labor Act. This law requires most 
hospitals to treat or appropriately transfer any patient 
presenting at its emergency department until the patient 
is stable, regardless of insurance status. Most health plans 
provide some payment to hospitals to offset the costs of 
treating the uninsured. Some of this cost is transferred—
through higher premiums—to employers who provide 
(and individuals who purchase) health insurance coverage. 
While there is much debate about the extent of these 
costs, an analysis of one large payer’s hospital payment 
policies indicates the Medicaid expansion—by 
reducing the amount of uncompensated 
care hospitals must provide—is likely 
to result in savings to employers and 
individuals who purchase health coverage. 
On a statewide basis, 10-year aggregate savings 
in the range of $640 to $985 million could accrue 
to employers and individuals who purchase private 
health insurance as a result of the expansion of the state’s 
Medicaid program.


Finally, the state’s decision will have considerable impact 
on hospitals. In 2010, Michigan hospitals provided nearly 
$2.4 billion in uncompensated care, a 33 percent increase 
since 2007.10 Under current hospital reimbursement 
policy, hospitals that treat high rates of uninsured and 
publicly insured patients receive extra compensation 
called disproportionate share hospital (DSH) adjustment 
payments. The Affordable Care Act includes provisions 
to reduce DSH payments from the federal Medicare 
program. to hospitals nationally by $17.1 billion between 
2014 and 2020, based on the assumption that the number 
of uninsured patients would decline during this period. 
The state-specific formula for that reduction has not yet 
been published; however, if Michigan opts out of the 
Medicaid expansion, Michigan hospitals would likely 
experience both an increase in uncompensated care costs, 
and a reduction in the DSH payments that have helped 
many hospitals mitigate that loss.


10 
Blue Cross Blue Shield of Michigan
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Our analysis of the impacts on the state of Michigan shows a 10-year savings 
to the state under all scenarios. In our middle scenario, the state would save 
almost $1 billion net of the cost of the Medicaid expansion over 10 years. In 
that scenario, the Medicaid expansion would bring an additional 620,000 
people—most of whom are uninsured today—into the state’s Medicaid 
program, at an average annual savings of $176 per enrollee, with no net 
costs to the state until the year 2020.  In 2020, the net cost to the state 
would be $65 per covered enrollee.


 Other effects are harder to quantify with reliable data, but the Medicaid 
expansion is likely to have a favorable impact on the economy in general 
and hospital finances in particular. 


Finally, compelling research tells us that having health insurance significantly 
improves health, quality of life, and mortality rates. Human costs may be 
harder to measure than budgetary impacts, but they are likely to be the 
most important reasons for the state to consider moving forward on the 
Medicaid expansion as enacted in the Affordable Care Act.


Conclusion



http://www.chrt.org






MEDICAID EXPANSIONS
UNDER THE FEDERAL AFFORDABLE CARE ACT (ACA)


There Are Two Expansions, One Mandatory, and One Optional.


(1) The mandatory expansion:


(a) is the result of changes in eligibility rules made by the ACA (use of modified
adjusted gross income ("MAGI") and elimination of the asset test for certain
people, which will increase enrollment those who would already be eligible in
some cases, except for their income or assets; and


(b) could increase annual state Medicaid spending by $46 million.


(2) The optional expansion:


(a) is the result of the ACA's requirement to expand Medicaid eligibility to ALL
persons with incomes up to 138% of the federal poverty level (however, the U.S.
Supreme Court's 2012 ruling made this expansion optional);


(b) could increase annual state Medicaid spending by $4 million in the immediate
future and $69 million in the long-term.


Arguments for Expanding Medicaid Income Eligibility to 138% of the Federal Poverty Level:


(1) Coverage, Quality of Life, and Spending Reductions:  The expansion will provide
coverage for a population that often does not have access to employer-sponsored
coverage, sometimes cannot afford it even when it is offered, and has not been covered in
the past by Medicaid, even though their children may be covered by either Medicaid or
CHIP. Coverage will improve health and quality of life for these people, help them to
retain employment, and lead to reductions in spending on other government services,
including mental health services, substance abuse services, and jails and prisons.


(2) Federal Funding:  The federal government will pay for 100% of medical services costs
for the first three years. The federal match rate will decline to 90% by 2020, but that is
still much higher than the 70% match the state typically receives.


(3) Cost Shifting:  Coverage of the expansion population will reduce the cost shifting by
hospitals to insured persons that occurs when hospitals provide uncompensated care to
the uninsured through hospital emergency rooms.


(4) Economic Stimulus:  Federal funds flowing into the state as the result of the expansion
will stimulate Utah's economy.


(5) State Flexibility:  The choice to expand Medicaid is not permanent. The state can choose
to withdraw at anytime.







Arguments for Not Expanding Medicaid Income Eligibility to 138% of the Federal Poverty
Level:


(1) Efficiency:  If the state wishes to use public funds to expand health insurance coverage,
there may be more efficient ways to do that than enrolling people in Medicaid; for
example, providing premium subsidies to help people enroll in employer-sponsored
coverage.


(2) Administrative Costs:  Even though the federal government will pay for 100% of the
medical services costs for the first three years, it will not pay for 100% of administrative
costs, which will be significant.


(3) Service Costs:  As the federal match rate declines, the state's funding obligation for
medical services costs will grow significantly.


(4) Budgetary Crowd Out:  Funding for the Medicaid expansion will divert state funds
from other important budget and policy priorities, including education, transportation,
human services, and corrections.


(5) Federal Cost Shifting:  Revenue envisioned to fund the Affordable Care Act may not
materialize. The federal government may be tempted to shift the cost of funding the act to
the states.
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Implementing the ACA’s Medicaid-Related Health Reform Provisions  
After the Supreme Court’s Decision 


On June 28, 2012, the United States Supreme Court issued its decision about the constitutionality of the 
Affordable Care Act’s (ACA) Medicaid expansion in National Federation of Independent Business (NFIB) v. 
Sebelius.1  The ACA expands Medicaid eligibility, beginning in 2014, to nearly all people under age 65 
who have incomes at or below 138% of the federal poverty level (FPL, $15,415 for an individual in 
2012).2  To fund this coverage expansion, the ACA provides that the federal government will fund 100% 
of most states’ costs in 2014 through 2016, gradually decreasing to 90% in 2020 and thereafter.3   The 
Supreme Court ruling on the ACA maintains the Medicaid expansion but limits the Secretary’s authority 
to enforce it.  If a state does not implement the expansion, the Secretary cannot withhold existing 
federal program funds.  


As states look ahead to the implementation of health reform in 2014, the Court’s decision raises a 
number of questions regarding the ACA’s Medicaid-related provisions.  This policy brief considers these 
questions in light of the Court’s decision.  A companion brief examines the Court’s ruling on the 
Medicaid expansion in more detail.4   


1.  What parts of the ACA are affected by the Court’s decision? 


The ACA contains numerous provisions, many of which affect the Medicaid program.  However, 
the Court’s decision focuses only on the ACA’s Medicaid expansion.  The Court describes the 
Medicaid expansion as encompassing the ACA’s requirement that states cover adults under age 
65 with incomes up to 138% FPL beginning in 2014,5 along with the ACA’s requirement that 
states provide benchmark benefits, including essential health benefits, to the newly eligible 
population,6 and the enhanced federal matching funds available for state costs in covering the 
newly eligible population.   


2.  What guidance has the Administration issued after the Court’s decision? 
 


On July 10, 2012, HHS Secretary Kathleen Sebelius sent a letter to state governors that describes 
the Court’s decision as affecting the ACA’s “expansion of Medicaid eligibility for low-income 
adults.”  The Secretary’s letter goes on to note that the “Court’s decision did not affect other 
provisions of the law.7   


 
3. Does the Court’s decision affect the ACA’s Medicaid expansion to 138% FPL for children 


ages 6 to 18? 
 


The Court’s decision does not affect the ACA’s Medicaid expansion for children ages 6 to 18 in 
households with income up to 138% FPL.8  The ACA’s Medicaid expansion for this group of 
children is contained in a different part of the ACA and codified in a different part of the Social 
Security Act than the Medicaid expansion for low-income adults considered by the Court.  States 
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participating in the Medicaid program already were required to cover children ages 6 to 18 in 
households with income up to 100% FPL, and the ACA amended that existing provision to 138% 
FPL effective January 1, 2014.9  Throughout its decision, the Court sometimes refers to 
“individuals” and sometimes refers to “adults” when describing the Medicaid expansion group.  
In addition, the Court contrasts the ACA’s Medicaid expansion with the program’s “traditional” 
coverage groups, which include children.  Finally, the Secretary’s July, 2012 letter describes the 
Court’s decision as encompassing “adults” and as not affecting other provisions of the ACA.10   
 
4.  Does the Court’s decision affect the ACA’s maintenance of effort provisions? 


The Court’s decision does not affect the ACA’s maintenance of effort provisions.  Separate from 
the Medicaid expansion, the ACA requires states to maintain eligibility standards, 
methodologies and procedures that are no more restrictive than those in effect under the state 
plan or waiver as of the ACA’s enactment on March 23, 2010, until the Secretary determines 
that an exchange is fully operational in the state for adults and through September 30, 2019 for 
children under age 19. 11   The maintenance of effort provisions are contained in a different part 
of the ACA and codified in a different part of the Social Security Act than the ACA’s Medicaid 
expansion and were not considered by the Court.  The Secretary’s July, 2012 letter confirms that 
no provisions of the law other than the expansion of Medicaid eligibility to adults up to 138% 
FPL are affected by the Court’s decision.  The Congressional Research Service also has concluded 
that the ACA’s maintenance of effort provisions are unaffected by the Court’s decision.12   


5. Does the Court’s decision affect the ACA’s eligibility and enrollment simplification 
procedures? 


 
The Court’s decision does not affect the ACA’s eligibility and enrollment simplification 
procedures.  The ACA requires states to determine financial eligibility for the Medicaid program 
based on the modified adjusted gross income (MAGI) methodology beginning in 2014.  The 
MAGI methodology applies to the ACA’s Medicaid expansion group as well as to most other 
coverage groups.13  The ACA also requires states to use streamlined application and enrollment 
procedures in their Medicaid programs as a whole beginning in 2014.14  The MAGI methodology 
and streamlined eligibility and enrollment procedures are contained in different parts of the 
ACA and codified in different parts of the Social Security Act than the ACA’s Medicaid expansion 
and were not considered by the Court.  The Secretary’s July, 2012 letter confirms that provisions 
of the law other than the Medicaid expansion are unaffected by the Court’s decision.  The 
Congressional Research Service also has concluded that the ACA’s MAGI provision is unaffected 
by the Court’s decision.15   
 
On April 19, 2011, CMS published a final rule that makes available 90% federal matching funds 
for states to upgrade their information technology systems to prepare for health reform.16  
Acting CMS Administrator Marilyn Tavenner issued a July 13, 2012 letter confirming that states 
can receive these grants even if they have not yet decided whether to comply with the ACA’s 
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Medicaid expansion, and states will not have to repay these funds if they ultimately do not 
expand their Medicaid programs.17   
 
6.  Does the Court’s decision affect other ACA changes to Medicaid? 


The ACA makes a number of other changes to the Medicaid program that are not impacted by 
the Court’s decision and remain in effect.18  These include: 


 The extension of coverage to young adults formerly in foster care 
 


 New state options to provide home and community-based long-term services and 
supports for people with disabilities 


 
 New opportunities for states to coordinate care for people with chronic conditions, such 


as health homes and the financial alignment demonstrations for people dually eligible 
for Medicare and Medicaid 


 
 The primary care provider payment rate increase for 2013 and 2014 


 
 Scheduled reductions in disproportionate share hospital payments 


 
7.  Can states expand eligibility to an income limit less than 138% FPL and still receive the 


enhanced FMAP? 


While the Secretary has not yet issued guidance on this issue, it does not appear that states can 
access enhanced federal matching funds without covering the entire group of people up to 
138% FPL based on the plain language of the ACA.19  The Court’s decision leaves unchanged all 
of the ACA’s provisions, including the Medicaid expansion.  The ACA’s Medicaid expansion is in 
the part of the law that delineates the mandatory eligibility groups and encompasses “all 
individuals . . . whose income . . . does not exceed 133 percent of the poverty line. . . .”20  (The 
ACA also provides for an income disregard of 5% FPL, effectively extending eligibility for the 
expansion group to 138% FPL.)  The enhanced federal funding provided by the ACA is tied to the 
individuals encompassed by the expansion group.  The language describing the expansion group 
does not on its face provide the option for states to set a lower income threshold to cover a 
portion of individuals in the group.  By contrast, the existing optional eligibility categories in the 
law expressly permit states the “option” of offering Medicaid to “any group or groups of 
individuals” within the listed optional categories.21   


8.  Can states opt in and opt out of the ACA’s Medicaid expansion over time?   


Regarding the timing of state implementation of the ACA’s Medicaid expansion, CMS has stated 
that states may “decide whether and when to expand, and if a state covers the expansion group, 
it may later drop the coverage.”22  This means that states can implement the ACA’s Medicaid 
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expansion for a period of time and then stop doing so, presumably without risking the loss of 
existing non-ACA expansion Medicaid funds.  States also can decide not to implement the 
Medicaid expansion initially but then do so later at some point after 2014.  CMS did not clarify 
whether states would still receive the enhanced federal matching funds in that situation.  States 
that do not implement the expansion in the first three years that it is available will forgo 100% 
federal funding for their costs, because the ACA specifies that 100% federal funds are available 
in the years 2014, 2015 and 2016.  In subsequent years, the ACA provides for enhanced federal 
funds to match states’ Medicaid expansion costs of 95% in 2017, 94% in 2018, 93% in 2019, and 
90% in 2020 and each year thereafter.23 


9. Will the Secretary apply her § 1115 waiver authority to the ACA Medicaid expansion 
group?   


Section 1115 of the Social Security Act grants authority to the HHS Secretary to waive state 
compliance with certain Medicaid requirements in the context of an “experimental, pilot, or 
demonstration project which, in the judgment of the Secretary is likely to assist in promoting the 
objectives of” the Medicaid program.24  The ACA’s Medicaid expansion group is included among 
the specific provisions over which the Secretary has waiver authority.  However, HHS has not yet 
issued guidance on this issue, leaving a number of open questions about whether and how the 
Secretary would exercise her § 1115 waiver authority in the context of the ACA’s Medicaid 
expansion, including: 


 What research or demonstration purpose will such waivers be designed to achieve if the 
Secretary permits expansions to a threshold less than 138% FPL?   
 


 Will enhanced federal matching funds be available for expansion populations covered 
under such waivers?   


 
 How will the traditional budget neutrality requirement impact such waivers?   


 
10.  If a state does not take up the Medicaid expansion, will its DSH funds still be reduced? 


 As noted above, the Court’s decision does not affect the scheduled reductions in federal 
matching funds for payments to disproportionate share (DSH) hospitals.  Under current law, 
states are required to make additional payments to hospitals serving disproportionate numbers 
of Medicaid and uninsured low-income patients.  The federal government matches these DSH 
payments up to the amount of an allotment for each state.25  The ACA reduces federal DSH 
allotments to all states by a total of $18.1 billion beginning in 2014 through 2020; the amount by 
which any individual state’s allotment is reduced is to be determined by a DSH health reform 
methodology developed by the Secretary of HHS.  Under this methodology, the largest 
percentage reductions are to apply to states with the lowest percentages of uninsured 
individuals and to states that do not target their DSH payments to hospitals with high volumes 
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of Medicaid inpatients or high level of uncompensated care.26  The Secretary has not yet 
published this methodology, leaving unanswered a number of questions, including:  


        Will the DSH health reform methodology provide for reductions in DSH funds in every 
state, or will the reductions be concentrated in certain states? 


  
        If a state does not take up the Medicaid expansion and, as a result, has a high 


percentage of uninsured adults with incomes under 100% of the FPL, will that state be 
subject to less of a reduction in federal DSH funds than a state that does take up the 
Medicaid expansion and, as a result, significantly reduces its percentage of uninsured 
adults?  


Looking Ahead 


Between now and 2014, states will determine whether to implement the ACA’s Medicaid expansion and 
receive the associated enhanced federal matching funds.  CMS’s July 13, 2012 letter indicates that there 
is no deadline by which states must tell CMS about their Medicaid expansion plans.27  By contrast, states 
must submit an Exchange Blueprint to HHS by November 16, 2012 if they seek to operate a state-based 
exchange or participate in a state 
partnership exchange for plan year 
2014.28    


In making the decision about the 
Medicaid expansion, states will have to 
consider a number of factors including the 
impact on their uninsured residents 
whom the Medicaid expansion was 
designed to reach, the impact on state 
budgets, the impact on uncompensated 
care costs, and the economic impact of 
enhanced federal matching funds flowing 
into the state.   


In states that do not implement the Medicaid expansion, there will be a gap in coverage that was not 
intended by the ACA.  The ACA’s Medicaid expansion will cover nearly all people with household 
incomes up to 138% FPL.  The premium tax credits and cost-sharing reductions to purchase qualified 
health plans through the insurance exchanges are available to people with household income between 
100% and 400% FPL (Figure 1).  Without Medicaid, some people with incomes below the poverty line 
will lack access to affordable health insurance coverage, making state decisions about the ACA’s 
Medicaid expansion important for this vulnerable population.   


 


 


This policy brief was prepared by MaryBeth Musumeci of the Kaiser Family Foundation’s  
Commission on Medicaid and the Uninsured. 


Figure 1


Eligibility for ACA Insurance Affordability Programs 


0 100 200 300 400 500


Medicaid Expansion


Exchange Subsidies


NOTES:  Exchange subsidies include advance payment of premium tax credits and cost-sharing reductions.  If a person with household income between 
100-138% FPL is eligible for Medicaid, she is ineligible for exchange subsidies. (The ACA expands Medicaid to 133% FPL and also provides for a 5% FPL 
income disregard, effectively expanding eligibility to 138% FPL.) Legal immigrants with incomes below 100% FPL who are ineligible for Medicaid based 
upon immigration status  (generally due to having been in the country for less than 5 years) are eligible for exchange subsidies.  This chart omits CHIP and 
optional state Basic Health Programs.  


% Federal Poverty Level
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2 ACA § 2001(a)(1), codified at 42 U.S.C. § 1396a(a)(10)(A)(i)(VIII).  The ACA expanded coverage to 133% FPL and also provides 
for an income disregard of 5% FPL, effectively extending eligibility to 138% FPL.  ACA § 2002(a), adding 42 U.S.C. § 
1396a(e)(14)(I).   
3 For states that were covering childless adults at their existing federal matching rates prior to March 23, 2010, the ACA phases 
in an increase in the federal matching rate so that by 2019, federal matching rates for this population will equal the rate for the 
newly eligible Medicaid expansion population at 93% in 2019 and 90% in 2020 and prospectively.  Kaiser Commission on 
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5 42 U.S.C. § 1396a(a)(10)(A)(i)(VIII), codifying ACA § 2001(a)(1).  The ACA also provides for an income disregard of 5% FPL, 
effectively extending eligibility to 138% FPL.  ACA § 2002(a), adding 42 U.S.C. § 1396a(e)(14)(I).   
6 The benchmark benefits package (which at state option may be the same as the state’s traditional state plan benefits package) 
must include the 10 categories of “essential health benefits” specified elsewhere in the ACA. Certain people are exempt from 
mandatory enrollment in benchmark coverage and must receive the Medicaid state plan benefits package.  See Kaiser Family 
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Health Benefits Bulletin, available at http://cciio.cms.gov/resources/files/Files2/02172012/ehb-faq-508.pdf.   
7 Available at http://www.scribd.com/doc/99753526/Secretary-Sebelius-Letter-to-the-Governors-071012.   
8 Existing Medicaid law already required participating states to cover children from birth to age 6 in households with incomes 
up to 133% FPL.  The ACA’s income disregard of 5% FPL will effectively extend eligibility for this group to 138% FPL.   
9 The amendment extended eligibility to 133% FPL.  ACA § 2001(a)(5), amending 42 U.S.C. § 1396a(l)(2)(C).  The ACA also 
provides for an income disregard of 5% FPL, effectively extending eligibility to 138% FPL.  ACA § 2002(a), adding 42 U.S.C. § 
1396a(e)(14)(I).   
10 See also Memorandum from Kathleen S. Swendiman and Evelyne P. Baumrucker, Congressional Research Service, Selected 
Issues Related to the Effect of NFIB v. Sebelius on the Medicaid Expansion Requirements in Section 2001 of the Affordable Care 
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12 Memorandum from Kathleen S. Swendiman and Evelyne P. Baumrucker, Congressional Research Service, Selected Issues 
Related to the Effect of NFIB v. Sebelius on the Medicaid Expansion Requirements in Section 2001 of the Affordable Care Act at 
5-6 (July 16, 2012), available at http://www.ncsl.org/documents/health/aca_medicaid_expansion_memo_1.pdf.      
13 ACA § 2002(a), amending 42 U.S.C. § 1396a(e).  Groups exempt from the MAGI methodology generally include people over 
age 65, people who are blind, people with disabilities, people with long-term care needs, people eligible for Medicare cost-
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14 ACA § 1413.   
15 Memorandum from Kathleen S. Swendiman and Evelyne P. Baumrucker, Congressional Research Service, Selected Issues 
Related to the Effect of NFIB v. Sebelius on the Medicaid Expansion Requirements in Section 2001 of the Affordable Care Act at 5, 
6-7 (July 16, 2012), available at http://www.ncsl.org/documents/health/aca_medicaid_expansion_memo_1.pdf.      
16 42 C.F.R. § 433.112, published at 76 Fed. Reg. 21974 (April 19, 2011).  
17 Available at http://online.wsj.com/public/resources/documents/HHSLETTER071312.pdf.   
18 See generally Kaiser Family Foundation, Medicaid and CHIP Health Reform Implementation Timeline, available at 
http://www.kff.org/healthreform/8064.cfm.   
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The Most Dramatic Impact is in Rural Areas
Impact on the Uninsured by Region


The Missouri Medicaid Expansion: Good for All Missourians
Most Critical Impact in Rural Missouri, Reducing Uninsured by Up to 31 Percent
January 2013
Dr. Timothy McBride; Washington University
Sidney Watson, J.D.; Saint Louis University School of Law
Amy Blouin, Missouri Budget Project 
Updated Version
Under federal health care reform, Missouri has a new opportunity to offer Medicaid insurance coverage to adults 
starting in 2014.  If approved by Missouri lawmakers, Medicaid eligibility would extend from the current 19 
percent of the federal poverty level to 138 percent, reducing the state’s uninsured by more than one-fourth, 
providing coverage for roughly 267,000 previously uninsured Missourians, and bringing an estimated $1.56 
billion in new federal health care matching funds into the state’s economy in 2014.  


This report estimates the impact 
of the Medicaid expansion at 
the local level, concluding that 
expanding Medicaid would help 
every region in the state, but 
would have the most dramatic 
impact in rural areas.  While the 
expansion would cover more 
people and attract more health 
care dollars in the urban areas of 
Kansas City and St. Louis, the 
biggest impact would be in rural 
regions, reducing the uninsured by 
as much as 31 percent in Southeast Missouri.  
In contrast, the reductions in the uninsured 
would be lower in the St. Louis and Kansas 
City regions (26 and 27 percent respectively).  
(See Appendix for detailed tables). 
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Expanding Medicaid Would Have Most Significant Impact on Rural Missouri
Missouri currently restricts eligibility for Medicaid to low-income children, pregnant women, people with 
disabilities who are unable to work, seniors, and very low-income parents. Eligibility is limited for low-income 
parents to those earning less than 19 percent of the federal poverty level (FPL), or approximately $292 per 
month for a family of three. Eligibility for Missourians with disabilities ends at 85 percent of the poverty level.1 
The Medicaid expansion would extend Medicaid eligibility to 138 percent of FPL (the equivalent of $2,195 in 
monthly income for a family of three) for those including working parents, working adults without children, and 
Missourians with disabilities. The expansion is fully federally funded for the first three years and requires only a 10 
percent state match even when fully phased in. 


Under the expansion, about 267,000 uninsured Missourians could gain access to health coverage, including 
working parents, other low wage workers, the recently jobless, high school and college graduates looking for full 
time employment, veterans, and the homeless, reducing the state’s uninsured by more than one-fourth, or 28 
percent.


Rural counties would 
experience an even 
higher reduction 
in their uninsured 
populations.  
Compared to urban 
areas of the state, rural 
Missouri counties can 
expect to have a larger 
portion of their population 
benefit directly from the 
expansion because rural areas 
tend to have higher rates of 
uninsurance due to lower rates 
of employer-sponsored insurance, 
more residents living in poverty, 
and other factors.2 Whatever 
the cause, as shown in the map 
on this page, within 21 rural 
Missouri counties, more than 10 
percent of the county population 
will be eligible for the expanded 
Medicaid coverage, surpassing 
urban counties. 


1 Missouri Medicaid also has special coverage for low-income women with breast or cervical cancer, or people in need of family 
planning services. Kaiser Commission on Medicaid and the Uninsured, Medicaid: A Primer  ( June 2010).  
2See, The Current and Future Role and Impact of Medicaid In Rural Health, RUPRI Rural Health Panel, September 2012, available at 
http://www.rupri.org/Forms/HealthPanel_Medicaid_Sept2012.pdf.


Every Part of the State Benefits
Percent of County Populations Eligible for Insurance Under the Expansion
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Local Economies Throughout Missouri Would Benefit from Medicaid Expansion
The Medicaid expansion would bring significant new spending into Missouri because the federal Medicaid match 
pays nearly all of the costs of expanding coverage in 
Missouri. The match will pay 100 percent of the costs for 
the first three years (2014-16), with a gradual reduction 
down to 90 percent in 2020 and beyond.


In 2014, the Medicaid initiative is estimated to bring 
an additional $1.56 billion into the state’s economy, the 
equivalent of bringing a new large employer to the state.3 
Because a higher percentage of people in rural areas would 
benefit from the Medicaid expansion, the impact of this 
infusion of federal dollars would in fact be larger in rural 
areas in Missouri.


Without the Medicaid Expansion, Working Missourians Will Continue to Lack Insurance  
If Missouri does not implement the Medicaid expansion, low-income, working Missourians will face a significant 
gap in potential coverage. The health reform law provides Missourians earning between 100 and 400 percent 
of the FPL (approximately $11,000-$45,000 for an individual and $19,000-$77,000 for a family of three) new 
federal premium tax credits to purchase sliding scale individual health insurance plans through the newly created 
Health Insurance Exchange if they don’t have access to affordable employer-sponsored coverage. However, 
Missourians with incomes under 100 percent FPL will not have access to these tax credits. Their only option is 
the Medicaid expansion. Because the Medicaid expansion has a more significant impact on rural Missourians, the 
gap in coverage without the expansion would more severely impact rural areas of the state. More detailed regional 
and county-level data is available in the Appendix of this report.


19% FPL 100% FPL


Medicaid Expansion


Missourians Left in Gap Without Expansion


Similar to Bringing in a Major New 
Corporation to the State?


Expanding Medicaid in 2014 would bring $1.56 
billion in new dollars to the state of Missouri.  
This is roughly equivalent to the total revenues 
of Panera Bread Company, which earned $1.8 
billion in total revenues in 2012, and has its 


headquarters in Missouri.
 (The St. Louis Regional Chamber & Growth 


Association (RCGA), 2012)


3St. Louis Regional Chamber and Growth Association (RCGA), “Greater St. Louis is Home to 21 Fortune 1000 Companies,”  
http://www.stlrcga.org/x2629.xml
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APPENDIX A.  A minor error was included in the tables in the original version of this paper. The content of the tables has been corrected.
Methodology and Comparisons to Other Recent Studies
Methods and data:  The analysis in this paper is based on a unique micro-simulation model developed by health 
policy expert Dr. Timothy McBride of Washington University in St. Louis. The analysis uses a combination of 
individual-level data drawn from the Current Population Survey (CPS) over the years 2006-2010, as well as a 
number of additional supplemental data sources to capture the costs of coverage at the individual, state and federal 
levels.  For the purposes of this analysis, low-income persons in Missouri (below 138 percent FPL) are the focus, 
and starting in 2014 it is assumed that these individuals may have the choice of obtaining coverage through the 
options outlined in the Affordable Care Act (ACA).  


Medicaid cost estimates are based on recent estimates of cost per enrollee at the state level obtained from the 
Kaiser Family Foundation and the State of Missouri, and are differentiated by eligibility category (children, adults, 
and disabled).  Adjustments are made to the estimates over time using assumptions about the growth of Medicaid 
and health spending, based on recent trends in Medicaid spending over time in Missouri and nationally.


For the purposes of estimating whether individuals who have access to public coverage actually will obtain coverage, 
the model computes take-up rates for Medicaid coverage (as well as for all others with the option of choosing 
employer or other coverage through the ACA, though not the focus here). The model starts with the microanalytic 
database sample described above. The data includes a range of variables on individuals, including their insurance 
coverage, demographic, employment, and family characteristics. Using these variables, the simulations use a model 
drawn from the literature to estimate the probability that an individual will “take-up” or accept the offer of insurance, 
and become insured, given that they have been offered health insurance.  However, the multivariate models were 
adjusted for this simulation model using more current published analysis. The model relies on several important 
assumptions, or adjustments to the models from the literature. Perhaps most importantly, the model relies on the 
estimates of the policy parameters (especially the health insurance premiums and subsidies) individuals would face 
under a program described above. It is assumed that the parameters in the model for insurance take-up have not 
changed, but that only the premium amounts and person characteristics have changed over time.  The final “take-
up rate” for Medicaid eligible persons in Missouri roughly equals about 73 percent, which is consistent with many 
recent analyses on this subject.


Comparisons to other recent studies
Other recent studies have estimated the number of Missourians who would become new Medicaid enrollees 
under the new Medicaid initiative in the Affordable Care Act.  The estimates are outlined in Table A.  As shown, 
the studies show a range of estimates for the number of individuals that might participate in the new Medicaid 
expansion, in 2014 and over time.  This leads to a range of estimates of the federal dollars that would flow to 
Missouri to cover these individuals.


It is important to note that projections of Medicaid enrollment and spending can vary (sometimes significantly) 
for a number of legitimate analytical reasons, including:


 1.  Use of different base surveys.   Estimates may be based on different national surveys such as the   
 American Community Survey (ACS), the Current Population Survey (CPS), or other sources.


 2.  Use of different survey years.  The estimates may be based initially on different base survey years (for 
 example, the latest CPS data available is from March 2012 for 2011 estimates, but these data only  
 recently became available; county-level estimates from the ACS recently became available only for 2010).


 3.  Simulations to different years.  Some estimates present projections of Medicaid populations and  
 expenditures to 2014 (the first proposed year of implementation of the ACA), or to later years or for a 
 range of years (e.g., 2014-22).
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 4.  Assumptions.  Projections rely crucially on the assumptions made about Medicaid expansions.  To cite 
 a few key factors:  
  a.  Assumptions about the costs of Medicaid to different populations (adults, disabled adults, 
  elderly, children); 
  b.  Assumptions about the growth of these costs over time;
  c.  Assumptions about the “take-up rate” of individuals into Medicaid (that is, how many eligible 
  individuals will actually enroll into Medicaid); 
  d.  Assumptions about possible program savings that could occur as new individuals are enrolled, 
  reducing costs in other parts of the Medicaid program; and other factors.


 5.  Counts of new versus currently eligible persons.  Under a Medicaid expansion, some individuals will 
 become newly eligible (e.g. single adults or those above the current Medicaid income thresholds in 
 Missouri), while others who are currently eligible but not enrolled may enroll if Medicaid is expanded (the 
 so-called “woodwork effect”).  For the most part, most recent estimates of Medicaid expansions have 
 reported “new Medicaid enrollees” and not the number and costs of currently eligible Medicaid enrollees, 
 though assumptions about this are not always clear.  


A related issue is that some currently eligible Medicaid enrollees who are not enrolled may enroll at a rate that is 
cheaper to the state than if they had enrolled without a Medicaid expansion.  For example, a disabled adult who is 
between 85 percent and 100 percent of the federal poverty line could “spenddown” to Medicaid eligibility and then 
the state government would cover this person and pay the current state portion of the costs (roughly 35 percent).  
However, under the ACA, this person would not need to spend down and the matching rate for the state would 
be zero. 


It is quite possible that these factors account for the differences in the range of estimates presented in Appendix 
Table A, if not other factors.
Table A. New Medicaid Initiative:  Projected Medicaid Enrollment and New Federal Spending in 
Missouri, 2014-2022


Source


New Medicaid Enrollment in Missouri New Federal Spending in Missouri


2014 2022 2014 2022


Washington University/
Saint Louis University/
Missouri Budget Project 
(January 2013)


267,000 n.a. $1.58 billion Not shown


Missouri Office of 
Administration 
(December 2012)


259,499 307,542 (2021) $907 million $2.3 billion (2021)


Kaiser Foundation/
Urban Institute 
(“The Cost and 
Coverage Implications 
of the ACA Medicaid 
Expansion: National 
and State-by-State 
Analysis,” November 
2012)


Not shown 383,000 Over 2014-2022 period, total of $17.8 billion 


University of Missouri/
Dobson DaVanzo 
(“The Economic 
Impacts of Medicaid 
Expansion on Missouri,” 
November 2012)


159,260 161,281 $1.13 billion $1.20 billion
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APPENDIX B.  


Table B. Impact of Medicaid Expansion on Missouri, 2014
Washington University, Brown School Micro-Simulation


TOTAL POPULATION NON-ELDERLY ADULTS, LESS THAN 138% OF FEDERAL POVERTY lINE (POTENTIALLY ELIGIBLE 
FOR MEDICAID EXPANSION)


Total 
population, 
2014


Number of 
Uninsured 
2014


Number non-
elderly adults, 
less than 
138% FPL, 
2014


Total non-
elderly adults 
uninsured, 
less than 
138% FPL, 
2014


Projected 
Number of 
new non-
elderly adults 
covered by 
Medicaid


Medicaid 
dollars 
(thousands)


Medicaid 
expansion 
reduces total 
uninsured by


TOTAL 
MISSOURI  5,145,559  959,820  1,503,345  369,738  267,306 $1,564,115 28%


BY REGION:


Southwest  905,669  207,859  330,980  83,696  60,564 $355,704 29%


Southeast  600,977  122,674  237,421  51,834  37,501 $220,097 31%


Northwest  380,210  72,506  112,319  27,083  19,601 $115,194 27%


Northeast  531,767  97,191  162,859  37,646  27,162 $157,625 28%


Kansas City  977,681  184,952  260,016  69,924  50,486 $293,807 27%


St. Louis  1,749,254  274,639  399,749  99,555  71,992 $421,686 26%


BY RURAL/
URBAN:


Rural  1,322,675  284,888  503,015  117,081  84,806 $500,137 30%


Urban  3,822,883  674,932  1,000,331  252,658  182,501 $1,063,977 27%


APPENDIX C.  
County Level Data
The following table shows the actual number and percent of people uninsured by Missouri County in 2010 
according to Census Data. The counties are listed in order of greatest percent of uninsured to least. Scotland 
County has the highest rate of uninsured as a percent of the county population at 25.5 percent.  The final column 
shows the percent of each county’s population eligible for the expansion.


Table C.  Missouri: Uninsured Population and Persons Below 138% of Federal Poverty Line with and 
Without Insurance, by County in 2010
Counties listed in order of highest to lowest percent uninsured within the total county population
U.S. Census Bureau, Small Area Health Insurance Estimates (SAHIE) for Counties and States, 2010, compiled by Washington University, 
2012


County name


 ALL PERSONS ALL PERSONS UNDER 138% FPL


 Total 
Population 


 Number 
uninsured 


Percent 
uninsured


 Total 
Population 


 Number 
uninsured 


Percent 
uninsured


Percent of 
Population 
Eligible for 
Medicaid 


Expansion


MISSOURI TOTAL  5,007,946  766,031 15.3%  1,199,814  337,877 28.2% 6.7%


Scotland  3,915  999 25.5%  1,365  516 37.8% 13.2%


Knox  3,253  815 25.1%  1,236  429 34.7% 13.2%
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County name


 ALL PERSONS ALL PERSONS UNDER 138% FPL


 Total 
Population 


 Number 
uninsured 


Percent 
uninsured


 Total 
Population 


 Number 
uninsured 


Percent 
uninsured


Percent of 
Population 
Eligible for 
Medicaid 


Expansion


Taney  41,223  9,574 23.2%  14,122  4,744 33.6% 11.5%


Ozark  7,422  1,721 23.2%  2,811  874 31.1% 11.8%


Morgan  15,850  3,624 22.9%  5,419  1,699 31.4% 10.7%


McDonald  20,011  4,568 22.8%  7,283  2,196 30.2% 11.0%


Daviess  6,827  1,538 22.5%  2,187  726 33.2% 10.6%


Hickory  6,751  1,519 22.5%  2,465  769 31.2% 11.4%


Shannon  6,932  1,537 22.2%  2,975  827 27.8% 11.9%


Sullivan  5,535  1,219 22.0%  1,883  631 33.5% 11.4%


Worth  1,641  352 21.5%  504  167 33.1% 10.2%


Oregon  8,710  1,841 21.1%  3,661  976 26.7% 11.2%


Dade  6,191  1,287 20.8%  2,105  641 30.5% 10.4%


Barry  29,106  6,040 20.8%  9,368  2,939 31.4% 10.1%


Carter  5,229  1,083 20.7%  2,129  567 26.6% 10.8%


Jasper  99,963  20,617 20.6%  31,268  9,580 30.6% 9.6%


Stone  24,122  4,952 20.5%  6,861  2,284 33.3% 9.5%


Putnam  3,878  796 20.5%  1,271  400 31.5% 10.3%


Wright  15,408  3,161 20.5%  6,655  1,674 25.2% 10.9%


Benton  14,014  2,854 20.4%  4,496  1,379 30.7% 9.8%


Douglass  10,850  2,182 20.1%  4,177  1,122 26.9% 10.3%


Pettis  35,451  7,073 20.0%  10,890  3,387 31.1% 9.6%


Webster  30,640  6,081 19.8%  9,626  2,681 27.9% 8.8%


Cedar  10,773  2,138 19.8%  4,018  1,092 27.2% 10.1%


Mercer  3,001  593 19.8%  906  277 30.6% 9.2%


Harrison  7,022  1,385 19.7%  2,356  665 28.2% 9.5%


Schulyer  3,539  697 19.7%  1,339  363 27.1% 10.3%


St. Clair  7,392  1,439 19.5%  2,388  700 29.3% 9.5%


Lawrence  31,982  6,198 19.4%  10,050  2,851 28.4% 8.9%


Texas  19,602  3,784 19.3%  7,227  1,899 26.3% 9.7%


Gentry  5,295  1,021 19.3%  1,537  479 31.2% 9.0%


Ripley  11,400  2,198 19.3%  4,779  1,175 24.6% 10.3%


St. Louis city  275,698  53,134 19.3%  100,372  27,200 27.1% 9.9%


Maries  7,465  1,427 19.1%  2,075  629 30.3% 8.4%


Shelby  5,051  965 19.1%  1,541  450 29.2% 8.9%


Moniteau  12,219  2,315 18.9%  2,996  939 31.3% 7.7%


Polk  24,888  4,711 18.9%  8,429  2,326 27.6% 9.3%


Madison  9,902  1,871 18.9%  3,165  876 27.7% 8.8%


Dent  12,617  2,374 18.8%  4,206  1,099 26.1% 8.7%


Reynolds  5,274  990 18.8%  1,976  522 26.4% 9.9%


Newton  48,543  9,076 18.7%  13,831  4,176 30.2% 8.6%


Clark  5,844  1,091 18.7%  1,687  499 29.6% 8.5%


Camden  34,053  6,355 18.7%  8,538  2,711 31.8% 8.0%
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County name


 ALL PERSONS ALL PERSONS UNDER 138% FPL


 Total 
Population 


 Number 
uninsured 


Percent 
uninsured


 Total 
Population 


 Number 
uninsured 


Percent 
uninsured


Percent of 
Population 
Eligible for 
Medicaid 


Expansion


Dallas  13,817  2,575 18.6%  4,689  1,213 25.9% 8.8%


Wayne  10,523  1,950 18.5%  4,180  1,023 24.5% 9.7%


Bates  13,799  2,548 18.5%  3,939  1,153 29.3% 8.4%


Monroe  7,085  1,307 18.4%  1,902  596 31.3% 8.4%


Miller  20,638  3,758 18.2%  6,604  1,731 26.2% 8.4%


Jackson  582,868  104,865 18.0%  145,416  47,310 32.5% 8.1%


Pike  13,627  2,450 18.0%  3,811  1,114 29.2% 8.2%


Howell  33,266  5,967 17.9%  12,244  2,957 24.2% 8.9%


Vernon  17,047  3,056 17.9%  5,650  1,469 26.0% 8.6%


Mississippi  10,445  1,868 17.9%  4,063  929 22.9% 8.9%


Stoddard  24,405  4,361 17.9%  7,734  2,119 27.4% 8.7%


Bollinger  10,200  1,812 17.8%  3,241  843 26.0% 8.3%


Gasconade  12,080  2,136 17.7%  2,928  905 30.9% 7.5%


Macon  12,433  2,198 17.7%  3,547  961 27.1% 7.7%


Holt  3,840  678 17.7%  956  302 31.6% 7.9%


Grundy  7,990  1,410 17.6%  2,478  670 27.0% 8.4%


Barton  10,185  1,795 17.6%  3,071  784 25.5% 7.7%


Laclede  29,759  5,211 17.5%  9,804  2,422 24.7% 8.1%


Washington  20,745  3,624 17.5%  7,286  1,798 24.7% 8.7%


Montgomery  9,760  1,704 17.5%  2,772  742 26.8% 7.6%


Lewis  7,960  1,382 17.4%  2,262  647 28.6% 8.1%


Crawford  20,422  3,535 17.3%  6,434  1,587 24.7% 7.8%


Howard  7,877  1,361 17.3%  2,149  618 28.8% 7.8%


Adair  19,659  3,392 17.3%  6,906  1,842 26.7% 9.4%


Iron  8,501  1,459 17.2%  2,903  707 24.4% 8.3%


Saline  18,609  3,182 17.1%  5,543  1,513 27.3% 8.1%


Greene  226,984  38,502 17.0%  64,162  18,368 28.6% 8.1%


Dunklin  26,297  4,431 16.8%  10,595  2,254 21.3% 8.6%


Chariton  6,059  1,011 16.7%  1,451  442 30.5% 7.3%


Butler  35,060  5,803 16.6%  12,099  2,815 23.3% 8.0%


Phelps  36,539  6,045 16.5%  11,410  2,919 25.6% 8.0%


Henry  17,775  2,933 16.5%  5,108  1,357 26.6% 7.6%


Cooper  13,460  2,214 16.4%  3,562  1,027 28.8% 7.6%


Linn  10,252  1,685 16.4%  2,804  757 27.0% 7.4%


DeKalb  7,744  1,255 16.2%  1,740  517 29.7% 6.7%


New Madrid  15,703  2,538 16.2%  5,558  1,288 23.2% 8.2%


Caldwell  7,685  1,226 16.0%  2,177  559 25.7% 7.3%


Carroll  7,452  1,182 15.9%  1,954  530 27.1% 7.1%


Christian  67,670  10,578 15.6%  13,873  3,986 28.7% 5.9%


Osage  11,458  1,784 15.6%  2,325  715 30.8% 6.2%


Scott  33,023  5,118 15.5%  9,784  2,286 23.4% 6.9%
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County name


 ALL PERSONS ALL PERSONS UNDER 138% FPL


 Total 
Population 


 Number 
uninsured 


Percent 
uninsured


 Total 
Population 


 Number 
uninsured 


Percent 
uninsured


Percent of 
Population 
Eligible for 
Medicaid 


Expansion


Randoph  19,533  3,019 15.5%  5,990  1,427 23.8% 7.3%


St. Francois  50,071  7,679 15.3%  14,589  3,481 23.9% 7.0%


Audrain  19,733  3,016 15.3%  5,677  1,336 23.5% 6.8%


Lafayette  27,446  4,166 15.2%  6,097  1,705 28.0% 6.2%


Atchinson  4,401  668 15.2%  909  275 30.3% 6.2%


Livingston  11,310  1,711 15.1%  3,196  798 25.0% 7.1%


Ralls  8,442  1,271 15.1%  1,666  533 32.0% 6.3%


Johnson  43,709  6,572 15.0%  11,826  3,020 25.5% 6.9%


Cape Girardeau  61,818  9,278 15.0%  14,509  4,313 29.7% 7.0%


Lincoln  46,411  6,837 14.7%  9,418  2,599 27.6% 5.6%


Perry  15,832  2,311 14.6%  3,514  974 27.7% 6.2%


Andrew  14,532  2,106 14.5%  2,516  785 31.2% 5.4%


Franklin  86,655  12,537 14.5%  17,676  5,004 28.3% 5.8%


Callaway  35,164  5,067 14.4%  7,582  2,092 27.6% 5.9%


Pemiscot  15,452  2,219 14.4%  6,875  1,205 17.5% 7.8%


Nodaway  16,951  2,411 14.2%  4,783  1,201 25.1% 7.1%


Pulaski  39,074  5,537 14.2%  10,735  2,320 21.6% 5.9%


Marion  23,412  3,308 14.1%  6,576  1,461 22.2% 6.2%


Buchanan  72,799  10,242 14.1%  19,043  4,510 23.7% 6.2%


Boone  139,608  19,630 14.1%  37,615  9,783 26.0% 7.0%


Ste. Genevieve  14,990  2,105 14.0%  2,885  868 30.1% 5.8%


Clinton  17,309  2,427 14.0%  3,197  938 29.3% 5.4%


Jefferson  192,319  26,963 14.0%  32,847  9,929 30.2% 5.2%


Warren  27,420  3,732 13.6%  5,674  1,497 26.4% 5.5%


Ray  19,748  2,641 13.4%  3,753  993 26.5% 5.0%


Cass  85,171  10,706 12.6%  13,422  3,841 28.6% 4.5%


St. Louis county  833,172  97,327 11.7%  135,888  38,077 28.0% 4.6%


Cole  62,063  7,092 11.4%  11,014  2,715 24.7% 4.4%


Clay  195,008  21,875 11.2%  29,439  8,106 27.5% 4.2%


St. Charles  314,628  29,228 9.3%  32,257  9,594 29.7% 3.0%


Platte  78,583  7,267 9.2%  9,365  2,588 27.6% 3.3%
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A Guide to the Supreme Court’s Decision on the ACA’s Medicaid Expansion 


On June 28, 2012, the U.S. Supreme Court issued its decision in the case challenging the constitutionality 
of the Affordable Care Act (ACA), National Federation of Independent Business (NFIB) v. Sebelius.1  Two 
main provisions of the 2010 health reform law were at issue.  The Court upheld the constitutionality of 
the ACA’s minimum essential coverage provision, known as the individual mandate, which requires most 
people to maintain a minimum level of health insurance coverage beginning in 2014.2  The most 
complex part of the Court’s decision concerned the ACA’s Medicaid expansion:  a majority of the Court 
found the ACA’s Medicaid expansion unconstitutionally coercive of states because states did not have 
adequate notice to voluntarily consent to this change in the Medicaid program, and all of a state’s 
existing federal Medicaid funds potentially were at risk for non-compliance.  However, a different 
majority of the Court held that this issue was fully remedied by limiting the Health and Human Services 
(HHS) Secretary’s enforcement authority, thus leaving the Medicaid expansion (and all other ACA 
provisions) intact in the law.   


This policy brief examines the Court’s ruling on the Medicaid expansion.  A companion brief considers 
questions about implementation of the Medicaid-related provisions of the health reform law in light of 
the Court’s decision.3   


Background 


The Medicaid Program 


The Medicaid program provides health insurance coverage to people with low incomes.  It is jointly 
funded by the federal and state governments.  The share of federal matching funds that a state receives 
varies based on average per capita income and in 2012, ranges from 50% to 74.18% of a state’s 
Medicaid costs.4  States are not required to participate in the Medicaid program, but all states currently 
do.    


States that choose to participate in Medicaid have substantial discretion in determining whether to 
cover optional groups and benefits, how care is delivered, and how and what providers are paid.  
However, participating states must follow certain federal rules as a condition of receiving federal 
matching funds.5  When it first established the Medicaid program, Congress gave the HHS Secretary 
authority to enforce state compliance with federal Medicaid program rules by withholding all or a 
portion of a state’s federal matching funds.6  Such a penalty can only be imposed after notice and the 
opportunity for a hearing and is subject to judicial review.7  The Secretary never has withheld a state’s 
entire Medicaid grant as a penalty for noncompliance with federal requirements.   
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Since the program’s enactment in 1965, 
federal Medicaid law has required 
participating states to cover certain groups 
of people, and Congress subsequently has 
expanded the mandatory coverage 
groups.  Prior to the ACA, these 
mandatory coverage groups principally 
included pregnant women and children 
under age 6 with family incomes at or 
below 133% of the federal poverty level 
(FPL, $30,657 per year for a family of four 
in 2012), children ages 6 through 18 with 
family incomes at or below 100% FPL 
($23,050 for a family of four in 2012), 
parents and caretaker relatives who meet the financial eligibility requirements for the former AFDC 
(cash assistance) program, and elderly people and people with disabilities who qualify for Supplemental 
Security Income (SSI) benefits based on their low income and resources.   


Federal law prior to the ACA excluded from Medicaid coverage non-disabled, non-pregnant adults 
without dependent children, unless states obtained waivers to expand coverage.  As of 2012, only 8 
states provided full Medicaid benefits to 
these low-income adults, with some of 
these states establishing very low income 
thresholds and/or limiting the number of 
adults who may enroll (Figure 1).  
Medicaid eligibility for working parents 
also is limited, with nearly two-thirds of 
states (33) restricting Medicaid eligibility 
to parents earning less than 100% FPL, and 
17 states setting parent eligibility at less 
than half the federal poverty level in 2012 
(Figure 2).8   


The ACA’s Medicaid Expansion 


One of Congress’ goals in enacting the ACA was to reduce the number of uninsured Americans by 
expanding access to affordable health insurance coverage.  Congress sought to achieve this goal through 
a variety of means, building on the system of employer-sponsored coverage by adding insurance market 
reforms and the individual mandate, which requires most people to maintain minimum essential 
coverage or pay a penalty beginning in 2014.9  The ACA also establishes health insurance exchanges, 
which are new marketplaces that will be operable in 2014, where people can purchase qualified health 
plans and gain access to premium tax credits and cost-sharing subsidies.  In addition, the ACA expands 
access to affordable coverage through its expansion of eligibility for Medicaid benefits.   


Figure 1


NOTE: Map identifies the broadest scope of coverage in the state. 
SOURCE: Kaiser Commission on Medicaid and the Uninsured and the Georgetown University Center for Children and Families, 2012.


Medicaid Coverage of Low-Income Adults, January 2012
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Figure 2


NOTE: The federal poverty line (FPL) for a family of three in 2012 is $19,090 per year. 
SOURCE: Kaiser Commission on Medicaid and the Uninsured and the Georgetown University Center for Children and Families, 2012.


Working Parents’ Medicaid Eligibility by Income, January 2012
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The ACA’s Medicaid expansion requires that, beginning in 2014, participating states cover nearly all 
people under age 65, who are not pregnant, not entitled to Medicare, not described in an existing 
mandatory coverage group, and who have incomes at or below 138% FPL ($15,415 per year for an 
individual in 2012).10  To fund this coverage expansion, the ACA provides that the federal government 
will fund 100% of most states’ costs in 2014 through 2016, gradually decreasing to 90% in 2020 and 
thereafter.11  The ACA also requires states to provide newly eligible Medicaid beneficiaries with a 
benchmark benefits package (which at state option may be the same as the state’s traditional state plan 
benefits package), which must include the 10 categories of “essential health benefits” specified 
elsewhere in the ACA.12   


Prior to the Court’s decision, the Congressional Budget Office (CBO) estimated that the ACA’s Medicaid 
expansion would cover 17 million uninsured low-income Americans by 2022.  In July, 2012, the CBO 
revised that estimate to 11 million people, in light of the Court’s decision.13   


The Lawsuit Challenging the ACA’s Medicaid Expansion 


The constitutional challenge to the ACA’s Medicaid expansion was filed by the state of Florida, joined by 
25 other states, including Alabama, Alaska, Arizona, Colorado, Georgia, Idaho, Indiana, Iowa, Kansas, 
Louisiana, Maine, Michigan, Mississippi, Nebraska, Nevada, North Dakota, Ohio, Pennsylvania, South 
Carolina, South Dakota, Texas, Utah, 
Washington, Wisconsin, and Wyoming 
(Figure 3).14  Thirteen states, including 
California, Connecticut, Delaware, 
Hawaii, Illinois, Iowa, Maryland, 
Massachusetts, New Mexico, New York, 
Oregon, Vermont, and Washington, filed 
amicus (“friend of the court”) briefs 
supporting the constitutionality of the 
Medicaid expansion.  Two states, Iowa 
and Washington, were on both sides of 
the case, as their governors and 
attorneys general took opposite 
positions.   


Congress’ Authority to Place Conditions on Federal Grants to States 


The challenge to the ACA’s Medicaid expansion raised questions about the proper balance of power 
between the federal government and the states.  The Constitution grants Congress certain enumerated 
powers, and when Congress acts within those power, its laws are supreme.  All powers that are not 
specifically enumerated in the Constitution as belonging to the federal government remain with the 
states pursuant to the Tenth Amendment.  If Congress oversteps by enacting a law that exceeds its 
powers, the Supreme Court has authority to declare the law invalid.   


Figure 3
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Congress’ enumerated powers include its spending power.  Article I, section 8 of the Constitution in 
pertinent part provides that “Congress shall have Power. . . [to] provide for the common Defense and 
general Welfare of the United States.”   


The Supreme Court has long recognized that Congress may attach conditions to the federal funds that it 
disburses to states under its spending power to ensure that funds are spent according to Congress’ 
vision of the general welfare.  This power has been interpreted broadly to allow Congress to achieve 
policy objectives that it could not attain by legislating directly through its enumerated powers.  While 
such conditions can be viewed as extending into areas traditionally encompassed by the states’ general 
police power to regulate the public’s health, safety and welfare, at the same time, “states have 
traditionally been considered by courts to be [sovereign governments and therefore] relatively resistant 
to such coercion.”15 


Prior to NFIB v. Sebelius, the Court upheld Congress’ power to fix the terms on which it disburses federal 
money to states as long as the condition satisfies four factors:  it must be (1) related to the general 
welfare, (2) stated unambiguously, (3) clearly related to the program’s purpose, and (4) not otherwise 
unconstitutional.16  In only two earlier cases, one in the 1930s, and another in the 1980s, the Court 
noted as an aside that there possibly could be a future case in which a financial inducement offered by 
Congress could pass the point at which permissible pressure on states to legislate according to Congress’ 
policy objectives crosses the line and becomes unconstitutional coercion.17   


The Supreme Court’s Decision About the ACA’s Medicaid Expansion 


In NFIB v. Sebelius, the Court for the first time found that a federal condition on a grant to states was 
unconstitutionally coercive.  This conclusion was reached by Chief Justice Roberts in an opinion joined 
by Justices Breyer and Kagan.  The same conclusion also was reached in the unsigned dissenting opinion 
joined by Justices Scalia, Kennedy, Thomas, and Alito, yielding a seven justice majority.  Justice Ginsburg, 
joined by Justice Sotomayor, disagreed with the majority view and found that the ACA’s Medicaid 
expansion was a constitutional exercise of Congress’ spending power.   


The Court also split on the appropriate remedy for the unconstitutional coercion.  On this issue, Chief 
Justice Roberts, along with Justices Breyer and Kagan, found that the Secretary’s power to enforce state 
compliance with the ACA’s Medicaid expansion should be constrained.  Justice Ginsburg along with 
Justice Sotomayor agreed with this view, for a five justice majority.  The four joint dissenters instead 
found that the entire ACA should be invalidated.  The breakdown of the Court’s votes on the ACA’s 
Medicaid expansion is summarized in Table 1, and the Court’s reasoning is explained below.     
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Table 1:  
Supreme Court Votes on the ACA’s Medicaid Expansion 


Issue Chief 
Justice 
Roberts 


Justice 
Breyer 


Justice 
Kagan 


Justice 
Ginsburg 


Justice 
Sotomayor 


Justice 
Scalia 


Justice 
Kennedy 


Justice 
Thomas 


Justice 
Alito 


The ACA’s Medicaid 
Expansion is 


Unconstitutionally 
Coercive (7:2) 


Yes Yes Yes No No Yes Yes Yes Yes 


The Secretary’s 
Enforcement 


Authority Should 
be Limited (5:4) 


Yes Yes Yes Yes Yes N/A N/A N/A N/A 


The Entire ACA 
Should be 


Invalidated (4:5) 


No No No No No Yes Yes Yes Yes 


 


The Medicaid Expansion is Unconstitutionally Coercive of States Because States Lacked Adequate Notice 
to Voluntarily Consent and the Secretary Could Withhold All Existing Medicaid Funds 


In determining the constitutionality of the ACA’s Medicaid expansion, the Court revisited the 
overarching question about the proper division of power between the federal government and the 
states when Congress exercises its spending power.  All members of the Court agreed that Congress may 
offer grants to states and require states to comply with certain conditions in return.  The Court 
disagreed, however, about the limits on the scope of Congress’ power in this area.  The differing views 
on this issue led to divergent conclusions about the constitutionality of the ACA’s Medicaid expansion 
and its relationship to the rest of the Medicaid program.  The three main opinions that comprise the 
Court’s decision about the constitutionality of the Medicaid expansion are summarized in Table 2.   


The Roberts Plurality 


Chief Justice Roberts along with Justices Breyer and Kagan emphasized that states, as independent 
sovereigns, must have a “genuine choice”18 about whether to accept offers of federal funds that have 
conditions attached.  If states do not have a true choice, according to the Roberts plurality, the federal 
government can achieve its policy objectives while remaining insulated from the political ramifications 
of its decisions.19  Chief Justice Roberts also cautioned that the legitimacy of federal conditions on grants 
to states rests on the states’ knowing and voluntary acceptance of the terms; while Congress may use its 
spending power to create incentives for states to act in accordance with federal policies, Congress may 
not exert undue influence by compelling states’ policy choices.20  In addition, Chief Justice Roberts noted 
that Congress may not surprise states with post-acceptance or retroactive conditions.21  The Roberts 
plurality found that when conditions on the use of federal funds “take the form of threats to terminate 
other significant independent grants,” as opposed to governing the use of the funds themselves, 
Congress has impermissibly pressured states to implement policy changes.22   


Applying these principles to the ACA’s Medicaid expansion, the Roberts plurality found that Congress 
had unconstitutionally threatened non-compliant states with the loss of all of their existing Medicaid 
funds, which amounted to a “gun to the head.”23  While the threatened loss of five percent of federal 
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highway funds in an earlier case was only “mild encouragement” and therefore permissible, Chief Justice 
Roberts concluded that the threatened loss of all Medicaid funds, which constitute over 10% of a state’s 
overall budget, is “economic dragooning that leaves the States with no real option but to acquiesce in 
the Medicaid expansion.”24  The Roberts plurality found the ACA’s enhanced federal matching funds to 
implement the Medicaid expansion irrelevant to its analysis, instead concluding that “’your money or 
your life’ is a coercive proposition, whether you have a single dollar in your pocket or $500.”25  While 
concluding that the ACA’s Medicaid expansion is coercive, the Court did not establish the line where 
permissible persuasion gives way to impermissible coercion.26   


The Roberts plurality characterized the Medicaid expansion as a “shift in kind, not merely  degree,” 
constituting an “element of a comprehensive national plan to provide universal health insurance 
coverage” rather than a program to cover only certain discrete categories of needy individuals.27  Chief 
Justice Roberts noted that prior amendments to Medicaid altered and expanded the boundaries of the 
original coverage groups of people with disabilities, people who are blind, seniors, and needy families 
with dependent children, whereas the ACA’s Medicaid expansion reaches the “entire nonelderly 
population with income below 133 percent of the poverty level.”28  The Roberts plurality used the ACA’s 
separate funding for the Medicaid expansion along with the requirement that states provide the 
expansion group with coverage that is “less comprehensive than the traditional Medicaid benefit 
package” to bolster its conclusion that the ACA’s Medicaid expansion transformed the nature of the 
program.29     


The Ginsburg Concurrence  


Justice Ginsburg, along with Justice Sotomayor, disagreed and found that Congress’ spending power is 
appropriately constrained by the existing factors contained in the Court’s earlier decision that require 
spending clause conditions to be related to the general welfare, stated unambiguously, clearly related to 
the program’s purpose, and not otherwise unconstitutional.30  In Justice Ginsburg’s view, federal 
spending clause grants to states are gifts, and rather than marginalizing states, such federal grants 
enable states to participate in the development and administration of spending clause programs.31   


Justices Ginsburg and Sotomayor concluded that the ACA’s Medicaid expansion was not coercive 
because states had nearly four years’ notice of the change and had been on notice since 1965 that 
Congress reserved the right to amend the program.32  Justice Ginsburg noted that Congress had 
amended Medicaid more than 50 times since its enactment, with a trend of enlarging the population 
and services covered by the program.33   


In Justice Ginsburg’s view, the Medicaid program as amended by the ACA is not a new program but 
rather a “single program with a constant aim.”34  It was created to provide medical assistance to needy 
people, and according to Justice Ginsburg, “[s]ingle adults earning no more than $14,856 per year -- 
133% of the current federal poverty level -- surely rank among the Nation’s poor.”35  Justice Ginsburg 
noted that the ACA leaves the “vast majority” of the Medicaid Act unchanged – it “adds beneficiaries to 
the existing program and specifies the rate at which States will be reimbursed for services provided to 
the added beneficiaries.”36   
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The Joint Dissent 


In their joint dissent, Justices Scalia, Kennedy, Thomas, and Alito stressed that the “legitimacy of 
attaching conditions to federal grants to the States depends on the voluntariness of the States’ choice to 
accept or decline the offered package.”37  According to this group, while Congress may encourage states 
to regulate in a certain manner, Congress may not compel states to do so because political 
accountability would be threatened.38  Like the Roberts plurality, the joint dissent notes that Congress is 
prohibited from directly “‘commandeer[ing] the legislative processes of the States by directly compelling 
them to enact and enforce a federal regulatory program,” and Congress should not be able to effectively 
accomplish the same goal by coercing states to participate in federal spending programs.39   


Turning to the ACA’s Medicaid expansion, the joint dissenters concluded that denying non-consenting 
states all Medicaid funding was unconstitutionally coercive.40  The joint dissenters observed that the 
“sheer size” of the Medicaid program means that a state “would be very hard pressed to compensate 
for the loss of federal funds by cutting other spending or raising additional revenue” to create and fund 
its own program.41  They also found that the fact that Congress provided no “backup scheme” to cover 
people with incomes below the poverty line demonstrated that Congress believed states had no choice 
about whether to expand their Medicaid programs.42  Like the Roberts plurality, the joint dissent does 
not draw a line between permissible persuasion and impermissible coercion, but the joint dissent does 
emphasize how the size of the overall Medicaid program and the potential “severe sanction” of losing all 
existing funds for failing to implement the ACA’s expansion make this case distinctive.43   


Like the Roberts plurality, the joint dissenters concluded that the ACA’s Medicaid expansion changed the 
program from one that covered only members of a limited list of vulnerable groups into one that 
provides at least the requisite minimum level of coverage for all poor people.44   
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Table 2: 
Summary of Supreme Court Opinions on the Constitutionality of the ACA’s Medicaid Expansion 


Issue Chief Justice Roberts joined by 
Justices Breyer and Kagan 


Justice Ginsburg joined by 
Justice Sotomayor 


Joint dissent of Justices Scalia, 
Kennedy, Thomas, and Alito 


What is the proper scope of 
Congress’ power in relation to 
the states under the Spending 
Clause? 


Congress may offer states grants 
and require states to comply 
with accompanying conditions, 
but states, as independent 
sovereigns, must have a genuine 
choice about whether to accept 
such offers.  When a state has no 
choice, the federal government 
can achieve its policy objectives 
while remaining insulated from 
the political ramifications of its 
decisions.  Congress may not 
surprise participating states with 
post-acceptance or retroactive 
conditions.  When conditions on 
the use of federal funds take the 
form of threats to terminate 
other significant independent 
grants, they impermissibly 
pressure states to accept policy 
changes.   


The proper scope of Congress’ 
spending power is defined by the 
4 pre-existing factors which 
require spending clause 
conditions to be related to the 
general welfare, stated 
unambiguously, clearly related to 
the program’s purpose, and not 
otherwise constitutional.  The 
Court has never before 
invalidated a spending clause 
condition as unconstitutionally 
coercive of states.  Spending 
clause grants to states are gifts.  
The alternative to conditional 
federal spending is not state 
autonomy but state 
marginalization through the 
establishment of exclusively 
federal programs without the 
opportunity for states to 
participate.   


The legitimacy of attaching 
conditions to federal grants to 
states depends on the 
voluntariness of the states’ 
choice to accept or decline the 
offered package.  Theoretical 
voluntariness is not enough.  If 
states really have no choice 
other than to accept the 
package, the offer is coercive.  
The Constitution has never been 
understood to require states to 
govern according to Congress’ 
instructions.  Where all Congress 
has done is to encourage state 
regulation rather than to compel 
it, state governments remain 
accountable to the local 
electorate.  But where the 
federal government compels 
states to regulate, the 
accountability of both state and 
federal officials is diminished.   


Is the ACA’s Medicaid expansion 
coercive of states? 


Yes.  The ACA’s Medicaid 
expansion violates the 
Constitution by threatening 
existing Medicaid funding.  
States have no choice because 
they must either accept a basic 
change in the nature of Medicaid 
or risk losing all Medicaid 
funding. 


No.  The ACA’s Medicaid 
expansion does not take effect 
until 2014, and states have been 
on notice since 1965 that 
Congress reserved right to alter, 
amend or repeal the program.   
Congress has amended the 
Medicaid program on more than 
50 occasions, with enlargement 
of the population and services 
covered by Medicaid as the 
trend.   


Yes.  The ACA’s Medicaid 
expansion exceeds federal power 
in denying non-consenting states 
all Medicaid funding.  The sheer 
size of Medicaid in relation to 
state expenditures means that a 
state would be very hard pressed 
to compensate for the loss of 
federal funds by cutting other 
spending or raising additional 
revenue to create and fund its 
own program.  In addition, 
Congress provided no backup 
insurance scheme for individuals 
with incomes below FPL.   


Is the ACA’s Medicaid expansion 
different from the existing 
Medicaid program and its prior 
expansions? 


Yes.  The ACA dramatically 
increases state obligations under 
Medicaid by requiring coverage 
of all individuals under age 65 
with incomes up to 133% FPL by 
2014, whereas the current 
program requires coverage of 
only certain discrete categories 
of needy individuals.  The 
Medicaid expansion is a shift in 
kind, not merely in degree – it is 
no longer a program to care for 
the neediest but rather an 
element of a comprehensive 
national plan to provide 
universal health insurance 
coverage. 


No.  The Medicaid program as 
amended by the ACA is a single 
program with a constant aim:  
Medicaid was created to enable 
states to provide medical 
assistance to needy persons.  By 
bringing health care within reach 
of a larger population of 
Americans unable to afford it, 
the ACA’s Medicaid expansion is 
an extension of that basic aim.  
Single adults earning no more 
than $14,856 (133% FPL) surely 
rank among the nation’s poor. 


Yes.  Congress expanded 
Medicaid, transforming it from a 
program covering only members 
of a limited list of vulnerable 
groups into a program that 
provides at least the minimum 
level of coverage for the poor 
required to satisfy the ACA’s 
individual mandate.   
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The Unconstitutionality of the Medicaid Expansion is Fully Remedied By Circumscribing the Secretary’s 
Enforcement Authority, Allowing the Medicaid Expansion to Survive in the ACA 


After a majority of the Court determined that the ACA’s Medicaid expansion is unconstitutionally 
coercive of states, the Court considered the appropriate remedy.  Here a different majority emerged, 
which allowed the ACA’s Medicaid expansion to remain in the law, with the Secretary’s power to 
enforce state compliance with the Medicaid expansion circumscribed.  The three main opinions that 
comprise the Court’s decision about the remedy are summarized in Table 3.   


The Roberts Plurality 


Having concluded that the ACA’s Medicaid expansion is unconstitutionally coercive of states, the 
Roberts plurality determined that the constitutional violation is “fully remedi[ed]” by prohibiting the 
Secretary from withdrawing existing Medicaid funds for a state’s failure to comply with the ACA’s 
Medicaid expansion.45  However, the Secretary may withhold ACA expansion funds if states that choose 
to participate in the expansion fail to meet its requirements.46   


The Roberts plurality noted that “nothing in [the Court’s decision] precludes Congress from offering 
funds under the [ACA] to expand [Medicaid] and requiring that States accepting such funds comply with 
the conditions on their use.”47  The result of the remedy fashioned by the Roberts plurality means that 
all provisions of the ACA, including the Medicaid expansion, remain in effect as written by Congress.48  In 
addition, other than the limitation on the Secretary’s ability to enforce compliance with the ACA’s 
Medicaid expansion, the remainder of the Medicaid Act is unaffected, and the Secretary retains her 
present authority to withhold existing program funds to enforce state compliance with the existing 
program.49   


The Ginsburg Concurrence 


While Justice Ginsburg disagreed that the ACA’s Medicaid expansion is unconstitutionally coercive, she 
agreed with the Roberts plurality about the appropriate remedy given that a majority of the Court 
accepted the argument that “prospective withholding of funds formerly available exceeds Congress’ 
spending power.”50  Justice Ginsburg noted that the limitation on the Secretary’s enforcement authority 
imposed by the Court means that the ACA’s Medicaid expansion “remains available to any State that 
affirms its willingness to participate.”51  She also observed that the Court’s decision “does not strike 
down any provision of the ACA,” that the ACA’s enhanced federal funding for the Medicaid expansion 
“remains intact,” and that the “Secretary’s authority to withhold funds for reasons other than non-
compliance with the [ACA’s Medicaid] expansion remains unaffected.”52   


The Joint Dissent 


The four dissenting justices would have imposed a different remedy for the Court’s conclusion that the 
ACA’s Medicaid expansion is unconstitutional.  The joint dissenters found that the ACA’s Medicaid 
expansion is “central to [the law’s] design and operation, and all the Act’s other provisions would not 
have been enacted without” it (and the individual mandate, which the joint dissenters also found 
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unconstitutional on all grounds).53  Consequently, the joint dissent would have invalidated the entire 
ACA.54  The dissenters criticize the majority’s remedy as improperly writing a new law and replacing the 
one drafted by Congress.55   


Table 3: 
Summary of Supreme Court Opinions on the Appropriate Remedy for the  


Unconstitutional Coercion of the ACA’s Medicaid Expansion 


Issue Chief Justice Roberts joined by 
Justices Breyer and Kagan 


Justice Ginsburg joined by 
Justice Sotomayor 


Joint dissent of Justices Scalia, 
Kennedy, Thomas, and Alito 


What is the appropriate remedy 
for the ACA’s Medicaid 
expansion’s unconstitutional 
coercion? 


Congress may offer funds to 
states to expand Medicaid and 
require states accepting such 
funds to comply with conditions 
on their use.  Congress may not 
penalize states that choose not 
to participate in the new 
program by taking away existing 
Medicaid funds.  The 
constitutional violation is fully 
remedied by prohibiting the 
Secretary from withdrawing 
existing Medicaid funds for a 
state’s failure to comply with the 
requirements of the ACA’s 
Medicaid expansion.  The 
Secretary may withhold ACA 
expansion funds if states that 
choose to participate in the 
expansion fail to comply with its 
requirements. 


Given that a majority of the 
Court buys the argument that 
prospective withholding of 
federal funds formerly available 
exceeds Congress’ spending 
power, the appropriate remedy 
is to bar the impermissible 
withholding.  Congress’ 
extension of Medicaid through 
the ACA remains available to any 
state that affirms its willingness 
to participate.  The Court 
prohibits the application of the 
Secretary’s authority to withhold 
existing Medicaid funds from 
states that decline to conform 
their Medicaid plans to the ACA’s 
requirements.   


The Medicaid expansion is 
central to the ACA’s design and 
operation, and all the ACA’s 
other provisions would not have 
been enacted without it (and the 
individual mandate).  It must 
follow that the entire statute is 
inoperable.   


What is the effect on the rest of 
the ACA? 


The remainder of the ACA is 
unaffected, as is the rest of the 
Medicaid Act. 


The Court does not strike down 
any portion of the ACA.  The 
ACA’s authorization of funds to 
finance the Medicaid expansion 
remains intact.   


The entire ACA should be 
invalidated.   


What is the effect on the 
Secretary’s authority to enforce 
state compliance with existing 
Medicaid provisions? 


The Court’s decision does not 
affect the Secretary’s authority 
to withhold existing program 
funds to enforce state 
compliance with the existing 
Medicaid program.   


The Secretary’s authority to 
withhold federal Medicaid funds 
for reasons other than 
noncompliance with the ACA’s 
Medicaid expansion remains 
unaffected.   


Not addressed.   


 


Looking Ahead 


The Supreme Court’s decision about Medicaid expansion did not strike down any provision of the ACA.  
The ACA’s expansion group continues to exist in the law as written by Congress, as a new mandatory 
coverage group beginning in 2014.  However, the practical effect of the Court’s decision makes the 
ACA’s Medicaid expansion optional for states because, if states do not implement the expansion, states 
can lose only ACA Medicaid expansion funds.  The Court ruled that the Secretary may not withhold all or 
part of a state’s matching funds for the rest of the Medicaid program if a state does not implement the 
expansion.   
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The Court’s decision did not disturb other Medicaid-related provisions of the ACA.  The decision also 
leaves intact the existing Medicaid program and the Secretary’s long-standing authority to withhold all 
or a portion of a state’s federal Medicaid funds for non-compliance with existing federal program rules.   


Now that the constitutionality of the ACA’s Medicaid expansion has been settled by the Supreme Court, 
implementation of health reform continues to proceed.  As states move toward 2014, a number of 
questions about implementation of the Medicaid-related provisions of the ACA have arisen in light of 
the Court’s decision, which are the subject of a companion brief.56   


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


 


This policy brief was prepared by MaryBeth Musumeci of the Kaiser Family Foundation’s Commission 
on Medicaid and the Uninsured. 







FOCUS Health Reformon FOCUS Health Reformon


12 A Guide to the Supreme Court’S deCiSion on the ACA’S mediCAid expAnSion


FOCUS Health Reformon FOCUS Health Reformon


FOCUS Health Reformon


THE HENRY J. KAISER FAMILY FOUNDATION                                                                                                                                www.k�.org
Headquarters:  2400 Sand Hill Road   Menlo Park, CA 94025    650.854.9400    Fax:  650.854.4800
Washington O�ces and Barbara Jordan Conference Center:  1330 G Street, NW   Washington, DC 20005   202.347.5270   Fax:  202.347.5274


�e Kaiser Family Foundation, a leader in health policy analysis, health journalism and communication, is dedicated to �lling the need for trusted, independent 
information on the major health issues facing our nation and its people.  �e Foundation is a non-pro�t private operating foundation, based in Menlo Park, California.


                                                           
Endnotes 


1 567 U.S. ___ (2012), available at http://www.supremecourt.gov/opinions/11pdf/11-393c3a2.pdf.     
2 For a general discussion of the Court’s decision, see Kaiser Family Foundation, A Guide to the Supreme Court’s Affordable Care 
Act Decision (July 2012), available at http://www.kff.org/healthreform/8332.cfm.   
3 Kaiser Family Foundation, Implementing the ACA’s Medicaid-Related Health Reform Provisions After the Supreme Court’s 
Decision (Aug. 2012), available at http://www.kff.org/medicaid/8346.cfm 
4 Kaiser Commission on Medicaid and the Uninsured, An Overview of Changes in the Federal Medical Assistance Percentages 
(FMAP) for Medicaid (July, 2011), available at http://www.kff.org/medicaid/8210.cfm.   
5 For more information about the Medicaid program’s required and optional elements, see Kaiser Commission on Medicaid and 
the Uninsured, Federal Core Requirements and State Options in Medicaid:  Current Policies and Key Issues (April 2011), available 
at http://www.kff.org/medicaid/8174.cfm.   
6 42 U.S.C. § 1396c.   
7 42 C.F.R. § 430.38.  
8 Kaiser Commission on Medicaid and the Uninsured and Georgetown University Center for Children and Families, Performing 
Under Pressure:  Annual Findings of a 50-State Survey of Eligibility, Enrollment, Renewal and Cost-Sharing Policies in Medicaid 
and CHIP, 2011-2012 (Jan. 2012), available at http://www.kff.org/medicaid/8272.cfm.   
9 People exempt from the individual mandate include undocumented immigrants, religious objectors, and people who are 
incarcerated.  People exempt from the mandate’s financial penalty include people for whom annual insurance premiums 
exceed 8% of household adjusted gross income, members of American Indian tribes, people who receive financial hardship 
waivers, people with incomes below the federal income tax filing threshold, and people who lack insurance for less than three 
months during a year.  Almost 9 in 10 non-elderly people in 2014 would either satisfy the mandate automatically, because they 
already are insured, or be exempt from it.  Kaiser Family Foundation, Health Reform Source, Notes on Health Insurance and 
Reform, The Individual Mandate:  How Sweeping?  (March 21, 2012), available at http://healthreform.kff.org/notes-on-health-
insurance-and-reform.aspx?source=QL&page=1.   
10 ACA § 2001(a)(1), codified at 42 U.S.C. § 1396a(a)(10)(A)(i)(VIII).  The ACA expands coverage to 133% FPL and also provides 
for an income disregard of 5% FPL, effectively extending eligibility for the Medicaid expansion group to 138% FPL ($15,415 for 
an individual and $31,809 for a family of four in 2012).  ACA § 2002(a), adding 42 U.S.C. § 1396a(e)(14)(I).   
11 For states that were covering childless adults at their existing federal matching rates prior to March 23, 2010, the ACA phases 
in an increase in the federal matching rate so that federal matching rates for this population will equal the rate for the newly 
eligible Medicaid expansion population at 93% in 2019 and 90% in 2020 and prospectively.  Kaiser Commission on Medicaid and 
the Uninsured, Medicaid Coverage and Spending in Health Reform:  National and State-by-State Results for Adults at or Below 
133% FPL (May 2010), available at http://www.kff.org/healthereform/8076.cfm.   
12 Certain people are exempt from mandatory enrollment in benchmark coverage and must receive the Medicaid state plan 
benefits package.  See Kaiser Family Foundation, Explaining Health Reform:  Benefits and Cost-Sharing for Adult Medicaid 
Beneficiaries (Aug. 2010), available at http://www.kff.org/healthreform/8092.cfm; see also 42 C.F.R. § 440.330(d); CMS, 
Frequently Asked Questions on Essential Health Benefits Bulletin, available at 
http://cciio.cms.gov/resources/files/Files2/02172012/ehb-faq-508.pdf. 
13 Congressional Budget Office, Estimates for the Insurance Coverage Provisions of the Affordable Care Act Updated for the 
Recent Supreme Court Decision (July 2012), available at http://www.cbo.gov/sites/default/files/cbofiles/attachments/43472-
07-24-2012-CoverageEstimates.pdf.   
14 The case was filed as Florida v. HHS, and subsequently combined with NFIB v. Sebelius.  Separately, Virginia filed its own 
lawsuit challenging the ACA’s individual mandate but not the Medicaid expansion.  The Supreme Court did not agree to hear 
Virginia’s case.   
15 Kenneth R. Thomas, Congressional Research Service, Federalism Challenge to Medicaid Expansion Under the Affordable Care 
Act:  Florida v. Department of Health and Human Services at 6 (Feb. 21, 2012); see also I. Glenn Cohen and James F. Blumstein, 
“The Constitutionality of the ACA’s Medicaid Expansion Mandate,” The New England Journal of Medicine (Jan. 12, 2012) 
(recognizing that Congress’ spending power is broad).   
16 South Dakota v. Dole, 483 U.S. 203 (1987).   
17 Id.; Steward Machine Co. v. Davis, 301 U.S. 548 (1937).   







FOCUS Health Reformon FOCUS Health ReformonFOCUS Health Reformon FOCUS Health Reformon


FOCUS Health Reformon


THE HENRY J. KAISER FAMILY FOUNDATION                                                                                                                                www.k�.org
Headquarters:  2400 Sand Hill Road   Menlo Park, CA 94025    650.854.9400    Fax:  650.854.4800
Washington O�ces and Barbara Jordan Conference Center:  1330 G Street, NW   Washington, DC 20005   202.347.5270   Fax:  202.347.5274


�e Kaiser Family Foundation, a leader in health policy analysis, health journalism and communication, is dedicated to �lling the need for trusted, independent 
information on the major health issues facing our nation and its people.  �e Foundation is a non-pro�t private operating foundation, based in Menlo Park, California.


This publication (#8347) is available on the Kaiser Family Foundation’s website at www.kff.org.


                                                                                                                                                                                           
18 NFIB v. Sebelius, 567 U.S. ___, Roberts, C.J., slip opin. at 57 (2012).   
19 Id. at 48. 
20 Id. at 47.   
21 Id. at 54.   
22 Id. at 50.   
23 Id. at 51. 
24 Id. at 51, 52. 
25 Id. at 52, n.12.   
26 Id. at 55.   
27 Id. at 53.   
28 Id.  The ACA expands Medicaid up to 133% FPL and also includes a 5% FPL income disregard, effectively expanding eligibility 
to 138% FPL.  ACA § 2002(a), adding 42 U.S.C. § 1396a(e)(14)(I).   
29 Id.at 54.   
30 Id., Ginsburg, J., slip opin. at 46.   
31 Id. at 44.   
32 Id. at 54.   
33 Id. at 41.   
34 Id. at 39.   
35 Id. at 50.  The ACA expands Medicaid up to 133% FPL and also includes a 5% FPL income disregard, effectively expanding 
eligibility to 138% FPL.  ACA § 2002(a), adding 42 U.S.C. § 1396a(e)(14)(I).   
36 Id. at 49.   
37 Id., Joint Dissent, slip opin. at 35.   
38 Id. at 34-35.   
39 Id. at 34.   
40 Id. at 38, 40.   
41 Id. at 40.  
42 Id. at 43-44.   
43 Id. at 38-42.   
44 Id. at 38-39.   
45 Id., Roberts, C.J., slip opin. at 56.   
46 Id. 
47 Id. at 55. 
48 Id. at 58.   
49 Id. at 56.  
50 Id., Ginsburg, J., slip opin. at 40.   
51 Id. at 41.   
52 Id. at 60-61.   
53 Id., Joint Dissent, slip opin. at 3.   
54 Id. at 49.   
55 Id. at 48.   
56 Kaiser Family Foundation, Implementing the ACA’s Medicaid-Related Health Reform Provisions After the Supreme Court’s 
Decision (Aug. 2012), available at http://www.kff.org/healthreform/8348.cfm.    








 


 


 


 


 


 


 


 


 


An Estimate of the Economic Ramifications Attributable to the 


Potential Medicaid Expansion on the Montana Economy 
 
 


 


 


 


 


 


Prepared for: 


The Office of the Commissioner of Securities and Insurance  


State of Montana 


 


 


 


 


 


Submitted by:   


The Bureau of Business and Economic Research  


The University of Montana 


 


 


 


 


January 2013 
 


 


 


 


 


 


 


 


 


 


  







 


 


Executive Summary 
 


 


The U.S. Supreme Court ruled early in the summer of 2012 that states that do not expand 


their Medicaid programs to 138 percent of the federal poverty level ($31,809 for a family 


of four) will not lose funding for their entire Medicaid program. In essence, this ruling 


means that states may now choose to not expand their Medicaid programs without the 


fear of losing all federal funding for Medicaid.  


 


The largest, potential new cost for states under the Affordable Care Act (ACA) is the 


state option to expand Medicaid. The expansion however increases cost for two groups, 


those newly eligible under the expansion and those previously eligible but not enrolled in 


Medicaid. From 2014 to 2016, the federal government will pay 100 percent of the cost 


for newly eligible Medicaid enrollees, and half the cost of administering the program. 


From 2017 and beyond, the state will assume a greater share of the cost as the federal 


match decreases and the state share increases, eventually reaching 10 percent in 2020 and 


thereafter.  The state’s share of serving the previously eligible for Medicaid is based on 


the Federal Medical Assistance Percentage (FMAP) calculated each year by the Centers 


for Medicare and Medicaid Services, currently 34 percent in Montana. 


 


While the costs of the Medicaid expansion are obvious, there are certain benefits that 


accrue to the expansion as well. New federal dollars will flow into Montana as the federal 


government supports each state’s Medicaid expansion. These dollars otherwise wouldn’t 


exist, and as such, new dollars create jobs, labor income, and potential new tax revenues 


for state governments. Uncompensated medical care, including under-compensated 


medical care, provided to Medicaid enrollees should decrease as uninsured now become 


insured. While this may not manifest itself as reduced medical costs for other Montanans, 


it does decrease the amount of cost-shifting that otherwise would occur without the 


expansion. Other less quantifiable benefits of transitioning from uninsured to insured 


include decreased morbidity and mortality, increased productivity, and better access to 


usual sources of care, particularly primary care. 


 


Estimating the potential cost and benefits of expanding Medicaid is fraught with 


challenges. The Bureau of Business and Economic Research (BBER) at The University 


of Montana conducted an intensive survey of households during 2011 to help identify 


some of the key parameters necessary to model the Medicaid expansion. Many aspects of 


modeling the expansion are subject to best judgments, such as the take-up rate among 


Medicaid enrollees and the future cost of serving a newly expanded Medicaid population. 


 


The take-up rate of Medicaid enrollees is highly variable from state to state.  Participation 


in Medicaid varies from a low of 63 percent in Louisiana to a high of 83 percent in 


Massachusetts. Conservative states in general have lower take-up rates (54 percent) 


relative to more liberal states (61 percent). Compounding these differences in take-up 


rates is that childless adults are expected to be the largest constituency of newly eligible 


adults and childless adults are typically less likely to enroll in Medicaid than others. 


 







 


 


The target population for the Medicaid expansion is the uninsured with incomes below 


138 percent of the federal poverty level ($15,415 for an individual and $31,809 for a 


family of four). Using BBER survey data, the number of uninsured in Montana meeting 


this poverty threshold is 69,000. This conforms to recently released estimates provided by 


the American Community Survey, U.S. Census, that 68,259 uninsured Montanans are 


under 138 percent of the federal poverty level.  


 


Not all of the 69,000 individuals eligible for the expansion will enroll. Many factors, 


including the method of enrollment, influence the participation rate in Medicaid. A 2011 


study by Lake Research Partners indicates that on-line enrollment increases the 


probability that Medicaid eligible populations will enroll, compared to much lower 


probabilities for enrollment at government offices or community centers. Not only is the 


tool for enrollment important, the intensity of state efforts in outreach should influence 


the proportion of the Medicaid eligible population that enrolls in the expansion.  


 


Another consideration is the bubble population which are those at risk of cycling in and 


out of Medicaid due to changing income and family circumstances. Many studies suggest 


the population most likely to move in and out of Medicaid is those between 138 percent 


and 150 percent of the federal poverty level. In Montana, this could add another 4,400 


individuals to Medicaid. If instead the poverty threshold is increased to 200 percent of the 


federal poverty level ($22,340 for individuals and $46,100 for a family of four), another 


26,000 uninsured Montanans could be added to the Medicaid expansion. 


 


Another challenge to estimating the number of potential Medicaid enrollees is due to the 


woodwork effect and crowd-out. The woodwork effect is the population previously 


eligible for Medicaid before the expansion who now enrolls in Medicaid. This population 


may now enroll since the Medicaid enrollment process may be made simpler, and the 


state aggressively markets the expansion. The woodwork effect may also exist since the 


individual mandate upheld by the Supreme Court may encourage individuals to enroll 


rather than face the penalty for having no health insurance. For Montana, this woodwork 


effect is small, only 4,000 uninsured with incomes below 33 percent of the federal 


poverty level are expected to enroll in the expansion. 


 


A more significant effect, however, is the potential for crowd-out. Crowd-out occurs 


when individuals are pushed from private insurance to a cheaper public alternative, such 


as Medicaid. Crowd-out occurs because employers may choose to drop health insurance 


coverage for their low-wage workers and instead send them into Medicaid for health 


coverage. In addition, those individuals with other forms of private insurance coverage 


may find the Medicaid option a cheaper alternative. The magnitude of crowd-out varies 


significantly in the literature. One recent study estimated crowd-out to be as high as 25.8 


percent of newly enrolled Medicaid beneficiaries. The BBER estimates the potential 


crowd-out population to be approximately 14,000. 


 


One variable often missing from studies on the Medicaid expansion is the growth in the 


Medicaid eligible population over time. In the BBER analysis, the Medicaid population is 


expected to increase at approximately 1 percent per year. This growth rate is based on 







 


 


fourth quarter overall Medicaid growth for 2010 to 2012. Take-up rates are assumed to 


vary by year as the marketing of the Medicaid expansion increases awareness and 


enrollment policies are simplified based on the previous year’s experiences. Beginning in 


2014, the take-up rate in Montana is assumed to be 57 percent and increases 


incrementally year-by-year to eventually reach 83 percent in 2020 and thereafter. 


Following this methodology, 56,000 new Medicaid enrollees are expected to enroll in 


2014, ultimately reaching 78,000 in 2021. Nearly 25 percent of new Medicaid enrollees 


are the previously insured that enroll in Medicaid as the result of losing their private 


health insurance coverage. The remaining enrollees (42,000) are those that now qualify 


for Medicaid under the expansion due to the higher income threshold and those 


previously eligible that now enroll in the program.  


 


In order to properly estimate the cost of the Medicaid expansion, two groups must be 


modeled. The woodwork effect population will receive the traditional federal medical 


assistance percentage (FMAP) over the course of the Medicaid expansion. The current 


FMAP for Montana is 66 percent, which means that for every dollar the state contributes 


toward the care of the Medicaid enrollee, the federal government contributes $1.94.  


 


For the remaining newly eligible Medicaid enrollees the FMAP is 100 percent during 


2014 through 2016. The FMAP is ten phased down until it reaches 90 percent in 2020. 


The phase down in the FMAP is gradual, 95 percent in 2017, 94 percent in 2018, and 93 


percent in 2019. Starting in 2020 and thereafter, the state share of the FMPA is 10 percent 


for newly eligible Medicaid enrollees.  


 


Another critical variable in modeling the cost of the Medicaid expansion is the cost per 


member per year (PMPY). The Kaiser Family Foundation reports per enrollee spending 


for FY 2009 by type of Medicaid enrollee. Although the average spending per Medicaid 


enrollee is $7,348 per year, spending per enrollee varies from a high of almost $23,000 


per enrollee for the aged to $2,900 per enrollee for children. Spending on adults is 60 


percent of the average spending for all groups combined, or $4,382. As a point of 


comparison, Mathematica Policy Institute estimates the per member per month (PMPM) 


cost for non-disabled adults in Montana during 2006 at $735, excluding administrative 


costs, or almost $9,000 annually. In-house analysis of Medicaid claims data for adults 18 


to 64 years of age, for the period October 2010 to September 2011, indicates PMPM 


medical costs of $641, and PMPM pharmacy costs of $151, for a total PMPM cost of 


$792. Annualized, the PMPY costs total $9,504. A Montana Department of Public Health 


and Human Services (DPHHS) analysis of non-disabled Medicaid enrollees in 2009 


estimates PMPM costs of $825, or $9,900 annually. 


 


Since a sizable proportion of the Medicaid expansion will be childless adults, the relative 


health of this population will be a key driver behind the actual costs per enrollee. The 


BBER estimates that of the 42,000 childless adults that may enroll in Medicaid, 25 


percent self-report fair to poor health. It is likely then that the sickest of childless adults 


may be the first to enroll in the Medicaid expansion. For this reason, the BBER uses 


PMPY costs as documented by BBER analysis, DPHHS analysis, and Mathematica 


Policy Institute analysis of Montana Medicaid data for non-disabled adults. 







 


 


As such, two cost scenarios are modeled, one with 2011 PMPY costs of $9,504 and 


another with 2009 PMPY costs of $9,900 for non-disabled adults. 


 


Since medical costs escalate each year, all PMPY costs are escalated over the 2014 to 


2021 modeling period according the Consumer Price Index for medical care services. For 


the 2005 to 2011 period, medical care prices increased at an annual rate of 3.6 percent, or 


nearly 45 percent higher than the general inflation rate over the same period.  


 


Under the lower-cost scenario, state obligations to the Medicaid expansion, excluding 


administrative costs, total $363.1 million for FY 2014 through FY 2021. State obligations 


increase year by year as per enrollee cost increase, take-up rates increase, the Medicaid 


population grows, and the state FMAP gradually increases. The federal government 


financial obligation totals $5.8 billion over the entire FY 2014 to FY 2021 modeling 


period. The federal government's share increases each fiscal year, albeit by smaller 


percentages due to the decreasing FMAP from 2017 and beyond. Under the lower-cost 


per enrollee scenario, total state and federal obligations for FY 2014 through FY 2021 


total $6.1 billion.  


 


As a point of contrast and comparison, a higher-cost per enrollee was modeled. This 


higher cost scenario assumes that PMPY costs are $1,226 above the lower cost scenario. 


All costs are again exclusive of administrative costs associated with the Medicaid 


expansion. 


 


Total state obligations for the higher-cost scenario amount to $406 million, compared to 


$363 million under the lower-cost scenario, for the FY 2014 to FY 2021 period. Federal 


obligations increase as well, totaling $6.4 billion or $0.6 billion more than the lower-cost 


scenario.  


 


Administrative costs are estimated according to Mathematica Policy Institute analysis of 


Montana Medicaid in 2009. Administrative costs are 6 percent of total costs, consistent 


with the national average for administrative costs. Total administrative costs are split 


equally between the state and the federal government. 


 


Adding administrative costs to both modeling scenarios increases the total state 


obligation to the Medicaid expansion program to $517.7 million over FY 2014 to FY 


2021. For the high-cost scenario, total state obligations increase to $578.8 million for FY 


2014 through FY 2021. 


 


The Medicaid expansion will reduce the number of Montanans without health insurance 


from 20 percent to 16 percent. As an example, the “donut hole” population becomes 


vulnerable should the state choose not to expand Medicaid. The donut hole population is 


identified as those uninsured whose incomes make them too rich for Medicaid yet too 


poor for the advanceable premium tax credits and cost-sharing reductions available in 


Montana’s Federally Facilitated Exchange. This is a significant population among 


Montana’s uninsured, representing 37,000 individuals. Without the expansion of 


Medicaid, this uninsured population will remain without affordable health care insurance.     







 


 


 


There are several dynamics surrounding the expansion of Medicaid that influence the 


total costs of providing new health care coverage to the uninsured. Uncompensated 


medical care, including under-compensated medical care, is health care that is not fully 


paid for directly by individuals as out-of-pocket payments or by insurance carriers. 


Hospitals, community providers, and physicians all provide, to varying degrees, 


uncompensated care. Because medical care requiring hospitalization is the most 


expensive, hospitals provide the majority of uncompensated care. A substantial portion of 


uncompensated care is also provided by the taxpayer through Medicare, Medicaid 


Disproportionate Share Hospital Payments, state and local tax appropriations, federal 


grants to community health centers, and federal direct care provided by the Department 


of Veterans Affairs and Indian Health Service. Uncompensated care results in a cost-


shifting across all payers of health care. For hospitals, cost-shifting allows them to 


provide care associated with the mission of the hospital, including charity care. This 


“social good” is paid for by public and private payers through higher taxes and health 


care insurance premiums. Cost-shifting is well documented in the health care literature. 


 


The six-year average cost for hospital delivered charity care and bad debt in Montana is 


$244.9 million, assuming the cost of uncompensated care is 50 percent of total charges. 


Using a methodology advanced by Hadley et al (2008) it is possible to estimate total 


uncompensated care by provider. Total uncompensated care is estimated to be $401.6 


million, with hospitals accounting for 60 percent of the total, community providers 


accounting for $102.1 million, and physicians providing $54.6 million in uncompensated 


care.  


 


Uncompensated care is inefficient spending on health care. The uninsured are more likely 


to delay care and to have unmet health needs. The uninsured are also more likely to be 


hospitalized for medical conditions that can be adequately addressed on an outpatient 


basis instead of an inpatient basis. The uninsured are also less likely to receive screening 


and diagnostic tests known to lead to the early detection of cancer, heart disease, and 


diabetes. Overall, the uninsured receive less preventive and diagnostic care, less 


therapeutic care even after being diagnosed, and as a result, die earlier and experience 


greater limitations than similar people with insurance.  


 


Still another consideration is the impact of ACA legislation on hospitals providing care to 


the medically and financially indigent. The ACA specifies a year-by-year reduction in 


Disproportionate Share Hospital (DSH) payments on the premise that as the uninsured 


acquire health insurance, uncompensated care costs should decrease. The DSH allotments 


to states are reduced regardless of a state’s decision to expand Medicaid. Hence, for states 


that choose not to expand the Medicaid program, hospitals will still face declining DSH 


payments from the federal government. Medicaid DSH payments to Montana’s hospitals 


provide financial assistance to hospitals providing services to large numbers of low-


income patients, including Medicaid and the uninsured. In 2009, Montana received $11.4 


million in federal Medicaid DSH allotments.  







 


 


Four-year average federal DSH allotments to Montana are used to estimate the loss of 


federal DSH reductions to the state of Montana. Over the FY 2014 to FY 2021 period, 


Montana hospitals could lose over $18 million in Medicaid DSH payments. 


 


With the Medicaid expansion, over $3.9 billion in uncompensated care will be delivered 


by Montana’s health care providers, compared to $4 billion without the Medicaid 


expansion. Uncompensated care is a function of the cost of uncompensated care per 


uninsured, the number of remaining uninsured, and the impact of federal reductions in 


Medicaid DSH allotments. Over the FY 2014 to FY 2021 period, total uncompensated 


care associated with the Medicaid expansion would be reduced by $104 million.  


 


The addition of federal dollars to the state economy as a result of the Medicaid FMAP 


supports many jobs and provides an additional stimulus to the state economy not 


otherwise available. Medicaid payments are made on behalf of Medicaid enrollees. The 


primary beneficiaries of these payments are providers, including hospitals, private 


physicians, nursing homes, and managed care organizations. Other businesses and 


industries are indirectly affected by this spending. For example, a medical supply firm 


may be impacted through its business dealings with Medicaid providers. In addition, 


households are eventually affected through increased employment and income 


opportunities. These ripple effects reverberate throughout the economy, supporting jobs 


and labor income, and tax revenues collected by state and local governments. This 


economic effect of federal Medicaid spending is well-documented in literature and 


advanced by the Kaiser Family Foundation in particular.  


 


Because of the FMAP, state dollars are matched with a higher federal rate. In Montana, 


the current FMAP is 66 percent, meaning that if the state were to cut Medicaid spending 


by $1.00, it would forego the $1.94 federal match. In essence, the state is actually 


reducing its overall Medicaid spending by $2.94 to save $1.00 in state funds. 


 


The Medicaid expansion comes with a much higher FMPA for newly eligible enrollees. 


The federal government FMAP is 100 percent during the first three years of the 


expansion, falling to 90 percent by 2020 and thereafter.  


 


Using a nationally recognized and well-documented model, Impact Analysis for Planning 


(IMPLAN), the BBER estimated the employment, labor income, and state and federal tax 


revenues attributable to the inflow of federal dollars supporting the Medicaid expansion.  


On average, new federal funds create and support 11,500 jobs annually under the lower-


cost scenario, and 12,700 jobs annually under the higher-cost scenario. Approximately 60 


percent of these jobs are in the health care industry. The average economy-wide job 


created pays an average wage of $42,000, well above the average wage for private sector 


jobs in Montana economy-wide, which is $35,000. Over FY 2014 through FY 2021 an 


estimated $3.8 billion (low-cost scenario) and $4.2 billion (high-cost scenario) in labor 


income is generated from the flow of federal funds into the Montana economy. This 


represents an average contribution of $477 million per year in labor income for the low-


cost scenario and $529 million per year under the higher-cost scenario.  


 







 


 


Further, as a result of the extra economic activity created by introduction of billions of 


federal dollars, state and local tax revenues may increase $50 to $55 million annually 


over FY 2014 through FY 2021 for the low-cost and high-cost scenarios respectively.  


The federal government too benefits from increased economic activity resulting from its 


support of Medicaid. Taxes paid to the federal government average $98 million and $110 


million annually for the low-cost and high-cost scenarios respectively. 


 


In order to estimate the net cost to the state of the Medicaid expansion, reductions in 


uncompensated care and increased state and local tax revenues are added to the analysis. 


Under the low-cost scenario, despite the fact that the state is obligated to match federal 


funds with almost $518 million over FY 2014 through FY 2021, expected reductions in 


uncompensated care and the addition of state and local tax revenues appear to more than 


offset the state costs during the early years of the Medicaid expansion. Recall that during 


the first three years of the expansion, the federal government assumes 100 percent of the 


cost of delivering care to newly eligible Medicaid recipients. Not until 2018 do state costs 


exceed expected state and local tax revenues and reductions in uncompensated care. For 


all fiscal years, FY 2014 through FY 2021, state obligations amount to $34.2 million to 


support the Medicaid expansion.  


 


Even under the higher-cost scenario, net savings are realized for the state during the first 


four years of the expansion. Net state costs over the entire period, FY 2014 to FY 2021, 


amount to $52 million after considering the reductions in uncompensated care and 


increased tax revenues attributable to the federal FMA.  


 


Absent in this study are other considerations that will influence the costs of the Medicaid 


expansion. Incarcerated individuals receiving health care off-premises are eligible for the 


higher federal FMAP in the Medicaid expansion. Other Medicaid enrollees may qualify 


under the expansion as well. There are over 50 eligibility codes in the Montana Medicaid 


program. A code-by-code analysis of who may potentially qualify under the Medicaid 


expansion was beyond the scope of this study.  


 


As the uninsured acquire health insurance, added demands will be placed on the health 


care infrastructure, particularly the medical provider workforce. Using data provided in 


the 2007 National Ambulatory Medical Care Survey by the National Center for Health 


Statistics, the added demands placed on ambulatory care providers was estimated as the 


uninsured become insured under the Medicaid program. Medicaid enrollees use primary 


care offices at four times the rate of the uninsured, and hospital emergency departments 


at twice the rate of the uninsured.  


 


The estimated increase in office visits for primary care services is 261,000 office visits 


per year. Of this total, the Medicaid expansion accounts for almost half this increase in 


demand, the remaining increase in demand comes from the uninsured acquiring private 


insurance either in the Federally Facilitated Exchange or through carriers selling policies 


outside the exchange. Other ambulatory health care settings will experience increases in 


demand as well, including surgical and medical specialty offices, hospital outpatient and 


hospital emergency departments. The Medicaid expansion population will increase the 







 


 


demand for surgical specialty office visits by almost 11,000 per year, far less than the 


increase in demand coming from the newly privately insured, 40,000 office visits per 


year. Similarly for medical specialty offices, the Medicaid expansion population will add 


10,000 office visits per year, in addition to the increase in demand from the newly 


privately insured, 33,000 office visits per year. As the uninsured gain private health 


insurance, they will actually decrease their use of hospital outpatient and emergency 


departments. Almost 2,000 fewer visits to hospital outpatient departments are expected as 


the uninsured reduce their use in this ambulatory setting. The Medicaid expansion 


population, however, will add 45,000 visits to hospital outpatient departments statewide. 


Likewise for hospital emergency departments in Montana, as the uninsured acquire 


private health insurance, their use of the hospital emergency department decreases by 


almost 20,000 visits per year. The Medicaid expansion population will add 28,000 visits 


to hospital emergency departments, resulting in a net change of almost 8,000 visits to 


hospital emergency department per year.  


 


Although it was not possible to estimate the capacity of surgical, medical, hospital 


outpatient and hospital emergency departments in Montana, it was possible to ascertain 


the capacity of the primary care system to accommodate the added demands of the 


Medicaid expansion population. Using BBER survey data on households, complemented 


by the three-year estimates of health insurance coverage available from the American 


Community Survey, total statewide demand for primary care office visits could be 


estimated. Including the added demands placed on primary care by the Medicaid 


expansion population, total statewide demand for primary care office visits is estimated 


to be 1.9 million per year. The capacity of the primary care system, determined by the 


number of primary care physicians and the number of office visits each can 


accommodate, is estimated to be 2.1 million office visits per year. Hence, the supply of 


office visits exceeds the demand for office visits by over 81,000 office visits per year. 


The results, however, are quite different for certain counties depending on the Medicaid 


expansion population. Flathead, Gallatin, Missoula and Ravalli Counties may face 


chronic primary care shortages as the uninsured in their service areas gain access to 


health care coverage.     


 


Estimating the future impact of what can be considered a highly uncertain Medicaid 


expansion is challenging. Medicaid expansion studies use different time periods and 


different costs per enrollee. Some studies use inflation factors while others do not. 


Assumptions about the take-up rates are crucial to any analysis, and recent discussions 


pursuant to the fiscal cliff have some wondering about the ability of the federal 


government to meet its future promises on the Medicaid expansion. This study uses data 


unique to Montana Medicaid and attempts to present the best picture available as to the 


level of the state’s financial commitment should it choose to expand Medicaid. Employer 


decisions about health insurance could also impact Medicaid enrollment, particularly for 


Montana’s lower wage employers. Given all the uncertainty surrounding the Medicaid 


expansion, the state’s net cost of the Medicaid expansion is most likely to be between $34 


million and $52 million over the FY 2014 through FY 2021 period.             
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Montana Medicaid 
 


The joint Federal-State Medicaid program provides health care assistance to certain low-


income people and is one of the largest payers for health care in the U.S. The Federal 


government establishes certain requirements for each state Medicaid program. States then 


administer their own program, determining the eligibility of applicants, the health 


services covered, and setting provider reimbursement rates. States also pay a portion of 


the total program costs and process claims. Although Title XIX of the Social Security Act 


specifies which groups of people must be eligible for Medicaid, states have the flexibility 


to extend coverage to additional groups. In addition to income, eligibility is typically 


based on several other factors, including financial resources (assets), age, disability, other 


government assistance, and other health or medical conditions such as pregnancy. 


Beginning in 2014, states have the option to extend Medicaid eligibility to almost all 


individuals under age 65 in families with incomes below 138 percent of the Federal 


Poverty Level.  


 


With limited exceptions, such as waivers, demonstration projects, and benchmark benefit 


plans, states must provide the same benefit package to all Medicaid enrollees. States must 


also extend eligibility to all mandatory populations and cover all mandatory services 


defined by Title XIX in order to receive Federal matching funds.  


 


Medicaid coverage is extremely valuable to low-income individuals and families who 


qualify for the program. It also enables the least-fortunate members of society to obtain 


needed health care.  


 


Over the next 10 years, Medicaid expenditures are expected to increase at an average 


annual rate of 8.1 percent, almost twice as fast as growth in the U.S. economy.  The 


expansion of Medicaid eligibility under the Affordable Care Act will broaden Medicaid’s 


role as part of the U.S. health care system.    


 


Current Medicaid eligibility in Montana requires beneficiaries to be either parents or 


other related adults with dependent children under the age of 19, children, pregnant 


women, women diagnosed with breast or cervical cancer or pre-cancer, 65 years old or 


older, or blind or disabled. Medicaid recipients must also meet basic eligibility 


requirements as well as other specific financial and non-financial requirements. Income 


limits for Medicaid depend on the type of coverage requested, and vary from no income 


limits for newborns and transitional family coverage to 200 percent of the federal poverty 


level for breast and cervical cancer patients.   


 


Understanding the dynamics of the Medicaid population is vital for not only controlling 


health care costs but also addressing one off the neediest populations with respect to 


access to health care.  Total Medicaid outlays in fiscal year 2010 were $404.1 billion, 68 


percent of which represented federal spending. Dual eligibles, those patients covered by 


both Medicare and Medicaid, present a unique challenge fiscally. Dual eligible comprise 
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15 percent of the Medicaid population nationally but consume almost 40 percent of total 


Medicaid spending.     


Characteristics of Montana Medicaid Population 
 


Relative to the U.S. Medicaid population, Montana’s Medicaid population is generally 


similar. Although the mean age is similar between the two populations, the composition 


of the Medicaid population is different. Montana is over represented by children (62 


percent of enrollees compared to 49 percent nationally) and the aged (4 percent of 


enrollees compared to less than 1 percent nationally).   


 


Within the adult population, almost nine in ten are ages 18 to 44. The disabled tend to be 


older, 37 years old compared to 26 years old for the adult Medicaid population.  


Although females make up over half the Montana Medicaid population, they account for 


over 60 percent of the elderly.  


 


The BBER and the MAHCP stratified the Montana Medicaid population, weighted by 


eligible months, by health severity level according to medical claims history for FY 2011. 


The benchmark used to compare Montana claims history is the U.S. Medicaid population.  


For three severity level classifications, very low risk, low risk, and moderate risk, the 


Montana Medicaid population is underrepresented compared to the proportions of the 


U.S. Medicaid population for these three risk classifications.  It follows then that a 


greater proportion of Montana’s Medicaid population must be at higher risk than the 


proportions nationally. Montana’s Medicaid population at very high risk is almost double 


the proportion at very high risk nationally. Advanced analytics can be used to identify 


potentially high risk Medicaid enrollees. The Medicaid Health Improvement Program 


(HIP) uses predictive software to identify Medicaid enrollees who may potentially benefit 


from enhanced case management efforts.    


 


Based only on age and gender adjustments, the relative risk score for the Montana 


Medicaid population is 4 percent healthier than the U.S. Medicaid population.  But when 


actual claims data is added, the Montana Medicaid population is 34 percent above the 


national norm for risk. By far the largest risk score based on clinical data is for the 


disabled. Montana’s disabled population on Medicaid is nearly four hundred percent 


above the risk scores for the disabled nationally. In contrast, Montana children on 


Medicaid are healthier than their national counterparts.  


 


Another perspective on relative risk is by using the Montana Medicaid population as the 


general benchmark instead of the national Medicaid population. Using the Montana 


Medicaid population as the benchmark, adults are actually healthier than the general 


Medicaid population when claims data is included. Recall that the overall Medicaid adult 


population has a risk score comparable to the U.S. Medicaid population when clinical 


information is introduced. For the disabled and aged, risk scores indicate this sub-


population of Medicaid is generally sicker than the overall Medicaid population in 


Montana. 
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We now drill down the data from risk scores by eligibility to aggregated health condition 


by Medicaid eligibility population. This allows a closer examination of the types of 


health conditions underlying the risk scores.  


 


Comparing the overall Montana Medicaid population to the U.S. Medicaid population, 


several health conditions are identified as unusually prevalent in the Montana Medicaid 


population. Health conditions that deviate from the national norm for the adult Medicaid 


population are musculoskeletal and connective tissue disorders (disorders of the vertebrae 


and spinal discs), substance abuse (drug and alcohol abuse, without dependence), mental 


disorders (schizophrenia, depressive, bipolar and paranoid disorders, personality and 


anxiety disorders), neurological disorders, eye disorders, urinary system disorders 


(infections), female genital disorders, pregnancy disorders, injury, poisoning and 


complications (primarily concussions, complications of medical care and trauma), and 


symptoms, signs, and ill-defined medical conditions. Since it is the adult population that 


is most likely to enroll in the Medicaid expansion, these health conditions are most likely 


to be seen by health care providers.       


The Medicaid Expansion 
 


In its early summer ruling this year, The Supreme Court held that if a state does not 


expand Medicaid to all residents with incomes up to 138 percent of the federal poverty 


level, the U.S. Department of Health and Human Services may not terminate federal 


funding for the state’s entire Medicaid program. In essence, state’s now have the option 


not to expand Medicaid without fear of losing all federal funds supporting Medicaid.   


 


The largest, potential new cost for states under the Patient Protection and Affordable Care 


Act (ACA) is the state option to expand Medicaid eligibility to 138 percent of the federal 


poverty level. This expansion will increase Montana’s Medicaid costs for two groups; 


newly eligible adults and currently eligible adults. The state’s cost for newly eligible 


adults begins three years after the expansion when the state assumes a greater share of the 


total cost, capped at 10 percent in 2020 and thereafter. For the first three years of the 


expansion, the federal government pays 100 percent of the cost for all newly eligible 


Medicaid beneficiaries. For adults who are currently eligible but not enrolled in Medicaid 


and who now decide to enroll, the state share of the cost is based on the standard share of 


Medicaid costs, presently 34 percent in Montana.  


 


There are also potential gains to the state budget as a result of the Medicaid expansion. 


The addition of federal dollars to the state economy also supports many jobs and provides 


additional stimulus to the state economy that is paid for by taxpayers all across the 


country.  


 


In Montana, the uninsured with incomes below 138 percent of the federal poverty level, 


or $32,000 for a family of four, account for 35 percent of Montana’s total uninsured 


population.  But not all Medicaid eligible individuals will enroll. Participation in 


Medicaid (take-up rate) varies significantly across states. States with the lowest 


participation rates also have the most Medicaid eligible adults. 
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The national Medicaid take-up rate is around 63 percent of newly eligible adults. But 


participation rates vary considerably among states, from a low of 43 percent in Louisiana 


to a high of 83 percent in Massachusetts. Conservative states in general have lower take 


up rates (54 percent) relative to more liberal states (61 percent). In Montana, the take-up 


rate is 50 to 60 percent of newly eligible adults.
1
 The vast majority of newly eligible 


adults are expected to be childless adults. Childless adults have typically been less likely 


than other beneficiaries to join. 
2
   


 


The take-up rates for newly eligible adults are uncertain for two additional reasons.  


Individuals eligible for Medicaid because of the expansion under the ACA may receive a 


more restrictive set of benefits, or benchmark coverage, compared to those already in 


traditional Medicaid. This benchmark coverage should lower the take-up rate for non-


enrolled individuals now eligible for Medicaid. Offsetting this affect is the elimination of 


the asset test for eligibility for newly eligible adults. Removing the asset test lowers a 


barrier to enrollment, so the take-up rate could be higher for newly eligible adults. 


 


In a study done for the Kaiser Family Foundation in May 2010, the Urban Institute 


estimated state-by-state Medicaid coverage and spending using two different 


participation rates. The standard participation scenario assumes moderate levels of 


participation similar to current experience, while an enhanced participation scenario 


assumes a more aggressive outreach and enrollment campaign to enroll newly eligible 


individuals in Medicaid. Using participation rates of 57 percent and 75 percent for the 


more aggressive participation scenario, total new enrollees are estimated to be between 


57,000 and 79,000 Montanans in 2019.  The Robert Johnson Wood Foundation, in 


association with the Urban Institute, in August of 2012 put Montana’s Medicaid eligible 


population at 60,000, and later, in a more comprehensive study of state-by-state Medicaid 


expansions, estimated Montana’s expansion population at 64,000.
3
   


 


Current Medicaid eligibility in Montana requires beneficiaries to be either parents or 


other related adults with dependent children under the age of 19, children, pregnant 


women, women diagnosed with breast or cervical cancer or pre-cancer, 65 years old or 


older, or blind or disabled. Medicaid recipients must also meet basic eligibility 


requirements as well as other specific financial and non-financial requirements. Income 


limits for Medicaid depend on the type of coverage requested, and vary from no income 


limits for newborns and transitional family coverage to 200 percent of the federal poverty 


level for breast and cervical cancer patients.   


 


                                                 
1
 Benjamin Sommers, M. Tomasi, K. Swartz, A. Epstein, “Reasons for the Wide Variation in Medicaid 


Participation Rates Among States Hold Lessons for Coverage Expansion in 2014,” Health Affairs, Vol. 31, 


No. 5, May 2012. 
2
 Davidoff, A., Yemane, A., Adams, E. 2005. “Health Coverage for Low-Income Adults: Eligibility and 


Enrollment in Medicaid and State Programs, 2002. Kaiser Commission on Medicaid and the Uninsured. 


Sommers BD, Epstein AM. 2010. “Medicaid Expansion: The Soft Underbelly of Health Care Reform?” 


New England Journal of Medicine; 363:2085-7. 
3
 John Holahan, Matthew Buettgens, Caitlin Carroll, Stan Dorn, “The Cost and Coverage Implications of 


the ACA Medicaid Expansion: National and State-by-State Analysis,” The Urban Institute, November 


2012.  
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The Number of Montanans Eligible for Medicaid under the Expansion 
 
Estimating the number of Montanans eligible for Medicaid under the expansion is subject 


to some uncertainty.  First and foremost, the target population for the expansion will be 


the uninsured with incomes below 138 percent of the federal poverty level. The BBER 


estimates that approximately 69,000 individuals are uninsured and have incomes less than 


138 percent of the federal poverty level. Recently released three-year survey data from 


the American Community Survey has Montana’s uninsured population with incomes 


below 138 percent of the poverty threshold at 68,259, + 3,442.
4
  


 


Not all of the 69,000 individuals eligible for the expansion will enroll. Many factors 


influence the participation rate in Medicaid, including how people enroll. In a 2011 study 


by Lake Research Partners and presented to the National Children’s Health Insurance 


Summit, enrollment preferences were lowest for government offices and community 


groups and highest for mail and online enrollment. Sixty-seven percent of the white non-


Hispanic sample said they were much or somewhat more likely to apply for Medicaid if it 


meant enrolling online. Seventy percent of the population with incomes between 100 – 


150 percent of the federal poverty level viewed online registration favorably. This is 


important since the expansion would include a large segment of this population.  The 


intensity of state efforts in outreach will also be a significant determining factor 


underlying the state’s Medicaid expansion take-up rate.                


 


A second consideration in estimating the expansion population in Medicaid is the “bubble 


population.” The bubble population is the population at risk of cycling into and out of 


Medicaid as their financial circumstances change, and includes individuals with incomes 


up to 150 percent of the federal poverty level. Including this Medicaid at-risk population 


would add only another 4,400 uninsured whose incomes are 138 – 150 percent of the 


federal poverty level. If, however, the bubble population extends to uninsured individuals 


with incomes up to 200 percent of the federal poverty level, the number of uninsured who 


are at risk of becoming Medicaid eligible increases substantially. Another 26,000 


uninsured Montanans could be at financial risk of becoming eligible for the Medicaid 


expansion. This again is consistent with survey data released by the American 


Community Survey. The three-year estimate of the number of uninsured with incomes 


between 138 percent and 199 percent of the poverty threshold is 34,709, + 2,746.
5
   


 


An examination of the Montana Medicaid population reveals that 80 percent of the 


disabled and elderly population are eligible for Medicaid for all twelve months a year. 


Only 38 percent of adults, however, are eligible for all twelve months. This indicates that 


the possible churn among the population most likely to constitute the Medicaid expansion 


population may be substantial. For adults in Montana Medicaid, the mean months of 


eligibility are 8.3 months, compared to 11.1 months of eligibility for the disabled and the 


elderly. 


 


                                                 
4
 American Community Survey, U.S. Census Bureau, 2009-2011.   


5
 American Community Survey, U.S. Census Bureau, 2009-2011. 
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Another complicating factor in estimating the number of Montanans eligible for 


Medicaid is young adults who may now stay on their parents’ health insurance policies. 


The ACA expands health insurance eligibility through many different pathways. One 


pathway is requiring insurers to include coverage of young adults up to age 26 on their 


parents’ policies. According to the American Community Survey, U.S. Census Bureau, 


there are approximately 26,000 eighteen to twenty-four year olds without health 


insurance in Montana. Using the proportion of 6 – 17 year olds with private health 


insurance, nearly 17,000 young adults may have coverage provided by their parents’ 


policies.  Exactly how many of these young adults have incomes below 138 percent of 


the federal poverty level is not known. For our analysis, the number of young adults with 


access to their parent’s health insurance coverage is included as part of the crowd-out 


scenario discussed next.    


 


Two other factors must be considered in estimating the Medicaid eligible population. 


Some individuals previously eligible for Medicaid may have chosen not to enroll, or were 


unaware that they qualified for Medicaid and did not enroll in the program.  If the 


enrollment process is simplified and the state aggressively markets the Medicaid 


expansion, these previously eligible individuals may now choose to enroll. This 


“woodwork effect” may also exist because the individual mandate may also encourage 


individuals to enroll rather than face the penalty for having no health insurance.   


 


Nationally, approximately 6 percent of new Medicaid enrollees would have been 


previously eligible for Medicaid and may now choose to enroll due to the mandate and 


simplified enrollment eligibility criteria. For Montana, this “woodwork effect” is small. 


Only 4,000 uninsured with incomes below 33 percent of the federal poverty level could 


now enroll in Medicaid due to a simplified enrollment process. Using a participation rate 


of 57 percent, as many as 2,300 new enrollees may have been previously eligible but not 


enrolled in Medicaid.  


 


A more demonstrative effect however is the potential for crowd-out. Crowd-out occurs 


when individuals are forced from private insurance to a cheaper public alternative, or 


Medicaid. Crowd-out occurs because employers may choose to drop health insurance 


coverage and instead send their employees into Medicaid for health coverage. In addition, 


those with other forms of private health insurance coverage may find the Medicaid option 


a cheaper alternative for health care coverage. The extent of crowd-out is difficult to 


ascertain. The rate of crowd-out varies significantly in the literature. A recent study 


estimates crowd-out to be as high as 25.8 percent of newly enrolled Medicaid recipients.  


 


Using survey data, the BBER estimates that 34,000 individuals below 138 percent of the 


federal poverty level have some form of private insurance, either through an employer or 


as an individual policy. However, in the BBER survey, many of these individuals may 


not have comprehensive medical insurance and instead have limited coverage, such as 


mini-med policies or dread disease policies. Even though these individuals will likely 


purchase insurance in the Federally Facilitated Exchange, not all represent true “crowd-


out” in the sense of those leaving private coverage for Medicaid. Assuming 57 percent 


participate in Medicaid, 19,000 Montanans could conceivably enroll in Medicaid. 
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Another methodology is available to estimate crowd-out that avoids the possible 


confusion by survey respondents as to what kind of insurance coverage they have. Using 


BBER survey data, approximately 69,000 Montanans are uninsured that fall below 138 


percent of the federal poverty level.  Again assuming a take-up rate of 57 percent and a 


crowd-out rate of 25.8 percent of newly enrolled, approximately 14,000 Montanans may 


switch from private coverage to Medicaid.                  


 


To estimate the Medicaid enrolled population year by year, several assumptions are 


necessary. First, the potential Medicaid population grows at 1 percent annually over the 


2014 to 2021 modeling period. This growth is based on fourth quarter overall Medicaid 


growth for the period 2010 to 2012, the latest reporting period available. Second, take up 


rates vary by year as the marketing of the expansion increases awareness and enrollment 


policies are simplified based on the previous year’s experiences. In 2014, the take-up rate 


is assumed to be 57 percent and increases incrementally year-by-year to eventually 83 


percent in 2020. The rationale behind the 83 percent take-up rate in 2020 and thereafter is 


that it represents the highest take-up rate in the nation in terms of prior state experiences 


with previous forms of Medicaid expansions. Following this methodology, 56,000 new 


Medicaid enrollees are expected in 2014, ultimately reaching 78,000 in 2021. Nearly 25 


percent are previously insured that enroll in Medicaid as the result of losing their private 


coverage. The remaining enrollees (42,000) are those who now qualify for Medicaid due 


to the higher income threshold and those previously eligible but not enrolled under 


traditional Medicaid.  


 


  


Figure 1: Sources of New Medicaid Enrollees with Medicaid Expansion to 138% FPL 


  
Source: BBER-UM 
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Budgetary Impact of the Medicaid Expansion 
 


As is the case with estimating the potential number of new Medicaid enrollees under the 


expansion, estimating the incremental budgetary impact of expanding the Medicaid 


program is likewise subject to considerable uncertainty. Medicaid is a health insurance 


program jointly funded by the federal government and the states. Although states have 


considerable flexibility in the design and administration of their Medicaid programs, 


certain groups must be covered for certain categories of services. Generally eligibility has 


been restricted to low-income children, women who are pregnant, the parents of 


dependent children, the elderly, and people with disabilities. Recent changes however 


will now expand eligibility to childless adults.  


Traditional Medicaid Federal Medical Assistance Percentage (FMAP) 
 


Under the existing, or traditional Medicaid program, the federal government pays a share 


of the state’s Medicaid costs. States are required to pay the balance in order to qualify for 


the federal funds. The federal government’s share for most Medicaid services is 


determined by the Federal Medical Assistance Percentage (FMAP). The FMAP is 


computed according to a formula comparing the three-year average of per capita incomes 


for the state relative to the nation. The formula provides higher federal reimbursement to 


states with lower incomes and lower reimbursement to states with higher incomes. 


Statutory requirements limit both upper and lower reimbursements, 83 percent and 50 


percent respectively. 


 


Since the Montana economy is rebounding better than the national economy with respect 


to per capita incomes, the FMAP is declining. If this trend continues, prospective federal 


reimbursement rates may be lower in the future than they are today for traditional 


Medicaid. The FMAP can also be adjusted based on unemployment rates, annual 


revisions, reimbursement for certain services, certain providers, and many other 


exclusions and exceptions.   


 


The chart below tracks the three-year average per capita income for Montana and the 


nation. Noticeable is that Montana’s per capita income is gaining on national per capita 


income, now accounting for almost 88 percent of the national three-year per capita 


income average.   
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Figure 2: Per Capita Income Ratios, Montana to U.S., by Year 


 
Source: Bureau of Economic Analysis, BBER-UM.  


 


Exactly how this changing ratio of Montana per capita income relative to national per 


capita income might impact the FMAP is depicted below. 


 


Figure 3: Estimated FMAP for Traditional Medicaid 


 
Source: BBER-UM. 


 


The current FMAP for Montana is 66 percent, which means for every dollar the state 


contributes to the cost of the Medicaid program, the federal government will contribute 


$1.94. This FMAP is used to estimate the state’s share each year for the previously 


eligible, or woodwork effect, population.    
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The Medicaid Expansion Federal Medical Assistance Percentage (FMAP) 
 


For the remaining newly eligible enrollees during the first three years of the expansion, 


the FMAP is 100 percent, excluding administrative costs. In essence, the federal 


government will pay for all newly eligible Medicaid enrollees during 2014, 2015, and 


2016. The FMAP is gradually reduced down until it reaches 90 percent for the federal 


share in 2020. In 2017, the federal government’s share is 95 percent, 94 percent in 2018, 


and 93 percent in 2019. Starting in 2020 and thereafter, the state share of the incremental 


cost for newly eligible Medicaid enrollees is 10 percent.    


Montana and Federal Spending by Fiscal Year 
  


There are an estimated 69,000 Montanans without health insurance and whose incomes 


fall below 138 percent of the federal poverty level. Approximately 60 percent (42,000) of 


this uninsured population are adults without children, the population most likely to 


account for the majority of people in the Medicaid expansion. Childless adults are more 


likely to be healthier on average than the Medicaid population in general. Critical then for 


estimating the future budgetary impact on state Medicaid finances is the cost per 


Medicaid enrollee and the rate of cost-inflation per enrollee. 


 


The Kaiser Foundation reports per enrollee Medicaid spending for FY 2009 by type of 


Medicaid recipient.  Although the average spending per Medicaid enrollee is $7,348, it 


ranges from almost $23,000 per enrollee for the aged to $2,900 per enrollee for children. 


Spending for adults is 60 percent of the average spending per enrollee for all groups, or 


$4,382. As a point of comparison, Mathematic Policy Institute estimates the per member 


per month (PMPM) Medicaid costs for non-disabled adults in Montana during 2006 at 


$735, or almost $9,000 annually. In-house analysis of Medicaid claims data for adults 18 


to 64 years of age, for the period October 2010 to September 2011, indicates PMPM 


medical costs of $641, and PMPM pharmacy costs of $151, for a total PMPM cost of 


$792. Annual costs are then $9,504. The Montana Department of Public Health and 


Human Services (DPHHS) analysis of adult non-disabled Medicaid enrollees for 2009 


puts PMPM costs at $825, or $9,900 annually. Since a sizable portion of the Medicaid 


expansion will be childless adults, the health of this population will be a key driver 


behind Medicaid utilization and, hence, costs per enrollee. The BBER estimates that of 


the 42,000 childless adults who may enroll in Medicaid, 25 percent report fair to poor 


health. It is therefore likely that the sickest of the childless adult Medicaid expansion 


population will be among the first to enroll. For this reason, the BBER uses per member 


per year costs documented by BBER analysis, DPHHS analysis, and Mathematica Policy 


Institute analysis of Montana Medicaid data for non-disabled adults.  Also, an 


examination of Montana Medicaid claims data by the BBER and MAHCP indicates that 


the Montana Medicaid population in general is less healthy than their national 


counterparts. An examination of the severity levels of risk for the Montana Medicaid 


population compared to national Medicaid norms reveals that the Montana Medicaid 


population is under represented when compared to proportions nationally for three 


relative risk categories; very low risk, low risk, and moderate risk. It follows then that a 
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greater proportion of Montana’s Medicaid population must be at higher risk than the 


proportion at higher risk nationally. Montana’s Medicaid population at very high risk is 


almost double the proportion at very high risk nationally. Mental disorders accounted for 


25 percent of all Medicaid spending, and health conditions that deviate from national 


norms by the largest margins include disorders of the eye, developmental disabilities, 


cardio-respiratory arrest, and other cognitive disorders.   


 


The variation in per member per month costs by Medicaid enrollee subgroups was 


reported in 2011 for all states by Mathematica Policy Institute. State-to-state variation in 


overall Medicaid costs by subgroup varied by a factor of two to nine, with the largest 


difference for subgroups using long-term care. As mentioned earlier, Montana’s PMPM 


cost for non-disabled adults was $735, compared to the U.S. average for non-disabled 


adults of $249 PMPM. Significant variation in PMPM costs for non-disabled adults was 


observed, ranging from a low of $215 to a high of $763 PMPM. Overall, the 


Mathematica Policy Institute analysis found that state costs varied considerably across 


the subgroups defined by age, disability status, use of long-term care, dual status 


(Medicare and Medicaid eligibility), and eligibility for limited benefits. Variation in the 


relative mix of enrollees was found to only explain some of the variation in state PMPM 


Medicaid costs. Local input prices were found to be an important predictor of state 


PMPM Medicaid costs, although wide variation in PMPM costs still existed after 


controlling for geographic differences in the price of medical care.    


 


Two scenarios are modeled, one using 2011 costs of $9,504 per member per year 


(PMPY) and a second using 2009 Medicaid costs of $9,900 PMPY for non-disabled 


adults. Since costs escalate each year, all PMPY costs must be escalated over the 2014 to 


2021 modeling period. Medical inflation has long outpaced general price inflation. 


According to the Centers for Medicare and Medicaid Services, Department of Health and 


Human Services, per capita personal health care spending by Medicaid enrollees in 


Montana increased 5.9 percent annually from 2004 to 2009. Whether or not this pace of 


inflation is sustained for any period beyond 2009 is uncertain. An alternative inflation 


factor is the consumer price index for medical care services. During the 2005 to 2011 


period, medical care services prices increased at an annual rate of 3.6 percent. This 


inflation rate is nearly 45 percent higher than general price inflation for the same period. 


In this analysis, per member per year enrollee costs are inflated 3.6 percent per year for 


the 2014 to 2021 modeling period.  


 


One additional modification to the data was necessary. In order to report all findings in 


terms of fiscal year costs (July 1 through June 30), data were split between the two 


calendar years to more accurately reflect all Medicaid expansion effects on the state fiscal 


year basis.       


 


The incremental cost to Montana in providing Medicaid services to individuals with 


incomes below 138 percent of the federal poverty level is estimated below by fiscal year 


for the two cost per enrollee scenarios. All costs are exclusive of administrative costs 


associated with the Medicaid expansion. Costs are for all previously eligible who now 


enroll in Medicaid and the newly eligible population for the Medicaid expansion. 
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Table 1 below assumes the per member per year cost is $10,384 in 2014, the lower per 


enrollee cost scenario. Costs are incurred during the first three years due to the woodwork 


population, those previously eligible who now enroll in the Medicaid expansion program. 


Total costs to the state of Montana are $363.1 million, over the FY 2014 to FY 2021 


period.  


 


Table 1: State Medicaid Expansion Costs FY 2014-FY 2021, Low Cost Scenario  
  Total State Obligation Cumulative State Cost 


FY 2014  $                      3,530,633   $                         3,530,633  


FY 2015  $                      7,315,473   $                       10,846,106  


FY 2016  $                      7,578,830   $                       18,424,936  


FY 2017  $                    26,194,305   $                       44,619,240  


FY 2018  $                    52,175,319   $                       96,794,559  


FY 2019  $                    65,135,859   $                     161,930,418  


FY 2020  $                    91,017,191   $                     252,947,610  


FY 2021  $                  110,154,458   $                     363,102,068  


TOTAL  $                  363,102,068   


 Source: BBER-UM  


 


Table 2 depicts the federal responsibility under the lower per enrollee cost scenario. Total 


federal expenditures are $5.8 billion for the FY 2014 to FY 2021 period. 


 


Table 2: Federal Medicaid Expansion Costs FY2014-FY 2021, Low Cost Scenario 
 Total Federal Obligation Cumulative Federal Cost 


FY 2014  $                        285,790,760   $                          285,790,760  


FY 2015  $                        626,720,933   $                          912,511,693  


FY 2016  $                        685,761,474   $                       1,598,273,167  


FY 2017  $                        730,604,327   $                       2,328,877,494  


FY 2018  $                        772,494,475   $                       3,101,371,970  


FY 2019  $                        832,091,391   $                       3,933,463,361  


FY 2020  $                        902,739,110   $                       4,836,202,471  


FY 2021  $                        927,544,188   $                       5,763,746,659  


TOTAL  $                    5,763,746,659   


 Source: BBER-UM   
 


Table 3 summarizes the estimated total costs of the Medicaid expansion program using 


the lower per enrollee cost scenario. Total estimated costs of the Medicaid expansion 


program are $6.1 billion over the FY 2014 to FY 2021 modeling period.  
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Table 3: Total Costs of Medicaid Expansion, Low Cost Scenario, excluding 


Administrative Costs, FY 2014 to FY 2021 
 Total State & Federal Cost Total Cumulative Cost 


FY 2014  $                          289,321,394   $                  289,321,394  


FY 2015  $                          634,036,405   $                  923,357,799  


FY 2016  $                          693,340,304   $              1,616,698,103  


FY 2017  $                          756,798,632   $              2,373,496,735  


FY 2018  $                          824,669,794   $              3,198,166,529  


FY 2019  $                          897,227,250   $              4,095,393,779  


FY 2020  $                          993,756,302   $              5,089,150,081  


FY 2021  $                       1,037,698,646   $              6,126,848,727  


TOTAL  $                       6,126,848,727   


Source: BBER-UM  
 


 


As a point of contrast and comparison, a higher cost per enrollee was modeled as well, 


using the same assumptions discussed earlier in this report (take-up rates, Medicaid 


population growth, woodwork and crowd out population estimates). This higher cost 


scenario assumes per member per year costs of $11,610, an increase of $1,226 above the 


lower cost scenario discussed above. All costs are again exclusive of administrative costs. 


Administrative costs are added in subsequent analyses. 


 


Table 4 shows the state obligations by fiscal year assuming per enrollee costs are $1,226 


higher in 2014. Total state obligations under the higher cost scenario are just under $406 


million over the eight fiscal year period 2014-2021. 


 


Table 4: State Medicaid Expansion Costs FY2014-FY2021, High Cost Scenario 
 Total State Obligation Cumulative State Cost 


FY 2014  $                      3,947,307   $                         3,947,307  


FY 2015  $                      8,178,820   $                       12,126,127  


FY 2016  $                      8,473,258   $                       20,599,385  


FY 2017  $                    29,285,669   $                       49,885,054  


FY 2018  $                    58,332,876   $                     108,217,931  


FY 2019  $                    72,822,976   $                     181,040,907  


FY 2020  $                  101,758,737   $                     282,799,644  


FY 2021  $                  123,154,520   $                     405,954,164  


TOTAL  $                  405,954,164    


 Source: BBER-UM  


 


Analyzing the federal component under the assumptions above, total federal obligations 


are slightly over $6.4 billion (Table 5).   
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Table 5: Federal Medicaid Expansion Costs FY2014-FY2021, High Cost Scenario 
 Total Federal Obligation Cumulative Federal Cost 


FY 2014  $                        319,518,833   $                          319,518,833  


FY 2015  $                        700,684,448   $                       1,020,203,281  


FY 2016  $                        766,692,758   $                       1,786,896,039  


FY 2017  $                        816,827,814   $                       2,603,723,853  


FY 2018  $                        863,661,698   $                       3,467,385,551  


FY 2019  $                        930,292,043   $                       4,397,677,595  


FY 2020  $                    1,009,277,371   $                       5,406,954,966  


FY 2021  $                    1,037,009,862   $                       6,443,964,827  


 TOTAL   $                    6,443,964,827   


Source: BBER-UM  


 


Under the higher per enrollee cost scenario, total state and federal obligations are 


approximately $6.8 billion, or $723 million higher than the lower cost scenario (Table 6).  


 


Table 6: Total Costs of Medicaid Expansion, High Cost Scenario, excluding 


Administrative Costs, FY 2014 to FY 2021 
 Total State & Federal Cost Total Cumulative Cost 


FY 2014  $                          323,466,140   $                  323,466,140  


FY 2015  $                          708,863,268   $              1,032,329,409  


FY 2016  $                          775,166,015   $              1,807,495,424  


FY 2017  $                          846,113,484   $              2,653,608,908  


FY 2018  $                          921,994,574   $              3,575,603,482  


FY 2019  $                       1,003,115,020   $              4,578,718,502  


FY 2020  $                       1,111,036,108   $              5,689,754,610  


FY 2021  $                       1,160,164,381   $              6,849,918,991  


 TOTAL   $                       6,849,918,991   


Source: BBER-UM  


 


Administrative costs are estimated according to Mathematica Policy Institute analysis of 


Medicaid in 2009. Administrative costs are estimated at 6 percent of total costs, 


consistent with the national average for administrative costs. Total administrative costs 


are split equally, beginning in 2014, 50 percent state and 50 percent federal.  
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Table 7: Total Administrative Costs, Low Cost and High Cost Scenarios, FY 2014 to FY 


2021 
 Low Cost Scenario High Cost Scenario 


FY 2014   $              17,359,284   $              19,407,968  


FY 2015  $              38,042,184   $              42,531,796  


FY 2016  $              41,600,418   $              46,509,961  


FY 2017  $              45,407,918   $              50,766,809  


FY 2018  $              49,480,188   $              55,319,674  


FY 2019  $              53,833,635   $              60,186,901  


FY 2020  $              59,625,378   $              66,662,166  


FY 2021  $              62,261,919   $              69,609,863  


TOTAL  $            367,610,924   $            410,995,139  


 Source: BBER-UM  


 


Under the low cost scenario, total administrative costs are estimated to be an additional 


$367.6 million, and $411 million for the high cost scenario. These costs are split equally 


between the state of Montana and the federal government.  


 


Total state and federal obligations for the Medicaid expansion inclusive of the 


administrative costs associated with the Medicaid expansion are presented in Table 8.  


   


Table 8: State and Federal Obligations under the Medicaid Expansion, Low Cost 


Scenario, FY 2014 to FY 2021 
 Total State 


Cost 


Cumulative State 


Cost 


Total Federal 


Cost 


Cumulative Federal 


Cost 


FY 2014   $              12,210,275   $              12,210,275   $            294,470,402   $        294,470,402  


FY 2015  $              23,166,383   $              35,376,658   $            648,912,207   $        943,382,609  


FY 2016  $              24,912,337   $              60,288,995   $            710,028,385   $    1,653,410,994  


FY 2017  $              45,114,271   $            105,403,266   $            757,092,279   $    2,410,503,273  


FY 2018  $              72,792,064   $            178,195,330   $            801,357,918   $    3,211,861,191  


FY 2019  $              87,566,540   $            265,761,870   $            863,494,345   $    4,075,355,536  


FY 2020  $            115,861,099   $            381,622,969   $            937,520,581   $    5,012,876,117  


FY 2021  $            136,096,924   $            517,719,893   $            963,863,641   $    5,976,739,758  


TOTAL  $            517,719,893    $        5,976,739,758   


Source: BBER-UM 
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Table 9 summarizes the total costs of the Medicaid expansion for the low cost scenario. 


Total costs for the Medicaid expansion are almost $6.5 billion over the FY 2014 to FY 


2021 period. 


 


Table 9: Total Cost of Medicaid Expansion, Low Cost Scenario, FY 2014 to FY 2021 
 Total State 


& Fed Obligation 


Total Cumulative 


Obligation 


FY 2014   $                  306,680,678   $                     306,680,678  


FY 2015  $                  672,078,590   $                     978,759,267  


FY 2016  $                  734,940,722   $                 1,713,699,989  


FY 2017  $                  802,206,550   $                 2,515,906,539  


FY 2018  $                  874,149,982   $                 3,390,056,521  


FY 2019  $                  951,060,885   $                 4,341,117,406  


FY 2020  $              1,053,381,680   $                 5,394,499,086  


FY 2021  $              1,099,960,565   $                 6,494,459,651  


TOTAL  $              6,494,459,651   


Source: BBER-UM 


 


For the high cost scenario, total state and federal obligations, including administrative 


expenses, are presented in Table 10. For FY 2014 through FY 2021, total state 


obligations are almost $579 million and total federal obligations are slightly less than 


$6.7 billion. 


 


Table 10: State and Federal Obligations under the Medicaid Expansion, High Cost 


Scenario, FY 2014 to FY 2021 
 


 Total State  


Obligation 


Cumulative State Cost Total Federal  


Obligation 


Cumulative Federal  


Cost 


FY 


2014 


 $    13,651,291   $                     13,651,291   $      329,222,818   $              329,222,818  


FY 


2015 


 $    25,900,402   $                     39,551,693   $      725,494,663   $           1,054,717,480  


FY 


2016 


 $    27,852,408   $                     67,404,101   $      793,823,568   $           1,848,541,048  


FY 


2017 


 $    50,438,506   $                  117,842,608   $      846,441,786   $           2,694,982,834  


FY 


2018 


 $    81,382,741   $                  199,225,348   $      895,931,508   $           3,590,914,343  


FY 


2019 


 $    97,900,852   $                  297,126,200   $      965,401,069   $           4,556,315,412  


FY 


2020 


 $  129,534,640   $                  426,660,840   $  1,048,163,635   $           5,604,479,047  


FY 


2021 


 $  152,158,629   $                  578,819,469   $  1,077,615,615   $           6,682,094,661  


 


TOTAL  


 $  578,819,469    $  6,682,094,661   


Source: BBER-UM 
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Table 11 summarizes the total estimated costs for the Medicaid expansion under the high 


cost scenario. Total costs for the Medicaid expansion under the high cost scenario amount 


to just under $7.3 billion over the FY 2014 to FY 2021 period. This is $766 million more 


than the lower cost scenario.   


 


Table 11: Total Cost of Medicaid Expansion, High Cost Scenario, FY 2014 to FY 2021 
 Total State & Federal Total Cumulative 


 Obligation Obligation 


FY 2014  $                  342,874,109   $      342,874,109  


FY 2015  $                  751,395,064   $  1,094,269,173  


FY 2016  $                  821,675,976   $  1,915,945,149  


FY 2017  $                  896,880,293   $  2,812,825,442  


FY 2018  $                  977,314,249   $  3,790,139,691  


FY 2019  $              1,063,301,921   $  4,853,441,612  


FY 2020  $              1,177,698,275   $  6,031,139,886  


FY 2021  $              1,229,774,244   $  7,260,914,131  


 TOTAL   $              7,260,914,131   


Source: BBER-UM 


  


A study by the Urban Institute projected the cost of the Medicaid expansion in Montana 


for the period 2014 through 2019. Recall that the state has little to no financial obligation 


for the newly eligible Medicaid enrollees from 2014 through 2016. Thereafter the state’s 


share rises according to the FMAP phase down. New state spending for the Medicaid 


expansion, limited in their analysis to 133 percent of the federal poverty level, is 


estimated to be between $100 million and $155 million for the period between 2014 and 


2019. New federal funds are estimated to be $2.2 billion to $2.6 billion, reflecting the 100 


percent FMAP during 2014 to 2016.  


 


A more recent analysis by the Urban Institute examined state-by-state Medicaid costs 


over 2013 to 2022.
6
 Participation rates vary based on individual differences such as 


income, education, previous insurance coverage, and whether an individual is currently 


eligible for Medicaid or newly eligible under the ACA expansion. Average take-up rates 


are 60.5 percent for the newly eligible and 23.4 percent among currently eligible but not 


enrolled individuals. Among currently eligible individuals, the overall take-up rate 


increases from 64 percent without the ACA to 72.4 percent under the ACA, with all 


states implementing the Medicaid expansion. 


 


The Urban Institute’s average cost per enrollee is only $5,440 in 2016 and increases to 


$7,399 in 2022. BBER modeling uses a FY 2016 per enrollee cost of $11,145 and 


$12,461, reaching $13,301 and $14,871 in FY 2021. Comparing Urban Institute per 


enrollee costs to BBER per enrollee costs results in per enrollee costs that are nearly 


                                                 
6
 John Holahan, Matthew Buettgens, Caitlin Carroll, Stan Dorn, “The Cost and Coverage Implications of 


the ACA Medicaid Expansion: National and State-by-State Analysis,” The Urban Institute, November, 


2012.  







18 


 


twice as high as the Urban Institute and escalate at only half the rate of the Urban 


Institute costs over the comparable time period.  


 


Despite these differences between the BBER modeling and modeling by the Urban 


Institute, the Urban Institute estimates that the incremental cost of the Medicaid 


expansion in Montana will cost the state nearly $436 million from 2013 to 2022. This is 


84 percent of the BBER estimate under the low cost scenario ($518 million) and 75 


percent of the BBER estimate under the high cost scenario ($579 million).  


Potential Advantages to Medicaid Expansion 
 


The cost of the Medicaid expansion should be compared to the benefits of providing 


health insurance to nearly one-third of Montana’s uninsured. The Medicaid expansion 


will reduce the number of Montanans without health insurance from 20 percent to 16 


percent of the civilian non-institutionalized population in Montana. Perhaps the most 


vulnerable population, if the state chooses not to expand Medicaid, is the “donut-hole” 


population. The donut-hole population is Montanans whose incomes make them too rich 


for Medicaid (incomes more than 33 percent of the federal poverty level) and too poor for 


the federal tax credits and cost sharing subsidies in the Federally Facilitated Exchange 


(incomes less than 100 percent of the federal poverty level). In Montana, the donut-hole 


population is 19 percent of all Montana’s uninsured, or 37,000 uninsured. Without the 


expansion of Medicaid, these uninsured may remain without health insurance even 


though the Federally Facilitated Exchange exists.   


Uncompensated Care 
 


Uncompensated medical care should be reduced since some of the uninsured will now 


have Medicaid covered services. Uncompensated care is health care that is not fully paid 


for directly by individuals as out of pocket payments or by insurance payers. Hospitals, 


community providers, and physicians all provide care to the uninsured, but hospitals 


provide 60 percent of the uncompensated care because medical needs requiring 


hospitalization are the most expensive. Community providers include Veterans Health, 


Indian Health Service, Community Health Centers, the National Health Service Corps, 


and others. A substantial portion of uncompensated care is also financed by the taxpayer 


through public programs including Medicare and Medicaid Disproportionate Share 


Payments, state and local tax appropriations, federal grants to community health centers, 


and federal direct care provided by the Department of Veterans Affairs and the Indian 


Health Service. In a cost-shifting paradigm, prices faced by one group of payers are 


higher because another group of payers pays less, or none at all. The cost-shift is a 


shifting of resources across payers of health care. For hospitals, cost-shifting allows them 


to provide activities associated with the mission of the hospital, such as research, idle 


capacity, and charity care. These “social goods” are willingly paid by public and private 


payers through higher taxes and health care insurance premiums. In a study by Dobson,  


DaVanzo and Sen (2006), the correlation between private payers’ payment to cost ratio to 


the Medicare, Medicaid, and uncompensated care cost shifting burden was statistically 
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significant at the 95 percent level of confidence.
7
 The Medicare, Medicaid, and 


uncompensated care cost-shifting burden is the ratio of costs that are not covered by 


Medicare, Medicaid, and uncompensated care relative to total hospital expenses. Overall, 


the study found that reductions in spending for hospital delivered Medicare and Medicaid 


covered services shifted the incidence of the burden on taxpayers from explicit general 


tax revenue to a form of premium tax on the privately insured. 


 


A later study by Hadley, et al (2008) found little evidence that cost-shifting as a result of 


uncompensated care has significant impacts on private insurance premiums.
8
 Focusing on 


hospitals, where most cost-shifting occurs, the higher payments received from the 


privately insured result in profits that are used to support other hospital missions. This 


does not mean however, that hospitals raise charges in response to increased demand for 


care by the uninsured.   


 


Finally, a 2003 study by Hadley and Holahan suggests that well over 80 percent of total 


uncompensated care is already being financed by the taxpayer through programs 


including Medicare and Medicaid Disproportionate Share Payments, state and local tax 


appropriations, Federal grants to community health centers, and other public health care 


programs.
9
  


 


A study by Families USA (2005) found that two-thirds of the uncompensated care costs 


incurred by hospitals was shifted to the privately insured, resulting in additional 


premiums of $922 for family coverage and $341 for individual coverage.
10


  


 


Uncompensated care in Montana’s hospitals alone cost taxpayers nearly $150 million in 


2010, excluding all of the free and reduced care provided by Montana’s community 


health centers, physicians, and other medical providers. Unreimbursed Medicaid, the loss 


created when payments from Medicaid and other public programs are less than the costs 


of caring for these beneficiaries, was over $22 million for Montana’s hospitals in 2010. In 


2011, Montana’s fifteen community health centers served over 100,000 patients, 63 


percent of which had incomes below 100 percent of the federal poverty level. The 


uninsured accounted for half of all patients, and Medicaid patients accounted for 17 


percent of the total.  The financial costs for medical care, clinical services, and facility 


and non-clinical costs were $57 million, with total collections from all sources amounting 


to $28.5 million, with $9.6 million collected from Medicaid alone. Almost $29 million in 


federal, state and local grants went to community health centers in Montana during 2011.  


 


The study by Hadley, Holahan, Coughlin, and Miller (2008) estimated that community-


based providers are responsible for almost 42 percent of the uncompensated care 


                                                 
7
 Allen Dobson, Joan DaVanzo, and Namrata Sen, “The Cost-Shift Payment Hydraulic: Foundation, 


History, and Implications,” Health Affairs, Vol. 25, No. 1, 2006. 
8
 Jack Hadley, John Holahan, Teresa Coughlin, and Dawn Miller, “Covering the Uninsured in 2008: 


Current Costs, Sources of Payment, and Incremental Costs,” Health Affairs, Vol. 27, No. 5, 2008. 
9
 Jack Hadley and John Holahan, “How Much Medical Care Do the Uninsured Use and Who Pays for It?” 


Health Affairs web exclusive, February 12, 2003. 
10


 Families USA, “Paying a Premium: The Added Cost of Care for the Uninsured,” Washington: Families 


USA Foundation, June 2005. 
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provided by hospitals. Office based physicians are responsible for 22 percent of the 


uncompensated care provided by hospitals. Over 70 percent of physicians provide some 


reduced-rate or free care.  


 


In order to assess the level of uncompensated care provided in Montana, a six-year 


average of total hospital charity care and bad debt charges was calculated for 2006 to 


2011. The chart below shows the percent change in total charity care plus bad debt 


charges for Montana’s hospitals over the last five years. Immediately noticeable is the 


great degree of variation year-to-year, ranging from just over 5 percent growth to over 20 


percent growth during 2009. Of course, 2009 was the Great Recession year and charges 


for charity care and bad debt were considerably up from 2008.  


 


Figure 4: Percent Change in Total Hospital Charity Care plus Bad Debt, Montana 


Hospitals 


 
Source: Montana Hospital Association 


 


Large variation in charity care and bad debt makes estimation of future charges for 


charity care and bad debt difficult. The six-year average cost of Montana hospital 


delivered charity care and bad debt is $244.9 million for the period 2006 to 2011. The 


cost of uncompensated care is assumed to be 50 percent of total uncompensated care 


charges. Applying the uncompensated care ratios reported by Hadley et al (2008) to the 


uncompensated care provided by Montana hospitals, total uncompensated care in 


Montana is estimated to be $401.6 million. Uncompensated care costs could be reduced 


by over $100 million if the Medicaid expansion was implemented in Montana. Offsetting 


the reduction in uncompensated care may be a modest increase (less than 7 percent) in 


bad debt from the newly insured due to the increase in the demand for health care. 
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Table 12: Estimated Uncompensated Care Provided by Montana Health Care Providers, 


2011(millions of dollars) 


Health Care Setting Uncompensated Care Costs 


Hospitals $244.9 


Community Providers $102.1 


Physicians $54.6 


Total Estimated Uncompensated Care in 2011 $401.6 
Source: Montana Hospital Association, BBER-UM 


 


Uncompensated care is also inefficient spending on health care. Research clearly shows 


that the uninsured are more likely to delay care and to have unmet health needs. The 


uninsured are more likely to be hospitalized for medical conditions that can be adequately 


treated on an outpatient basis instead of an inpatient basis. Twelve percent of the 


hospitalizations for the uninsured were for preventable conditions, compared to only 8 


percent for the privately insured.
11


  


 


Numerous studies have also found that the uninsured are less likely to receive screening 


and diagnostic tests known to lead to the early detection of cancer, heart disease, and 


diabetes. Even among the uninsured who know they have hypertension or diabetes, the 


use of appropriate medications and routine follow-up care is lower than for the insured. 


Overall, the uninsured receive less preventive and diagnostic care, less therapeutic care 


even after being diagnosed, and as a result, die earlier and experience greater limitations 


than otherwise similar people with insurance.  


 


Expanding insurance coverage may also yield greater value than expanding the safety-net 


on low-income people’s access to care. Cunningham and Hadley found that a 10 percent 


increase in insurance coverage reduced the proportion reporting an unmet need for 


medical care by 25-30 percent. In contrast, spending a comparable amount on expanding 


safety-net care for the uninsured reduced unmet need by only one-third to half as much as 


expanding insurance coverage.              


 


In a New England Journal of Medicine articled published in 2012, state Medicaid 


expansions to cover low-income adults were significantly associated with reduced 


mortality, improved coverage, greater access to care, and significant improvements in 


self-reported health of “excellent” or “very good.”
12


 The study’s findings with respect to 


reduced mortality are consistent with the Institute of Medicine’s estimate that health 


insurance may reduce adult mortality by 25 percent.
13
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12
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Federal Medicaid Disproportionate Share Hospital (DSH) Allotments 
 


There are offsetting impacts of the Medicaid expansion on total uncompensated care 


delivered by Montana’s health care providers. Title II, Subtitle (G), Section 2551 of the 


ACA specifies the reduction in national Disproportionate Share Hospital Payments 


(DSH) year-by-year on the premise that as the uninsured become insured, due to the 


Medicaid expansion and the health care exchanges, uncompensated care should go down 


at hospitals across the country. Medicaid DSH payments to Montana’s hospitals provide 


financial assistance to hospitals that provide services to a large number of low-income 


patients, such as people with Medicaid as well as the uninsured. Medicaid DSH payments 


are the largest source of federal funding for uncompensated hospital care. The federal 


government distributes federal DSH funds to each state based on a statutory formula. The 


states, in turn, distribute their portion of the DSH funding among qualifying hospitals. 


States use their federal DSH allotments to help cover the costs of hospitals that provide 


care to low-income patients when those costs are not covered by other payers, including 


Medicare, Medicaid, the Children’s Health Insurance Program (CHIP), or other health 


insurance. In 2009, Montana received $11,397,164 in federal Medicaid DSH allotments. 


Since Montana is a “low DSH” state, defined as having DSH expenditures between 0 and 


3 percent of total (state and federal) Medicaid spending in FY 2000, allotments increased 


by 16 percent each year from FY 2004 to FY 2008. Beyond 2008, DSH allotments 


increase by the Consumer Price Index-Urban Consumers.  


 


In the late 1980’s, many states started using special funding techniques to leverage 


federal Medicaid funds since DSH allotments at the time were not capped. Under these 


funding techniques, donations, provider-specific taxes, and intergovernmental transfers 


were used as the state share of Medicaid spending. This state share would then be 


matched with federal Medicaid dollars, and then returned to the taxpayers through higher 


DSH payments or provider payment rates. 


 


Since 1991, the federal government has enacted numerous laws to control federal DSH 


spending. One law established upper bounds on DSH hospital payments and limited the 


use of donated funds and provider taxes for the purpose of claiming federal matching 


payments. This policy has led to federal allotments based on historical spending levels 


and not current need, which has led to per capita DSH payments favoring just a handful 


of states.  


 


The ACA specifies the aggregate reductions in DSH allotments nationally, and is 


depicted below in Table 13.  
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Table 13: Aggregate Reductions in DSH Allotments for All States, by Year 


Fiscal Year Aggregate Reduction in DSH Allotment 


FY 2014 $500,000,000 


FY 2015 $600,000,000 


FY 2016 $600,000,000 


FY 2017 $1,800,000,000 


FY 2018 $5,000,000,000 


FY 2019 $5,600,000,000 


FY 2020 $4,000,000,000 


TOTAL $10,800,000,000 
Source: Title II, Subtitle (G), Section 1203, Affordable Care Act      
 


Total federal Medicaid DSH allotments to all states in 2011 were $11.3 billion. Based on 


the aggregate DSH payments to all states in 2011 and the aggregate reductions reported 


in Table 13 above, estimated reductions in DSH payments to Montana are presented in 


Table 14. The four-year average of federal Medicaid DSH allotments in Montana was 


used to estimate DSH reductions in Montana.  Total federal Medicaid DSH reductions to 


Montana over the FY 2014 to FY 2020 period amount to $18.1 million. 


 


Table 14: Estimated Reductions in Federal Medicaid Disproportionate Share Hospital 


Allotments, Montana, FY 2014 to FY 2020 


Fiscal Year Estimated Federal Medicaid DSH Reductions in Montana 


FY 2014 $501,000 


FY 2015  $601,000 


FY 2016 $601,000 


FY 2017 $1,803,000 


FY 2018 $5,008,000 


FY 2019 $5,609,000 


FY 2020 $4,006,000 


TOTAL $18,128,000 
Source: BBER calculations 


 


It is unclear what will happen to DSH allotments after 2020. Within the ACA is a 


provision that requires the Secretary of Health and Human Services to develop a 


methodology that imposes the largest percentage reductions on states that have the lowest 


percentage of uninsured, do not target their DSH payments to hospitals with high 


volumes of Medicaid inpatients, or hospitals that have high levels of uncompensated care. 


Important for Montana is that the reform methodology is supposed to impose a smaller 


percentage reduction on low DSH states. To date, these regulations have not been 


finalized.  


 


In states that do not expand Medicaid, the number of uninsured will still be reduced since 


many of the other provisions of the ACA will encourage individuals to acquire health 


insurance, including the individual mandate and the lure of tax credits and cost-sharing 


reductions in Montana’s Federally Facilitated Exchange. However, the reduction in the 


uninsured rate will be considerably less than the reduction that can be expected with the 
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expansion of Medicaid. This has important implications for hospital financing. 


Reductions in the federal DSH allotments are not contingent on a state’s decision to 


expand Medicaid. Hence, for states that choose not to expand Medicaid, reduced federal 


DSH allotments will still occur.  


 


Table 15 shows estimated total uncompensated care costs by fiscal year with and without 


the Medicaid expansion. Total uncompensated care costs by fiscal year are a function of 


the take-up rate, the estimated cost of uncompensated care per uninsured, the number of 


remaining uninsured, and the impact of reductions in federal Medicaid DSH allotments. 


For modeling purposes, the number of uninsured is reduced each year per the take-up 


rates used earlier for FY 2014 to FY 2021. Since the ACA is unclear on what happens to 


federal Medicaid DSH allotments in 2021, they are assumed to be zero. Over the total 


fiscal year period, FY 2014 through FY 2021, total uncompensated care costs are reduced 


by $104 million relative to no expansion of the Medicaid program.    


 


Table 15: Total Uncompensated Care Costs with and Without Medicaid Expansion, 


Montana 


 


Fiscal Year 


Total Uncompensated Care Costs with Federal DSH Allotment Reductions 


(millions of current dollars) 


with Medicaid Expansion without Medicaid Expansion 


FY 2014 $392.3 $439.3 


FY 2015 $447.7 $455.1 


FY 2016 $463.6 $471.5 


FY 2017 $481.4 $489.7 


FY 2018 $501.6 $510.4 


FY 2019 $519.9 $529.2 


FY 2020 $532.6 $546.5 


FY 2021 $560.2 $562.0 


TOTAL $3,899.3 $4,003.7 
  Source: BBER-UM. 


Impact of Federal Funds on the Montana Economy 
 


There are potential gains to the state economy in general as a result of the Medicaid 


expansion. The addition of federal dollars to the state economy supports many jobs and 


provides additional stimulus to the state economy that is paid for by taxpayers all across 


the country.  In essence, federal Medicaid funds are similar to income earned from 


products made in Montana and exported all over the world. Federal funds are “outside 


dollars” brought into the state’s economy, and hence, are basic in nature. Basic industries 


in Montana, or those who export their products or services for consumption elsewhere, 


are the economic drivers behind new job creation.     


 


Economists and academics most often utilize input-output models to reflect the overall 


effect on local, state, or regional economies that result from a change in policy or 


spending. One such model, IMPLAN, was used to conduct a multiplier analysis of how 
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added federal funds impact the Montana state economy in terms of tax revenues, jobs, 


labor income, and business sales. Currently, IMPLAN is used by more than 1,500 entities 


in academia, the private sector, and government to model economic impacts.  


 


IMPLAN draws on a mathematical input-output framework originally developed by 


Wassily Leontief, the 1973 Nobel laureate in economics, to study the flow of money 


through a regional economy. Input-output economic models account for the relationships 


between various sectors of an economy and allow for the estimation of the effects of 


changes in expenditures on state industries and the economy as a whole.  


 


Economic impact can be defined as the net change in the economy resulting from an 


event such as an increase or decrease in government spending. New spending can create a 


larger impact than the amount of new spending alone through multiplier effects, the 


successive rounds of spending that occur when money is injected into a state economy. 


For instance, state businesses and residents spend their earnings on purchases from other 


businesses or residents in the state, who in turn make other purchases and so on. 


Conversely, multipliers can work in reverse when spending is reduced. Economic impact 


is generally quantified in terms of employment, income, tax revenue and overall 


economic output (also referred to as business activity, gross state product or value 


added). The effects are typically categorized into direct, indirect, and induced impacts. 


 


First, while Medicaid payments are made on behalf of enrollees, the direct recipients are 


providers, including hospitals, private physicians and nursing homes, or managed care 


organizations. Therefore, Medicaid funding directly impacts health care service 


providers, supporting the jobs, income, and purchases required to deliver health care 


services.  


 


Through the multiplier effect, other businesses and industries are indirectly affected due 


to the direct impact. For example, a medical supply firm may be affected through its 


business dealings with Medicaid providers. Fluctuations in Medicaid funding may affect 


a Medicaid provider’s supply order which then may affect the medical supplier’s 


purchases from its vendors, and so on. Lastly, both the direct and indirect effects induce 


changes in household consumption and tax collection primarily due to household income 


fluctuations. Employees of Medicaid health care providers that are directly impacted or 


the employees of businesses that are indirectly impacted may change their spending 


patterns according to increases or decreases in income. These changes in income trigger 


the household to increase or decrease spending on consumer goods. Due to changes in 


personal income and, subsequently spending, sources of government revenue, including 


income and other taxes, would be affected as well.  


 


Both state and federal Medicaid spending have a multiplier effect. State spending alone 


yields multiplier effects as money is injected into the state’s economy and used to 


conduct business, make purchases and support salaries. However, because of the 


matching arrangement, the economic impact of Medicaid spending is intensified by the 


infusion of new dollars from the federal government that would otherwise not exist in the 


state.  Thus, the total impact multiplier, relative to the multiplier of the state dollar alone, 
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is considerably larger. Not including any temporary federal fiscal relief, the Federal 


Medical Assistance Percentage (FMAP) ranges from 50 to 76 percent among states, 


meaning that for every dollar a state spends on Medicaid, the federal government 


contributes at least one dollar. Higher federal matching rates create stronger financial 


incentives for states to participate in the Medicaid program. For example, in Montana, the 


current Federal Medical Assistance Percentage (FMAP) is 64 percent. This means that 


for every dollar the state contributes to Medicaid, the federal government will contribute 


$1.94 in federal funds. Conversely, for every $1 that the state cuts in Medicaid spending, 


it will forgo the $1.94 match from the federal government. Therefore, the state is actually 


reducing its overall Medicaid spending by $2.94 to save $1 in state funds.  


 


During the first three years of the Medicaid expansion, the federal government FMAP is 


100 percent. It slowly phases down thereafter, eventually reaching a FMAP floor of 90 


percent in 2020 and beyond.  


 


The flow diagram below illustrates how federal Medicaid spending works its way 


through an economy and demonstrates how the relationships within an economy can 


generate impacts greater than the original spending alone. 


 


Figure 5: Flow of Medicaid Dollars through a State Economy 


 
Source: Kaiser Commission on Medicaid and the Uninsured, January 2009 
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IMPLAN Modeling Results    
 


The impact of federal dollars flowing into the Montana economy was modeled according 


to the low cost and high cost scenarios discussed previously. Only the federal dollars in 


excess of the state match were modeled for each fiscal year. The state match is presumed 


to mainly come out of the pockets of Montanans, either as tax obligations or cost-shifting 


to individuals with private health care insurance. Modeling only those federal dollars 


above and beyond the state obligation reduces the amount of federal dollars flowing into 


the economy, and represents more closely “new” funds relatively free from taxpayer 


obligation. Obviously, however, taxpayers all across the nation share in the federal funds 


flowing into each state.  


 


Federal funds were allocated to nine different health care sectors in the IMPLAN model 


based on Medicaid appropriations, as reported by the Office of the Actuary, Centers for 


Medicare and Medicaid Services. As a result, most job creation will accrue to the health 


care sector. The IMPLAN model captures the ripple effects on the state economy as a 


result of the additional stimulus to the health care sectors.  


 


Table 16 summarizes the impact of new federal funds coming into Montana as a direct 


result of the Medicaid expansion for both the low cost and high cost scenarios.  


 


Table 16: Statewide Impact Resulting from new Federal Funds to Support Medicaid, by 


Fiscal Year 


 Employment Labor Income State and Local 


Tax Revenue 


Federal Tax 


Revenue 


 millions of current dollars 


Low High Low High Low High Low High 


FY2014 5,300 5,900 $201.9 $225.7 $21.0 $23.5 $41.7 $46.6 


FY2015 11,300 12,600 $443.0 $495.3 $46.3 $51.7 $91.4 $102.2 


FY2016 12,000 13,400 $480.2 $536.8 $50.1 $55.9 $99.2 $110.9 


FY2017 12,100 13,500 $494.0 $552.3 $51.4 $57.5 $102.0 $114.1 


FY2018 12,700 13,400 $529.5 $559.7 $54.7 $58.3 $108.9 $115.5 


FY2019 12,500 14,000 $533.2 $596.1 $55.5 $62.1 $110.0 $123.1 


FY2020 13,000 14,500 $564.6 $631.3 $58.9 $65.7 $116.6 $130.4 


FY2021 12,900 14,400 $568.9 $636.0 $59.3 $66.3 $117.5 $131.3 


TOTAL Na Na $3,815.3 $4,233.2 $397.2 $441.0 $787.3 $874.1 
 Source: IMPLAN, BBER-UM 


 


 


On average, new federal funds create and support 11,500 jobs annually under the low 


cost scenario and 12,700 jobs annually under the high cost scenario. Approximately 60 


percent of these added jobs are in the health care industry. The statewide job created by 


the flow of new federal funds into Montana pays an average wage of $42,000, well above 


the statewide average wage for private sector jobs in Montana during 2011, $35,000. 


Over the fiscal years 2014 through 2021, a cumulative $3.8 billion (low cost scenario) 


and $4.2 billion (high cost scenario) in labor income is generated from the flow of new 
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federal dollars into the economy. This represents an average contribution of $477 million 


per year in labor income for the low cost scenario to $529 million per year for the high 


cost scenario.  


 


As a result of additional economic activity created by the introduction of new federal 


dollars, state and local tax revenues average $50 million and $55 million annually over 


the FY 2014-2021 period for the low cost and high cost scenarios respectively. Taxes 


paid to the federal government, as a result of business profits and increased labor 


earnings, average from $98 million for the low cost scenario to almost $110 million 


under the high cost scenario.    


Net Cost/Savings Attributable to the Medicaid Expansion   
 


Under the low cost scenario, despite the fact that the state is obligated to match federal 


funds with almost $518 million over the fiscal year periods 2014 through 2021, expected 


reductions in uncompensated care and state and local tax revenues appear to more than 


offset these costs during the early years of the expansion. Even ignoring the impact of 


uncompensated care and reduced federal Medicaid DSH allotments, state and local tax 


revenues more than offset the costs to the state during the early years of the expansion. 


This is primarily due to the much lower state obligation during the initial years of the 


Medicaid expansion and the generous match by the federal government for newly eligible 


Medicaid enrollees. Particularly for the period FY 2014 through FY 2016, the federal 


matching assistance percentage is 100 percent. Not until FY 2018, do state costs exceed 


expected state and local tax revenues associated with the flow of federal matching 


dollars.  


 


Including the impact of reduced uncompensated care, along with falling federal Medicaid 


DSH allotments, the state realizes a net savings during the first four fiscal years. Overall 


during the life of the Medicaid expansion, at least until FY 2022, total state costs are $34 


million to support the Medicaid expansion (Table 17).          


 


Table 17: Net Cost (+) or Savings (-) to the State of Montana, FY 2014 to FY 2021, Low 


Cost Scenario (millions of current dollars)     
 State Obligation to 


Medicaid 


Expansion 


 


 


Reduction in Uncompensated 


Care including Reduced DSH 


Payments 


Additional State & 


Local Tax Revenue 


Net Cost (+) Net 


Savings (-) to 


State 


FY2014 $12.2 $46.4 $21.0 -$55.2 


FY2015 $23.2 $6.9 $46.3 -$30.0 


FY2016 $24.9 $7.3 $50.1 -$32.5 


FY2017 $45.1 $6.5 $51.4 -$12.8 


FY2018 $72.8 $3.8 $54.7 +$14.3 


FY2019 $87.6 $3.7 $55.5 +28.4 


FY2020 $115.9 $9.9 $58.9 +47.1 


FY2021 $136.1 $1.8 $59.3 +75.0 


TOTAL $517.7 $86.3 $397.2 +34.2 


Source: BBER-UM 
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Assuming per enrollee costs are higher than expected, net savings may still be realized 


during the first four years of the expansion. Table 18 replicates Table 17 for the higher 


per enrollee cost scenario. Again during the first four fiscal years, the state realizes a 


savings when uncompensated care, DSH payments, and state and local tax revenues are 


considered. During the life of the Medicaid expansion, FY2014 through FY 2021, total 


state costs are almost $52 million. In FY 2018 and beyond, tax revenues generated from 


the addition of new economic activity lag behind the state’s cost of providing insurance 


to newly eligible Medicaid enrollees.   


 


Table 18: Net Cost (+) or Savings (-) to the State of Montana, FY 2014 to FY 2021, High 


Cost Scenario (millions of current dollars)    
 State Obligation to 


Medicaid 


Expansion 


 


 


Reduction in Uncompensated 


Care including Reduced DSH 


Payments 


Additional State & 


Local Tax Revenue 


Collected 


Net Cost (+) Net 


Savings (-) to 


State 


FY2014 $13.7 $46.4 $23.5 -$56.3 


FY2015 $25.9 $6.9 $51.7 -$32.7 


FY2016 $27.9 $7.3 $55.9 -$35.4 


FY2017 $50.4 $6.5 $57.5 -$13.6 


FY2018 $81.4 $3.8 $58.3 +$19.3 


FY2019 $97.9 $3.7 $62.1 +$32.1 


FY2020 $129.5 $9.9 $65.7 +$53.9 


FY2021 $152.2 $1.8 $66.3 +$84.1 


TOTAL $578.8 $86.3 $441.0 +$51.5 


Source: BBER-UM 


 


Absent in this analysis are other considerations that will financially impact the state’s 


cost of expanding Medicaid. Incarcerated individuals who receive health care off-


premises are eligible under the Medicaid expansion. In addition, there may be numerous 


eligible clients that may be switched from state funded to the Medicaid expansion, such 


as mental health services to the financially indigent. There are over 50 eligibility codes in 


the Montana Medicaid program, and a code by code analysis was simply beyond the 


scope of this project. Certain, however, is that other Medicaid enrollees may qualify 


under the expansion, and these populations should be identified as a cost-saving strategy 


for the state.  


Impact of Medicaid Expansion on Montana’s Health Care Resources 
 


The use of health care resources in Montana will be affected by the proportion of 


uninsured who become insured, as well as the changes in the payer mix, such as 


uncompensated care, self-pay, privately insured and the publicly insured. Empirical 


findings indicate that health care resource use by the uninsured is less than use by the 


insured.
14


 The extent of the increase in health care resource use, however, is 


controversial. Some studies indicate that resource use increases to the level of the 
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insured, while other studies suggest use increases above levels of use by the insured.
15


 


The Congressional Budget Office believes the newly insured will increase their use of the 


health care system by 25 to 60 percent while reaching a level of resource use only 75 to 


90 percent of that of the previously insured.
16


  


 


The change in the number of uninsured will have an impact on community health centers, 


which typically serve as safety-net health care providers for the uninsured. Massachusetts 


witnessed a significant increase (31 percent) in the use of safety-net facilities while the 


proportion of uninsured decreased by 44 percent. Half of the patients seen by Montana’s 


community health centers in 2011 did not have insurance, accounting for almost 400,000 


clinic visits. The strain on community health center resources will be felt on two levels, 


continued use by the uninsured and increased use by the newly insured. 


 


Table 19 shows the estimated change in the number of visits per 100 persons by health 


care setting and by insurance status as one goes from being uninsured to insured. The 


Medicaid expansion population will add to the demand for primary care substantially as 


their utilization increases almost four-fold.   


 


Table 19: Visits to Ambulatory Care Settings, by Insurance Status   


 Combined 


Health 


Care 


Settings 


Primary 


Care 


Offices 


Surgical 


Specialty 


Offices 


Medical 


Specialty 


Offices 


Hospital 


Outpatient  


Emergency 


Department 


Change in visits per 100 persons compared to Baseline 


Baseline: No 


Insurance 


173.2 65.3 17.2 30.1 19.2 41.5 


Private 


Insurance 


+175.2 +126.7 +37.9 +31.4 -1.9 -19.0 


Medicaid/CHIP +326.5 +189.4 +15.9 +14.8 +65.7 +40.6 


Medicare +523.3 +190.9 +156.3 +146.0 +20.5 +9.5 
Source: National Ambulatory Medical Care Survey, 2007.  


 


Visits per 100 persons are higher for the insured than for the uninsured, with one 


exception. The privately insured have about the same number of visits per 100 persons as 


the uninsured with respect to hospital outpatient settings.  The privately insured however 


use the emergency department far less than the uninsured, instead relying more on 
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 L. Ward, and R. Franks, “Changes in Health care Expenditures Associated with Gaining or Losing health 
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primary care, surgical specialty, and medical specialty offices. Medicaid users have more 


visits per 100 persons across all health care settings when compared to the uninsured.     


 


Approximately 56,000 uninsured are initially expected to end up in the Medicaid 


expansion, while 17,000 young adults and nearly 87,000 uninsured are expected to obtain 


private health insurance coverage in the Federally Facilitated Exchange.  


 


Using data from the National Ambulatory Medical Care Survey (2007) and applying it to 


the proportions of previously uninsured obtaining private and public coverage, the 


expected increase in the use of ambulatory care can be estimated. For this analysis, it is 


assumed that the uninsured increase their use of health care resources to that of the 


insured. Figure 6 depicts the expected breakdown of public and private insurance.  


 


Figure 6: Allocation of Newly Insured to Private and Public Health Insurance Coverage 


 
 Source: BBER-UM 
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Table 20 presents estimates of the net change in the utilization of primary care offices, 


surgical specialty offices, medical specialty offices, hospital outpatient and hospital 


emergency departments in Montana that are attributable to the previously uninsured 


obtaining health insurance coverage.  


 


Table 20: Incremental Changes in Ambulatory Care Utilization, Montana 


 Primary 


Care 


Offices 


Surgical 


Specialty 


Offices 


Medical 


Specialty 


Offices 


Hospital 


Outpatient 


Departments 


Hospital 


Emergency 


Departments 


Net 


Incremental 


Change 


Private 


Coverage 


131,768 39,416 32,656 -1,976 -19,760 182,104 


Public 


Coverage 


106,064 8,904 8,288 36,792 22,736 182,784 


Net 


Incremental 


Change 


237,832 48,320 40,944 34,816 2,976 364,888 


Source: 2007 National Ambulatory Medical Care Survey, BBER-UM 


 


In all, over 360,000 new visits to ambulatory care settings may be expected as the result 


of the uninsured gaining access to health insurance. By far the biggest increase in health 


care utilization will be to primary care offices. As expected, visits to emergency 


departments will experience a slight decline as people gain health insurance coverage. 


Those with private insurance have 22.5 visits per 100 persons compared to 41.5 visits per 


100 persons for the uninsured.  Those with Medicaid coverage, however, use the 


emergency department at nearly twice the rate of the uninsured. Since more of the 


uninsured will be on private health insurance coverage than on Medicaid coverage, the 


net change is negative.   


Changes in Ambulatory Use by Medicaid Enrollees at the County Level 
 


Three-year data from the American Community Survey is used to model the demand for 


health care services at the county level. BBER survey data does not allow for statistically 


valid analysis at the county level due to sampling size.  


 


Approximately 172,000 non-institutionalized Montanans do not have health insurance 


according to the three-year estimates of the American Community Survey. Exactly how 


many will gain health insurance either through the Medicaid expansion or the Federally 


Facilitated Exchange is subject to debate. Montana’s health care delivery system will 


experience an increase in the demand for health services of all types.  


 


The rate of ambulatory care visits by setting type and primary source of payment is 


provided by the 2007 National Ambulatory Medical Care Survey. The survey is based on 


office-based physician practices, as well as data from physicians working in Community 


Health Centers. Data below show the low use of primary care and the high use of hospital 


emergency departments by the uninsured.   
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Table 21: Visits to Ambulatory Settings per 100 Persons, by Insurance Status 


 
Source: 2007 National Ambulatory Medical Care Survey, U.S. Department of Health and Human Services, 


National Center for Health Statistics 


Estimated Current Demand for Primary Care Office Visits 
 


One way to estimate the increased demand placed on Montana’s ambulatory health care 


system is to calculate the change in ambulatory use as individuals go from uninsured to 


insured. Table 22 below is a slightly condensed version of Table 20 and shows the 


incremental change in ambulatory use by a change in insurance status from uninsured to 


health care coverage under Medicaid or private insurance coverage. Noticeable in this 


table is the decline in use of hospital outpatient and hospital emergency department as 


individuals go from being uninsured to having private health care insurance. As the 


uninsured become insured through Medicaid, their utilization of primary care services 


increases substantially, more so than for all other ambulatory care settings. (Table 22)   


 


Table 22: Incremental Change in Ambulatory Care by Setting and Insurance Status 


 
Source: BBER-UM 


 


 


Data from the American Community Survey three year estimates (2009-2011) is 


combined with the estimated visits to primary care offices by type of insurance coverage 


from the 2007 National Ambulatory Medical Care Survey. Estimations include the 


current demand for primary care, along with other ambulatory care services, including 


surgical specialty offices, medical specialty offices, hospital outpatient and hospital 


emergency department visits.  


 


Many medical communities serve as regional trade centers. Hence, estimating demand 


for medical care based only on county residents will understate true demand. In 


estimating the existing demand for primary care office visits for the state as a whole, this 


problem is reduced since Montana residents seldom leave the state for primary care 


services. Also excluded in this analysis is the increase in primary demand due to visitors, 


primarily tourists, who through mishaps end up in the offices of Montana primary care 


providers. Additional study would be needed to include this population in the demand for 


primary care.   


 


 


Primary Care Surgical Specialty Medical Specialty Hospital Outpatient Hospital ED


Private Insurance 192 55.1 61.5 17.3 22.5


Medicaid/CHIP 254.7 33.1 44.9 84.9 82.1


No Insurance 65.3 17.2 30.1 19.2 41.5


incremental increase in office use per 100 persons


uninsured to… Primary Care Surgical Specialty Medical Specialty Hospital Outpatient Hospital ED


Private Insurance 126.7 37.9 31.4 -1.9 -19


Medicaid/CHIP 189.4 15.9 14.8 65.7 40.6
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Table 23 summarizes the demand for primary care office visits for Montana and also for 


the major population centers in Montana. The estimate for Montana is different from 


Table 20 since the data below is based on a different data source, the American 


Community Survey three-year estimates of uninsured. Medicaid enrollees account for 8 


percent of all visits to primary care providers in Montana.   


 


Table 23: Estimated Visits for Primary Care, Montana and Select Counties  


 Source of Expected Payment Total PC 


Office 


Visit 


Demand 


ESI Direct 


Purchase 


Medicare Medicaid/CHIP Uninsured Unknown  


Montana 742,310 295,037 415,287 141,863 94,653 47,382 1,736,533 


Cascade 57,145 19,173 35,625 13,201 7,520 4,589 137,253 


Flathead 64,414 26,243 36,229 9,989 12,281 4,015 153,171 


Gallatin 78,021 34,120 23,278 5,901 8,279 4,664 154,264 


Lewis & 


Clark 


61,198 15,759 25,354 6,581 4,202 2,504 115,598 


Missoula 89,937 33,335 36,019 14,480 12,871 3,298 189,939 


Ravalli 26,003 13,709 23,627 7,733 4,088 488 75,647 


Silver Bow 27,199 8,963 16,448 7,488 3,185 317 63,599 


Yellowstone 120,837 37,503 58,811 22,182 15,857 5,302 260,492 


ESI is employer-sponsored insurance   
Source: 2007 National Ambulatory Medical Care Survey, American Community Survey, BBER-UM 


 


The eight trade center counties above account for two-thirds of the total statewide 


demand for primary care services. 


Estimated Increase in the Demand for Primary Care Office Visits 
 


The number of uninsured in Montana will decline due to the lure of subsidies and cost-


sharing assistance in the exchange, the individual mandate to have insurance, and the 


Medicaid expansion. In this analysis, utilization rates for primary care office visits are 


assumed to reach the levels of utilization reported in the ambulatory medical care survey. 


All “uninsured” are also assumed to obtain health insurance in the first year. Certainly 


not all uninsured will purchase insurance.  Even Medicare doesn’t have a 100 percent 


participation rate. Medicaid participation rates vary from a low of 43 percent of the 


eligible population in Louisiana to a high of 83 percent in Massachusetts. Nationally, 


participation rates for Medicaid are 63 percent of the eligible population.  


 


According to the American Community Survey, nearly 68,000 Montanans are uninsured 


and Medicaid eligible, leaving an estimated 104,000 uninsured who do not qualify for the 


Medicaid expansion. Assuming all Medicaid eligible participate in the Medicaid 


expansion and the remaining uninsured purchase health insurance in the Federally 


Facilitated Exchange, an additional 129,000 primary care office visits are expected 


statewide due to the Medicaid expansion (Table 24).  
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  Table 24: Estimated Increase in Demand for Primary Care Services, Montana 


 
Source: National Ambulatory Medical Care Survey, American Community Survey, BBER-UM 


 


The decline in hospital outpatient and hospital emergency department visits is the result 


of the uninsured using these services less as they acquire private health insurance. By far, 


the greatest impact is on the demand for primary care office visits.  


 


Adding the incremental increases for primary care to existing demand provides a 


snapshot of the total anticipated demand for primary care office visits that is attributable 


to the Medicaid expansion. (Table 25).  


    


Table 25: Impact of Medicaid Expansion on the Demand for Primary Care Services, 


Montana and Select Counties 


County Additional PC Office 


Visits 


Attributable to Medicaid 


Expansion 


Total Demand for PC Office Visits with 


Medicaid Expansion 


Montana 128,792 1,865,325 


Cascade 9,858 147,111 


Flathead 13,362 166,533 


Gallatin 7,758 162,022 


Lewis & 


Clark 


3,839 119,437 


Missoula 17,436 207,375 


Ravalli 5,284 80,931 


Silver Bow 3,936 67,535 


Yellowstone 15,010 275,502 
Source: BBER-UM 


  


  


Primary Care Surgical Specialty Medical Specialty Hospital Outpatient Hospital ED Total Office Visits


Private Coverage 131,768         39,416                     32,656                     (1,976)                           (19,760)       182,104                   


Medicaid Coverage 128,792         10,812                     10,064                     44,676                          27,608        221,952                   


Total Change 260,560         50,228                     42,720                     42,700                          7,848           404,056                   







36 


 


Primary Care Capacity 
  


The capacity of the primary care system to accommodate additional demand may be 


modeled by the number of primary care practitioners and the number of office visits that 


primary care providers can offer each year. In a 2009 study by Davis and Roberts, 495 


practicing primary care physicians were identified in the state of Montana. This number 


includes family practice, internal medicine, and pediatric practitioners. Other studies 


contrast drastically with this number, and range from 629 primary care providers 


(Stenseth 2009) to 862 primary care providers (Rivard 2009).    


 


The U.S. Department of Health and Human Services uses a guideline of 4,200 office 


visits per year for primary care physicians, much lower than the American Medical 


Association guideline of 5,400 office visits per year for family practitioners. The lower 


threshold is used in this analysis. Table 26 presents estimates for the primary care 


capacity of the state and select counties. By comparing primary care capacity to estimated 


total demand, the ability of the primary care system to accommodate the increased 


demand for primary care services can be assessed.  


   


Table 26: Estimated Primary Care Capacity to Primary Care Demand, Montana and 


Select Counties  


Locale Primary Care 


Supply 


Primary Care Demand, including 


Medicaid and Federally Facilitated 


Exchange 


Visits/Year: 


Shortage (-) 


Surplus (+)  


Montana 2,079,000 1,997,093 +81,907 


Cascade 163,800 155,107 +8,693 


Flathead 176,400 181,423 -5,023 


Gallatin 71,400 172,895 -101,495 


Lewis & 


Clark 


147,000 125,022 +21,978 


Missoula 201,600 220,684 -19,084 


Ravalli 58,800 86,947 -28,147 


Silver Bow 71,400 71,081 +319 


Yellowstone 508,200 296,228 +211,972 
Source: BBER-UM 


 


Major medical markets, such as Missoula, Great Falls, and Billings, serve areas well 


beyond the county boundaries. Although primary care is usually delivered locally, it is 


reasonable to assume that primary care demand is still underestimated to a considerable 


degree. More illustrative perhaps are the counties with low surpluses of primary care 


capacity, or in some, shortages of primary care capacity. Gallatin County, in particular, 


appears to have a severe shortage of primary care capacity given the additional burdens to 


be placed on their providers. Some of the burden can be minimized by increased use of 


mid-level practitioners, including nurse practitioners and physician assistants.  


 


Absent in this analysis is the role that payment to the provider serves in seeing certain 


payer mixes, particularly Medicaid. As payments fall to the marginal cost of providing 
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services to these patients, doctors will have limited options. Some may decrease the 


number of Medicaid patients seen, some may simply retire earlier. Many primary care 


physicians are now employed by local hospitals and federally funded clinics. Hospitals 


and these clinics receive higher payments from government sources than an independent 


physician receives for the same services. How this trend affects overall costs is not 


apparent, but it does provide some support to help keep primary care physicians in 


Montana communities.      


Summary 
 


The Supreme Court ruling on the ACA early in the summer of 2012 made the expansion 


of Medicaid programs optional for states without penalty while at the same time ruling in 


favor of the rest of the health care law. While the federal government does pick up the 


entire cost of newly eligible Medicaid enrollees for the first three years, lots of 


uncertainty remains as states attempt to weigh the merits of the expansion against the 


financial strain on their budgets.  Clearly the Medicaid expansion represents the single 


most significant new cost for states under the ACA.   


 


The number of Montanans that take advantage of the Medicaid expansion is not easily 


assessed. Montana’s participation rate in Medicaid is below the national average 


participation rate of 63 percent, perhaps as low as 50 percent. How many of Montana’s 


69,000 uninsured who qualify for Medicaid enroll depends in part on how aggressively 


the state markets the expansion, and how enrollment is conducted. Childless adults have 


also joined Medicaid programs at much lower participation rates than other demographic 


groups. Additionally, the benchmark coverage offered to newly eligible Medicaid 


enrollees may be more restrictive than the benefits provided under traditional Medicaid, 


reducing the take-up rate for the newly eligible population.  On the other hand, 


elimination of the asset test for eligibility should significantly lower the barrier for 


enrollment, possibly increasing the take-up rate for newly eligible Medicaid enrollees.  


 


There are also many sizable population groups that must be considered as potential new 


enrollees. Since Montana’s climb out of the Great Recession of 2009 is more of an 


income recovery than a jobs recovery, people with incomes up to 150 percent of the 


federal poverty level could cycle into Medicaid eligibility should their financial 


circumstances unfavorably change. Uninsured, young adults between 18 and 26 years of 


age may now choose to stay on their parents’ health insurance policies due to provisions 


in the ACA. Uninsured and previously insured individuals could be added to the 


Medicaid program, as those who were previously eligible but not enrolled now enroll in 


Medicaid and those with private health insurance drop coverage and instead opt for 


Medicaid coverage.  


 


A total of 56,000 Montanans in 2014 could be added to Medicaid as a result of the 


Medicaid expansion. Two factors that could significantly change this estimate are the 


annual take-up rates and the number of employees who lose health care coverage from 


their employers and then qualify for Medicaid.  
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Estimating the budgetary impact of the Medicaid expansion is also subject to risk. Aside 


from the uncertainties surrounding the potential number of new Medicaid eligible 


enrollees, changes in per enrollee Medicaid costs, the medical rate of inflation used to 


project future costs, the health status of new enrollees, and future legislative changes in 


the Federal Medical Assistance Percentages (FMAP) due to deficit worries could change 


the cost of the Medicaid expansion.  


 


Mathematica Policy Institute recommends that states need to conduct further research 


into two areas. First, differences in the health status of Medicaid enrollees should be 


examined across all subgroups. For the BBER analysis, the self-reported health status of 


the adult Medicaid population is assessed. Second, the mix and quantity of specific types 


of medical services, such as hospital emergency room visits, admissions and lengths of 


stay, visits to specialists, and prescription drug use could also be examined to better 


understand differences in PMPM costs for Medicaid eligible populations.    


 


The BBER estimates that over three-quarters (42,000) of the Medicaid expansion 


population are uninsured adults without children. This population is more likely to be 


healthier than the general Medicaid population and incur much lower per enrollee costs, 


but at the same time has been historically the least likely to join Medicaid.  


 


The incremental cost attributable to the Medicaid expansion in Montana is projected to be 


between $6.5 billion and $7.3 billion over FY 2014 through FY 2021. The state’s share of 


the total cost is around 8 percent, or $518 million to $579 million. The balance of these 


costs is paid by the federal government.  


 


The ability of Montana’s primary care health care delivery system may also be 


challenged. The Medicaid expansion alone is expected to add nearly 129,000 more visits 


to primary care providers statewide as individuals go from being uninsured to newly 


enrolled in Medicaid. When joined by other uninsured that may gain health care coverage 


in the Federally Facilitated Exchange in 2014, another 132,000 visits to primary care 


providers is expected. Given estimates of Montana’s ability to accommodate this 


additional demand for primary care, Montana primary care providers may be 


overwhelmed. The major population centers where primary care capacity may be most 


stained are Flathead, Gallatin, Missoula and Ravalli counties.  


 


The federal funds that flow into Montana as part of the federal obligation to the Medicaid 


expansion create jobs, income, and additional state and local tax revenues. In addition to 


the estimated reductions in uncompensated care that result from the uninsured becoming 


insured, the net costs to the state of Montana are reduced to between $34 million and $52 


million over the FY 2014 through FY 2021 period.    


 


The number of Montanans without health insurance will reduce the uninsured rate in 


Montana from 20 percent of the population to 16 percent of the civilian non-


institutionalized population. The population most vulnerable to remaining uninsured 


without the expansion is those that are too rich for Medicaid and too poor for the federal 


tax credits to purchase insurance in the Federally Facilitated Exchange in 2014 (incomes 
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between 33 percent and 100 percent of the federal poverty level). For 37,000 Montanans, 


the Medicaid expansion could provide badly needed health insurance.  Without the 


Medicaid expansion, 37,000 Montanans will continue to go uninsured even with the 


Federally Facilitated Exchange that becomes operational in 2014.     


 


Uncompensated care presently provided by Montana’s hospitals, community health 


providers, and office based physicians would be reduced as the uninsured become insured 


through the Medicaid expansion. The burden to taxpayers of total uncompensated care 


could be reduced by an average of $11 million per year as more and more Medicaid 


eligible individuals become insured. When examined from the standpoint of an all or 


nothing scenario, over $104 million in uncompensated care would vanish relative to the 


scenario where all of Montana’s uninsured remain uninsured.  


 


Numerous studies show that the lack of health insurance and poor health are related. Poor 


health among adults reduces labor force participation, productivity, and earnings. A 


person in poor health may earn 15-20 percent less than a person in good health. Poor 


health among family members also reduces the ability to work. Family caregivers work 


less and earn less. This lost time from work reduces productivity and contributions to the 


state economy, as well as tax revenues to localities, the state, and the federal government. 


 


Children in poor health have poor school attendance and lower school achievement and 


cognitive development. Lack of insurance also increases the probability of disability or 


major health deterioration for people between 50 and 65 years of age. Disability at this 


age leads to earlier coverage by Medicare and transfer payments to Disability Insurance 


and Supplemental Security Income programs.  


 


A more recent study found that states that expanded Medicaid eligibility had significant 


decreases in mortality, improved health coverage, enhanced access to care, and 


improvements in the number of Medicaid beneficiaries reporting “excellent” or “very 


good” health. Other studies also show that health insurance reduces adult mortality. 


 


Although it is difficult to put a dollar value on all the benefits of extending health 


insurance to low-income adults, it is clear that lack of insurance correlates to poorer 


health, less educational attainment, lower labor force participation, and lower earnings. 


This undoubtedly leads to lost tax revenues and higher public expenditures for medical 


care and income support programs.  
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DEPARTMENT OF HEALTH & HUMAN SERVICES 
Centers for Medicare & Medicaid Services 
7500 Security Boulevard, Mail Stop 00-00-00 
Baltimore, Maryland 21244-1850 


Date : December 10, 2012 


Subjec t: Frequently Asked Questions on Exchanges, Market Reforms, and Medicaid 


 
EXCHANGES & MARKET REFORMS  


 


State-Based Exchanges and State Partnership Exchanges 


1.  	 Does HHS plan to further extend deadlines for states to decide on their level of involvement 
in implementing Exchanges? 


A.  	No. As mentioned in the two letters that Secretary Sebelius sent to governors in November
2012, states have been and will continue to be partners in implementing the health care law
and we are committed to providing states with the flexibility, resources and time they need
to deliver the benefits of the health care law to the American people. 


In response to various governors’ requests for additional time, we extended the deadline for
a Blueprint Application to operate a State-Based Exchange from November 16, 2012 to
December 14, 2012. If a state is pursuing a State Partnership Exchange, we will accept
Declaration Letters and Blueprint Applications and make approval determinations for State 
Partnership Exchanges on a rolling basis. A state that plans to operate the Exchange in its
state in partnership with the federal government starting in 2014 will need to submit its
Declaration Letter and Blueprint Application declaring what partnership role they would like 
to have by February 15, 2013. 


A state may apply at any time to run an Exchange in future years. 


2.  	 What federal funding is available to assist a state in creating and maintaining a State-
Based Exchange? Will a state have to return federal funding if it decides not to implement a 
State-Based Exchange? 


A.  	By law, states operating Exchanges in 2014 must ensure that their Exchanges are financially
self-sustaining by January 1, 2015. The costs to states for establishing a State-Based
Exchange and testing Exchange operations during 2014 may be funded by grants under
section 1311(a). Additionally, grants under section 1311 may be awarded until December
31, 2014, for approved establishment activities that fund first year start-up activities (i.e., 
activities in 2014). It is also permissible that under a State Partnership Exchange, a state
may receive grants for activities to establish and test functions that the state performs in
support of a Federally-Facilitated Exchange. This applies whether or not a state is a State
Partnership Exchange. Generally, states will not be required to repay funds, provided funds
are used for activities approved in the grant and cooperative agreement awards. 



http://www.healthcare.gov/law/resources/letters/index.html
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3. Will HHS charge fees to a state that utilizes federal data in connection with its State-Based 
Exchange? 


A.  	No. HHS is establishing a federally-managed data services hub to support information 
exchanges between states (Exchanges, Medicaid and CHIP agencies) and relevant federal
agencies. In many cases, federal agencies other than HHS will be providing information 
through the hub. As stated in previous guidance, no charge will be imposed on states for use 
of the hub, nor for the required data accessed there. 


4.  	 What is the approval process for a state that would like to participate in a State 
Partnership Exchange? 


A.  	To operate a State Partnership Exchange in 2014, a state must submit a declaration letter,
complete the relevant portions of the Exchange Blueprint and be approved or conditionally
approved by HHS for participation in a State Partnership Exchange. State Partnership 
Exchange approval standards mirror State-Based Exchange approval standards for plan 
management and the relevant consumer activities, where applicable, and include standards 
related to sharing data and coordinating processes between the state and a Federally-
Facilitated Exchange. States have until February 15, 2013 to submit a declaration and
Blueprint Application for approval as a State Partnership Exchange. 


Federally-Facilitated Exchange 


5.  	 How will HHS work with state policymakers to make sure that the Federally-Facilitated 
Exchange accounts for the needs of a particular state? How will the Federally-Facilitated 
Exchange for each state ensure that it accurately incorporates state-specific laws and 
procedures into its business processes? 


A.  	To the greatest extent possible, HHS intends to work with states to preserve the traditional
responsibilities of state insurance departments when establishing a Federally-Facilitated
Exchange for a particular state. Additionally, HHS will seek to harmonize Exchange policy 
with existing state programs and laws wherever possible. 


For example, qualified health plans that will be offered in a Federally-Facilitated Exchange 
must be offered by issuers that meet state licensure and solvency requirements and are in 
good standing in the state (section 1301(a)(1)(C) of the Affordable Care Act; 45 C.F.R. 
section 156.200(b)(4)). In addition, qualified health plans will be subject to requirements 
that apply to all individual and small group market products such as the proposed market 
rules. Accordingly, states continue to maintain an important responsibility with respect to
qualified health plans licensed and offered in their states, regardless of whether the
Exchange is Federally-Facilitated or State-Based. 


HHS is currently working to determine the extent to which activities conducted by state
insurance departments such as the review of rates and policy forms could be recognized as 
part of the certification of qualified health plans by a Federally-Facilitated Exchange. For
example, most states currently have an effective rate review program in place and HHS will
rely on such processes in connection with qualified health plan certification decisions and
oversight by a Federally-Facilitated Exchange. HHS will work with regulators in each state 
with a Federally-Facilitated Exchange to identity these efficiencies. 



http://cciio.cms.gov/resources/files/hie-blueprint-11162012.pdf

http://www.gpo.gov/fdsys/pkg/FR-2012-11-26/pdf/2012-28428.pdf

http://www.gpo.gov/fdsys/pkg/FR-2012-11-26/pdf/2012-28428.pdf

http://www.gpo.gov/fdsys/pkg/FR-2012-11-26/pdf/2012-28428.pdf
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HHS is working with the National Association of Insurance Commissioners to enable states 
to use the System for Electronic Rate and Form Filing as part of the qualified health plan 
submission and certification process in a State Partnership Exchange. This will help ensure
that state and federal regulators are using the same data for their reviews and simplify 
issuer compliance responsibilities. 


HHS also will collect state-specific Medicaid and CHIP policy data so that the Federally-
Facilitated Exchange is able to evaluate Medicaid and CHIP eligibility. 


6.  	 Will Federally-Facilitated Exchange customer support personnel be familiar with state 
rules so that they can advise consumers adequately? 


A.  	Yes. HHS will operate the Federally-Facilitated and State Partnership Exchange call center
and website, and personnel will be trained on relevant state insurance laws and Medicaid
and CHIP eligibility standards so that they can advise consumers. In a state operating in a 
State Partnership Exchange, a state will be responsible for the day-to-day management of
the Exchange Navigators and the development and management of another separate in-
person assistance program, and may elect to conduct additional outreach and educational
activities. The Affordable Care Act directs Navigators to conduct public education to target 
Exchange-eligible populations, assist qualified consumers in a fair and impartial manner
with the selection of qualified health plans and distribute information on tax credits and
cost-sharing reductions, and refer consumers to any consumer assistance or ombudsman 
programs that may exist in the state. Navigators must provide this information in a manner
that is culturally and linguistically appropriate and accessible by persons with disabilities. 


7.  	 What restrictions will there be on a state regulator's authority to enforce state laws when 
consumers purchase coverage through a Federally-Facilitated Exchange? Will states 
retain their ability to protect consumers? 


A.  	States have significant experience and the lead role in insurance regulation, oversight, and
enforcement. We will seek to capitalize on existing state policies, capabilities, and
infrastructure that can also assist in implementing some of the components of a Federally-
Facilitated Exchange. We also encourage states interested in improving this alignment to
apply to conduct plan management through a State Partnership Exchange. 


A Federally-Facilitated Exchange’s role and authority are limited to the certification and
management of participating qualified health plans. Its role and authority do not extend
beyond the Exchange or affect otherwise applicable state law governing which health
insurance products may be sold in the individual and small group markets. Several qualified
health plans certification standards rely on reviews that some state departments of
insurance may not currently conduct. Therefore, HHS will evaluate each potential qualified
health plan against applicable certification standards either by deferring to the outcome of a 
state’s review (e.g., in the case of licensure) or by performing a review necessary to verify 
compliance with qualified health plan certification standards. Federally-Facilitated 
Exchanges will consider completed state work to support this evaluation to the extent 
possible. 
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8.  How will the Federally-Facilitated Exchange be funded? 


A.  	To fund the operation of the Federally-Facilitated Exchange, we proposed for comment in 
the draft Payment Notice that participating issuers pay a monthly user fee to support the 
operation of the Federally-Facilitated Exchange. For the 2014 benefit year, we proposed a 
monthly user fee rate that is aligned with rates charged by State-Based Exchanges. While
we proposed that this rate be 3.5 percent of premium, it may be adjusted in the final
Payment Notice to take into account State-Based Exchange rates. Exchange user fees will
support activities such as the consumer outreach, information and assistance activities that
health plans currently pay themselves. This policy does not affect the ability of a state to use 
grants described in section 1311 of the Affordable Care Act to develop functions that a state
elects to operate under a State Partnership Exchange and to support state activities to build
interfaces with a Federally-Facilitated Exchange. 


9.  	 If a state chooses to provide some services to a Federally-Facilitated Exchange, will the 
state be reimbursed for its costs? 


A.  	Yes in certain circumstances. HHS expects that states supporting the development of a
Federally-Facilitated Exchange may choose to seek section 1311(a) Exchange Establishment 
cooperative agreement funding for activities including, but not limited to: 


•	 Developing data system interfaces with the Federally-Facilitated Exchange; 


•	 Coordinating the transfer of plan information (e.g., licensure and solvency) from the 
state insurance department to the Federally-Facilitated Exchange; and 


•	 Other activities necessary to support (and related to the establishment of) the effective 
operations of a Federally-Facilitated Exchange. 


After section 1311(a) funds are no longer available, HHS anticipates continued funding, 
under a different funding vehicle, for state activities performed on behalf of the Federally-
Facilitated Exchange. To the extent permissible under applicable law, HHS intends to make 
tools and other resources used by the Federally-Facilitated Exchange available to state
partners in State Partnership Exchanges, as well as to State-Based Exchanges. 


Market Issues 


10. How are Exchanges going to increase insurance market competition based on quality and 
cost? Some markets may be starting off from a position of having few local issuers. 


A.  	The introduction of Exchanges and the insurance market rules in 2014 will help promote
competition based on quality and cost since consumers will have an unprecedented ability to
compare similar products from different issuers and will be assured the right to purchase 
these products, regardless of their health condition. Further, consumers in many states will
have new options such as the ability to purchase coverage from the Consumer Operated and
Oriented Plans and Multi-State Plans created under the Affordable Care Act. Additionally, 
Exchanges can leverage market forces to drive further transformation in health care 
delivery. 



http://www.ofr.gov/OFRUpload/OFRData/2012-29184_PI.pdf

http://www.gpo.gov/fdsys/pkg/FR-2012-11-26/pdf/2012-28428.pdf
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We anticipate that the number of individuals who will be eligible for advance payments of
premium tax credits and cost-sharing reductions – which are only available in connection 
with qualified health plan coverage purchased through an Exchange – will attract issuers to
Exchanges where the certification process will encourage and reward high quality 
affordable insurance offerings. In addition, HHS is developing a Star Ratings system for
qualified health plans purchased in an Exchange pursuant to section 1311(c)(3) of the
Affordable Care Act. 


11. When will we have final rules on essential health benefits, actuarial value, and rating? 


A.  	The proposed rules on essential health benefits and actuarial value and the market reforms,
including rating, were published on November 20, 2012. Public comments are due by 
December 26, 2012. On November 20, 2012, we also issued a state Medicaid directors letter 
on how we will propose essential health benefits be implemented in Medicaid. HHS will
analyze the comments, adjust any policies accordingly, and publish final rules early next 
year. 


12. What level of benefit is required in a specific benchmark to satisfy the ten essential health 
benefit categories? What process will be undertaken by HHS to select backfilling benefit 
options if a state defaults to the largest small group product? 


A.  	In section 156.100 of the proposed rule on Essential Health Benefits/Actuarial
Value/Accreditation, we propose criteria for the selection process for a state that chooses to
select a benchmark plan. The essential health benefits benchmark plan would serve as a 
reference plan, reflecting both the scope of services and limits offered by a typical employer
plan in that state. This approach and benchmark selection, which would apply for at least
the 2014 and 2015 benefit years, would allow states to build on coverage that is already 
widely available, minimize market disruption, and provide consumers with familiar
products. Since some base-benchmark plan options may not cover all ten of the statutorily
required essential health benefits categories, we propose standards for supplementing a 
base-benchmark plan that does not provide coverage of one or more of the categories. 


We also propose that if a base-benchmark plan option does not cover any items and
services within an essential health benefits category, the base-benchmark plan must be
supplemented by adding that particular category in its entirety from another base-
benchmark plan option. The resulting plan, which would reflect a base-benchmark that
covers all ten essential health benefits categories, must meet standards for non-
discrimination and balance. After meeting these standards, it would be considered the
essential health benefits-benchmark plan. 


The proposed rule also outlines the process by which HHS would supplement a default
base-benchmark plan, if necessary. We clarify that to the extent that the default base-
benchmark plan option does not cover any items and services within an essential health
benefits category, the category must be added by supplementing the base-benchmark plan
with that particular category in its entirety from another base-benchmark plan option. 
Specifically, we propose that HHS would supplement the category of benefits in the default
base benchmark plan with the first of the following options that offer benefits in that 
particular essential health benefits category: (1) the largest plan by enrollment in the
second largest product in the state’s small group market; (2) the largest plan by enrollment 
in the third largest product in the state’s small group market; (3) the largest national 



http://www.gpo.gov/fdsys/pkg/FR-2012-11-26/pdf/2012-28362.pdf

http://www.gpo.gov/fdsys/pkg/FR-2012-11-26/pdf/2012-28428.pdf

http://www.medicaid.gov/Federal-Policy-Guidance/downloads/SMD-12-003.pdf

http://www.medicaid.gov/Federal-Policy-Guidance/downloads/SMD-12-003.pdf
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Federal Employees Health Benefit Program plan by enrollment across states that is offered
to federal employees; (4) the largest dental plan under the Federal Employees Dental and
Vision Insurance Program, for pediatric oral care benefits; (5) the largest vision plan under
the Federal Employees Dental and Vision Insurance Program, for pediatric vision care 
benefits; and (6) habilitative services as described in section 156.110(f) or 156.115(a)(4). 


Multi-State Plans 


13. The Office of Personnel Management is required to certify Multi-State Plans that must be 
included in every Exchange. How will you ensure that Multi-State Plans compete on a level 
playing field and are compliant with state laws? 


A.  	The U.S. Office of Personnel Management released a proposed rule implementing the Multi-
State Plan Program on November 30, 2012. To ensure that the Multi-State Plans are 
competing on a level playing field with other plans in the marketplace, the proposed
regulation largely defers to state insurance law and the standards promulgated by HHS and
states related to qualified health plans. Under the proposal, Multi-State Plans will be 
evaluated based largely on the same criteria as other qualified health plans operating in 
Exchanges. The few areas in which the Office of Personnel Management proposes different 
regulatory standards from those applicable to qualified health plans are areas where the 
Office of Personnel Management has extensive experience through its administration of the
Federal Employees Health Benefits Program. However, in order to ensure that these few
differences will not create any unfair advantages, the Office of Personnel Management seeks 
comment from states and other stakeholders on these proposals. The regulation appeared
in the Federal Register on December 5, 2012, and the comment period runs through January
4, 2013. 


Bridge Plan 


14. Can a state-based Exchange certify a Medicaid bridge plan as a qualified health plan? 


A.  	Yes. HHS has received questions about whether a state could allow an issuer that contracts 
with a state Medicaid agency as a Medicaid managed care organization to offer qualified
health plans in the Exchange on a limited-enrollment basis to certain populations. This type
of limited offering would permit the qualified health plan to serve as a “bridge” plan 
between Medicaid/CHIP coverage and private insurance. This would allow individuals
transitioning from Medicaid or CHIP coverage to the Exchange to stay with the same issuer
and provider network, and for family members to be covered by a single issuer with the 
same provider network. This approach is intended to promote continuity of coverage 
between Medicaid or CHIP and the Exchange. 


In general, an Exchange may allow an issuer with a state Medicaid managed care
organization contract to offer a qualified health plan as a Medicaid bridge plan under the
following terms: 


•	 The state must ensure that the health insurance issuer complies with applicable laws, and 
in particular with section 2702 of the Public Health Service Act. Consistent with section 
2702(c) of the Public Health Service Act, a health plan whose provider network reaches
capacity may deny new enrollment generally while continuing to permit limited 
enrollment of certain individuals in order to fulfill obligations to existing group contract 



http://www.gpo.gov/fdsys/pkg/FR-2012-12-05/pdf/2012-29118.pdf

http://www.gpo.gov/fdsys/pkg/FR-2012-12-05/pdf/2012-29118.pdf

http://www.gpo.gov/fdsys/pkg/FR-2012-12-05/pdf/2012-29118.pdf





 


 


          
         


        
        


        
        


       
        


       
      
            


         
        


    
 


            
         


          
 


 
              


       
         


 
           


         
 


         
            


         
             


 
 


      
        


         
          


        
 
 


      
 


        
            


    
 


       
           


            
          


7  


holders and enrollees. Therefore, if the issuer demonstrates that the provider network
serving the Medicaid managed care organization and bridge plan has sufficient capacity 
only to provide adequate services to bridge plan eligible individuals and existing 
Medicaid and/or CHIP eligible enrollees, the bridge plan could generally be closed to 
other new enrollment. However, in order to permit additional enrollment to be limited 
to bridge plan eligible individuals, the state must ensure there is a legally binding 
contractual obligation in place requiring the Medicaid managed care organization issuer
to provide such coverage to these individuals. We note that any such contract would
need to have provisions to prevent cost-shifting from the non-Medicaid/CHIP
population to the Medicaid/CHIP population. We also note that the guaranteed
availability provision of section 2702 of the Public Health Service Act is an important
protection that provides consumer access to the individual and small group markets.
Accordingly, we plan to construe narrowly the network capacity exception to the
general guaranteed issue requirement. 


•	 The Exchange must ensure that a bridge plan offered by a Medicaid managed care 
organization meets the qualified health plan certification requirements, and that having 
the Medicaid managed care organization offer the bridge plan is in the interest of 
consumers. 


•	 As part of considering whether to certify a bridge plan as a qualified health plan, the 
Exchange must ensure that bridge plan eligible individuals are not disadvantaged in terms 
of the buying power of their advance payments of premium tax credits. 


•	 The Exchange must accurately identify bridge plan eligible consumers, and convey to the 
consumer his or her qualified health plan coverage options. 


•	 The Exchange must provide information on bridge plan eligible individuals to the federal 
government, as it will for any other individuals who are eligible for qualified health plans 
on the Exchange, to support the administration of advance payments of premium tax 
credits. This will be done using the same mechanism that will be in place for the larger
Exchange population. 


Successful implementation of a Medicaid bridge plan will involve a high degree of
coordination between the state Medicaid agency, department of insurance and the
Exchange. States operating State-Based Exchanges will be best positioned to achieve the 
level of coordination needed to implement and support the offering of a Medicaid bridge 
plan on an Exchange. Additional guidance will be issued soon. 


Pre-Existing Condition Insurance Plan and Other High-Risk Pools 


15. Does the federal government intend to maintain the Pre-Existing Condition Insurance Plan 
program beyond 2014? How will state high risk pools be affected by the affordability and 
insurance market reforms in 2014? 


A.  	Under the Affordable Care Act, coverage for persons under the Pre-Existing Condition 
Insurance Plan program (whether federally-run or state-run in a state) will generally not 
extend beyond January 1, 2014, which is when all individuals will be able to access coverage 
without any pre-existing condition exclusions in the individual market. The transitional 







 


 


          
           
       


 
              


            
         


   
 


   
 


            
  


 
             


           
     


 
 
 


 
 


  
 


             
              


   
 


            
          


         
          


 
         


            
           
      


 
          


      
          


        
           


          
   


 
         


         
        


            
  


8  


reinsurance program is expected to help stabilize premiums in the individual market by 
reimbursing issuers who enroll high cost individuals, such as those currently enrolled in the
Pre-Existing Condition Insurance Plan, as they enter that market. 


In the notice of proposed rulemaking on the health insurance market rules (77 Fed. Reg.
70584; November 26, 2012), we noted that we are exploring ways in which states could
continue to run their existing high risk pools (i.e., separate from the Pre-Existing Condition
Insurance Pool program) beyond 2014. 


Basic Health Plan 


16. Will HHS issue federal guidance and regulation regarding implementation of the Basic 
Health Plan? 


A.  	Yes. HHS plans to issue guidance on the Basic Health Plan in the future. States interested in 
this option should continue to talk to HHS about their specific questions related to the
implementation of the Basic Health Plan. 


CONSUMERS 


Consumer Outreach 


17. How does HHS plan to conduct outreach about the Exchanges and new coverage options? 
Will outreach materials be tailored to each state? Will states be able to provide HHS with 
input in developing materials? 


A.  	Education and outreach are high priorities for implementing the changes coming in 2014.
HHS plans to conduct outreach to consumers in a variety of ways, including the Navigator 
program, in-person assistance, the internet, and call centers. States and other stakeholders
definitely will be able to provide input in developing its outreach approach to consumers. 


18. How does HHS plan to operate the Navigator program for the Federally-Facilitated 
Exchanges? How many and what types of Navigators will there be in a particular state? 
What will their roles be? Can states require Navigators to hold a producer license? If not, 
what type of training or certification will they receive? 


A.  	Section 1311(i) of the Affordable Care Act directs an Exchange – whether a State-Based
Exchange or a Federally-Facilitated Exchange – to establish a program under which it 
awards grants to Navigators. Section 1311(i) and 45 C.F.R. section 155.210 articulate the 
required duties of a Navigator. In addition, section 155.210(c)(2) directs that the Exchange 
select two different types of entities as Navigators, one of which must be a community and
consumer-focused non-profit group. This program is further described in the “General 
Guidance on Federally-facilitated Exchanges.” 


The number of Navigators per state served by a Federally-Facilitated Exchange will be 
contingent upon the total amount of funding available as well as the number of applications 
that we receive in each state in response to the forthcoming Navigator Grant Funding 
Opportunity Announcement that we plan to issue early next year to support the Federally-
Facilitated Exchanges. 



http://www.gpo.gov/fdsys/pkg/FR-2012-11-26/pdf/2012-28428.pdf

http://cciio.cms.gov/resources/files/FFE_Guidance_FINAL_VERSION_051612.pdf

http://cciio.cms.gov/resources/files/FFE_Guidance_FINAL_VERSION_051612.pdf

http://cciio.cms.gov/resources/files/FFE_Guidance_FINAL_VERSION_051612.pdf
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Additionally, a state or Exchange cannot require Navigators to hold a producer license (i.e.,
a license as an agent or broker) for the purpose of carrying out any of the duties required of
Navigators in section 1311(i)(3) of the Affordable Care Act and 45 C.F.R. section 155.210(e). 
Because the law directs Navigators to carry out all required duties, linking a producer
license to any one of those specific duties would have the effect of requiring all Navigator
entities, their employees, and their sub-grantees to hold a producer license. As described
above, this would prevent the application of the standard set forth in 45 C.F.R. section
155.210(c)(2) that at least two different types of entities must serve as Navigators. As such, 
and as provided by section 1321(d) of the Affordable Care Act, any state laws which would
require all Navigators to hold a producer license would be preempted by 45 C.F.R. section
155.210(c)(2). 


In Federally-Facilitated Exchanges and State Partnership Exchanges, individuals selected to 
receive Navigator grants or working for entities selected to receive Navigator grants must 
successfully participate in an HHS-developed and administered training program, which
will include a certification examination pursuant to 45 C.F.R. section 155.210(b). In 
addition, under state law, states may impose Navigator-specific licensing or certification 
requirements upon individuals and entities seeking to operate as Navigators, so long as
such licenses or certifications are not preempted by the requirement to award to different 
types of entities identified in 45 C.F.R. section 155.210(c)(2), such as producer licenses. 


19. What does HHS expect that states in a State Partnership Exchange must do to fulfill their 
obligations regarding in-person consumer assistance? How will the state-specific in-person 
consumer assistance programs be integrated with the Navigator program? 


A.  	In-person assistance programs are an additional mechanism through which Exchanges may 
meet the consumer assistance responsibilities of the Exchange under 45 C.F.R. section
155.205(d) and (e). As described in the Federally-facilitated Exchange Guidance, states
operating under a State Partnership Exchange will build and operate an in-person 
assistance program, for which grant funding is available under section 1311 of the
Affordable Care Act, distinct from the Navigator program for that Exchange. State-Based
Exchanges may do so as well. The purpose of providing multiple tools for in-person 
assistance is to ensure that all consumers can receive help when accessing health insurance 
coverage through an Exchange. 


Consumer Eligibility and Enrollment 


20. What information will consumers provide in the single streamlined application? What is 
the process/timeline for the approval of a state-specific single streamlined application? 


A.  	Section 1413 of the Affordable Care Act directs HHS to develop a single, streamlined
application that will be used to apply for coverage through qualified health plans, Medicaid
and CHIP. In addition, it can be used by persons seeking the advance payment of premium 
tax credits and cost sharing reductions available for qualified health plans through the
Exchange. In consultation with states and other stakeholders, and with the benefit of
extensive consumer testing, HHS has been developing an on-line and paper version of the 
single, streamlined application. We are releasing information on a rolling basis both to seek
public comment and to support states in their eligibility system builds. 



http://cciio.cms.gov/resources/files/FFE_Guidance_FINAL_VERSION_051612.pdf





 


 


        
         


              
       


    
 


          
          


           
 


               
      


 
        


          
           


          
             


         
    


 
            


  
 


          
         


     
      


           
          


         
       


 
 


          
      


       
        


        
         


      
           


       
 


       
        


10  


In July 2012, HHS published a notice in the Federal Register outlining the initial data 
elements that will be included in the streamlined application for public comment. HHS
received over 60 comments from states and other stakeholders that have helped inform our
ongoing development work. These comments, coupled with ongoing consumer testing, have 
helped us refine and improve the application. 


Consumer testing and extensive consultation with states and consumer groups continues. 
HHS expects to provide the final version of the online and paper application in early 2013
and will also work with states that seek Secretarial approval for their own application. 


21. What will consumers be told if it appears they are not eligible for Medicaid, CHIP, or 
advance payments of premium tax credits? 


A.  	A qualified individual still will have the option to purchase a qualified health plan through
the Exchange if he or she is not eligible for Medicaid. CHIP or an advance payment of a
premium tax credit. As outlined in 45 C.F.R. section 155.310(g), Exchanges will provide
timely written notice to an applicant of any eligibility determination made by the Exchange.
45 C.F.R. section 155.230(a) provides further detail on the content of notices, including that 
notices contain contact information for available customer service resources and an 
explanation of appeal rights, if applicable. 


22. How will HHS help Exchanges with the eligibility process for exemptions from the shared 
responsibility payment for individuals? 


A.  	Section 1311(d)(4)(H) of the Affordable Care Act specifies that the Exchange will issue 
certificates of exemption from the shared responsibility payment described in section
5000A of the Internal Revenue Code, which otherwise applies to individuals who do not
maintain minimum essential coverage. In the “State Exchange Implementation Questions 
and Answers” released on November 29, 2011, we indicated that a State-Based Exchange 
could either conduct this assessment itself or use a federally-managed service for
exemptions from the shared responsibility payment. We included this option in the
Exchange Blueprint. State-Based Exchanges can also choose to conduct this function 
independently. 


With this service, the Exchange will accept an application for an exemption, and then 
transfer the information contained on the application to HHS through a secure, electronic 
transaction. HHS will conduct relevant verifications and return an eligibility determination 
to the Exchange, which will then notify the individual who submitted the application. The 
Exchange and HHS will share responsibility for customer service. To the extent that an 
individual’s situation changes during the year, he or she would be required to submit an 
update to the Exchange, which will then transfer it to HHS to process. This configuration 
limits the level of effort required on the part of the Exchange, while ensuring that the
Exchange complies with the statutory direction to issue certificates of exemption. 


HHS will provide additional information regarding exemptions shortly, including technical
specifications for the application and for the application transfer service. 
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Consumer Experience 


23. How will the Federally-Facilitated Exchange display qualified health plan options to 
consumers? Will consumers see all of their options or just those that are “best” for them? 
Will the Federally-Facilitated Exchange allow individuals who are eligible for Medicaid or 
CHIP to purchase qualified health plans instead? 


A.  	Consumers will see all qualified health plans, including stand-alone dental plans, certified to
be offered through the Federally-Facilitated Exchange, offered in their service area. HHS is 
developing ways for consumers to sort qualified health plan options based on their
preferences. 


Qualified individuals who are Medicaid or CHIP eligible are allowed to purchase qualified
health plans instead of receiving coverage through the Medicaid or CHIP programs. 
However, they are not eligible to receive advance payments of premium tax credits or cost-
sharing reductions to help with the cost of purchasing qualified health plans through an 
Exchange. 


MEDICAID 


Expansion 


24. Is there a deadline for letting the federal government know if a state will be proceeding 
with the Medicaid expansion? How does that relate to the Exchange declaration deadline? 
Is HHS intending to provide guidance to states as to the process by which state plan 
amendments are used to adopt Medicaid expansion under the Affordable Care Act? 


A.  	No, there is no deadline by which a state must let the federal government know its intention 
regarding the Medicaid expansion. Nor is there any particular reason for a state to link its 
decision on the Exchange with its decision on the Medicaid expansion. States have a
number of decision points in designing their Medicaid programs within the broad federal
framework set forth in the federal statute and regulations, and the decision regarding the
coverage expansion for low-income adults is one of those decisions. 


As with all changes to the Medicaid state plan, a state would indicate its intention to adopt 
the new coverage group by submitting a Medicaid state plan amendment. If a state later
chooses to discontinue coverage for the adult group, it would submit another state plan
amendment to CMS. The state plan amendment process is itself undergoing modernization. 
As part of an overall effort to streamline business processes between CMS and states, in 
early 2013 CMS will begin implementing an online state plan amendment system to assist 
states in filing state plan amendments. We will be discussing the submission process for
Affordable Care Act-related state plan amendments on our monthly State Operations and
Technical Assistance calls with states and will be available to answer questions through that 
process. 


While states have flexibility to start or stop the expansion, the applicable federal match
rates for medical assistance provided to “newly eligible individuals” are tied by law to 
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specific calendar years outlined in the statute: states will receive 100 percent support for
the newly eligible adults in 2014, 2015, and 2016; 95 percent in 2017, 94 percent in 2018,
93 percent in 2019; and 90 percent by 2020, remaining at that level thereafter. 


25. If a state accepts the expansion, can a state later drop out of the expansion program? 


A.  	Yes. A state may choose whether and when to expand, and, if a state covers the expansion 
group, it may decide later to drop the coverage. 


26. Can a state expand to less than 133% of FPL and still receive 100% federal matching 
funds? 


A.  	No. Congress directed that the enhanced matching rate be used to expand coverage to
133% of FPL.  The law does not provide for a phased-in or partial expansion. As such, we 
will not consider partial expansions for populations eligible for the 100 percent matching
rate in 2014 through 2016. If a state that declines to expand coverage to 133% of FPL
would like to propose a demonstration that includes a partial expansion, we would consider
such a proposal to the extent that it furthers the purposes of the program, subject to the 
regular federal matching rate. For the newly eligible adults, states will have flexibility
under the statute to provide benefits benchmarked to commercial plans and they can design 
different benefit packages for different populations. We also intend to propose further
changes related to cost sharing. 


In 2017, when the 100% federal funding is slightly reduced, further demonstration 
opportunities will become available to states under State Innovation Waivers with respect 
to the Exchanges, and the law contemplates that such demonstrations may be coupled with
section 1115 Medicaid demonstrations. This demonstration authority offers states 
significant flexibility while ensuring the same level of coverage, affordability, and
comprehensive coverage at no additional costs for the federal government. We will
consider section 1115 Medicaid demonstrations, with the enhanced federal matching rates, 
in the context of these overall system demonstrations. 


27. Do you still support the Medicaid blended FMAP (matching rate) proposal in your budget? 


A.  	No. We continue to seek efficiencies and identify opportunities to reduce waste, fraud and
abuse in Medicaid, and we want to work with Congress, states, and stakeholders to achieve 
those goals while expanding access to affordable health care.  The Supreme Court decision 
has made the higher matching rates available in the Affordable Care Act for the new groups
covered even more important to incentivize states to expand Medicaid coverage. The 
Administration is focused on implementing the Affordable Care Act and providing 
assistance to states in their efforts to expand Medicaid coverage to these new groups. 


28. How does the Supreme Court ruling affect the interaction between the Exchanges and 
Medicaid? Will a state’s decision whether or not to proceed with the Medicaid expansion 
have implications for the Exchange’s ability to make Medicaid eligibility determinations? 


A.  	As the letter from Secretary Sebelius to Governors sent on July 10, 2012 and the letter from
the CMS Acting Administrator Marilyn Tavenner sent on July 13, 2012 stated, the Supreme 
Court’s decision affects the financial penalty that applies to a state that does not expand
Medicaid coverage to 133% of the federal poverty level under the Affordable Care Act. No 







 


 


          
        


        
           
              


      
 


            
       


 
          


         
      


           
          


        
         


        
        


         
 


 
     


       
             


        
          


         
           


        
       


         
         


         
             


           
 


 
           


     
 


         
        


            
     


 
        


          
       


         


13  


other provisions of the law were affected. Thus regardless of whether a state adopts the
Medicaid expansion, the provisions related to coordination with the Exchange, including the
use of standard income eligibility methods, apply. An Exchange in each state will make
either a Medicaid eligibility determination or a Medicaid eligibility assessment (at the
state’s option) based on the Medicaid rules in the state, including the income levels at which
the state’s Medicaid program provides coverage. 


29. What help will be available to states to accommodate the added administrative burdens 
and costs they will have to bear if they expand coverage in Medicaid? 


A.  	We have provided 90 percent federal matching funds for the new or improved eligibility 
systems that states are developing to accommodate the new modified adjusted gross 
income rules and to coordinate coverage with the Exchange. To further reduce system 
costs, we have promoted ways for states to share elements of their system builds with each
other, and we will be sharing the business rules for adopting modified adjusted gross 
income in the new eligibility systems. In addition we are designing, with extensive state 
and stakeholder consultation, a new combined and streamlined application that states can 
adopt (or modify subject to Secretarial approval). And, we will continue exploring 
opportunities to provide States additional support for the administrative costs of eligibility 
changes. These and other initiatives relating to state systems development will lower
administrative costs. 


Implementation of the on-line application system, the new data-based eligibility rules, 
verification and renewal procedures and states’ access to the federally-managed data 
services hub (“the hub”) will collectively help defray states’ ongoing costs and result in 
greater efficiency in the long term. For example, states will be able to electronically verify 
eligibility factors through the hub, where previously they had to verify through multiple
federal venues. This is expected to lower the per-person administrative costs of enrollment 
and renewal for both newly and currently eligible individuals. As stated in previous 
guidance, no charge will be imposed on states for use of the hub, nor for the required data 
accessed there. In addition, it is anticipated that many individuals—both those who are 
eligible under current state eligibility rules as well as those who are eligible under the adult 
expansion—will apply for coverage via the Exchange. Our rules provide states the option to
have the Exchange determine eligibility for Medicaid or to assess eligibility for Medicaid, in 
both cases using the state’s eligibility rules and subject to certain standards. No charge will
be imposed on states for the Medicaid determinations or assessments conducted by the
Exchanges. 


30. CMS has released 90/10 funding in order for states to improve their eligibility systems for 
Medicaid. Will that funding continue? 


A.  	Yes. “90/10” funding remains available through December 31, 2015 for Medicaid eligibility 
system design and development, and the enhanced 75 percent matching rate will be 
available indefinitely for maintenance and operations of such systems as long as the
systems meet applicable program requirements. 


In previous guidance, we have assured states that the 90/10 and 75/25 percent funding for
eligibility systems will be available without regard to whether a state decides to expand its
program to cover newly eligible low-income adults. We reiterate that system
modernization will be supported and the enhanced matching funds will be available 



http://www.medicaid.gov/State-Resource-Center/Frequently-Asked-Questions/Downloads/Eligibility-and-Enrollment-Systems-FAQs.pdf
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regardless of a state’s decision on expansion. Additionally, we will continue exploring 
opportunities to provide States additional support for the administrative costs of eligibility 
changes. 


31. Will low-income residents in states that do not expand Medicaid to 133 percent of the FPL 
be eligible for cost sharing subsidies and tax credits to purchase coverage through an 
Exchange? 


A.  	Yes, in part. Individuals with incomes above 100 percent of the federal poverty level who
are not eligible for Medicaid, the Children’s Health Insurance Program (CHIP) or other
minimum essential coverage will be eligible for premium tax credits and cost sharing 
reductions, assuming they also meet other requirements to purchase coverage in the
Exchanges. 


32. Can states that are “expansion states” under the law receive newly eligible matching rate 
for some populations in their state? 


A.  	Yes. The expansion state Federal Medical Assistance Percentage, or matching rate, 
described in section 1905(z)(2) of the Social Security Act is available to some states that 
expanded Medicaid coverage prior to enactment of the Affordable Care Act, but does not 
exclude those states from receiving the increased newly eligible match for expenditures for
beneficiaries who meet the statutory qualifications. If a population covered by a state that 
qualifies as an expansion state meets the criteria for the newly eligible matching rate, the 
state will receive the newly eligible matching rate for that population. States will receive 
the highest matching rate possible for a given population; being an expansion state will
never disadvantage the state in terms of matching rates for that population. 


The following are several examples of circumstances in which an expansion state will
receive the newly eligible matching rate for some beneficiaries: 


•	 States are considered expansion states if, as of March 23, 2010, they provided
coverage that meets the standards specified in section 1905(z)(3) of the Act to both
childless adults and parents up to at least 100 percent of the federal poverty level. If
a state provided Medicaid coverage up to 100 percent of the federal poverty level
but not above, expenditures for individuals between 100 and 133 percent of the
federal poverty level would qualify for the newly eligible matching rate. 


•	 States that qualify as expansion states may have offered less than full benefits, 
benchmark benefits, or benchmark-equivalent benefits.  Individuals who received 
limited benefits under a Medicaid expansion will qualify as “newly eligible”
individuals and the newly eligible matching rate will apply. 


•	 States that qualify as expansion states based on the provision of state-funded
coverage will receive the newly eligible matching rate for people previously covered
by the state-only program, since they will be newly eligible for Medicaid coverage. 


The expansion state matching rate is only available for expenditures for non-pregnant,
childless adult populations described in the new low-income adult group. CMS will work
with states to ensure that the correct matching rate is applied to expenditures for
populations in expansion states that qualify as newly eligible. 
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Flexibility for States 


33. What specific plans and timeline do you have for enacting the reforms and flexibility 
options for Medicaid that you spoke of in 2009? When can states give further input on the 
needed reforms? 


A.  	CMS continues to work closely with states to provide options and tools that make it easier
for states to make changes in their Medicaid programs to improve care and lower costs. In 
the last six months, we have released guidance giving states flexibility in structuring 
payments to better incentivize higher-quality and lower-cost care, provided enhanced
matching funds for health home care coordination services for those with chronic illnesses, 
designed new templates to make it easier to submit section 1115 demonstrations and to
make it easier for a state to adopt selective contracting in the program, and developed a 
detailed tool to help support states interested in extending managed care arrangements to 
long term services and supports. We have also established six learning collaboratives with
states to consider together improvements in data analytics, value-based purchasing and
other topics of key concern to states and stakeholders, and the Center for Medicare and
Medicaid Innovation has released several new initiatives to test new models of care relating 
to Medicaid populations. Information about these and many other initiatives are available 
on Medicaid.gov. We welcome continued input and ideas from states and others.
States can implement delivery system and payment reforms in their programs whether or
not they adopt the low-income adult expansion. With respect to the expansion group in
particular, states have considerable flexibility regarding coverage for these individuals. For
example, states can choose a benefit package benchmarked to a commercial package or
design an equivalent package. States also have significant cost-sharing flexibility for
individuals above 100% of the federal poverty level, and we intend to propose other cost-
sharing changes that will modernize and update our rules. 


34. Will the federal government support options for the Medicaid expansion population that 
encourage personal responsibility? 


A.  	Yes, depending on its design. We are interested in working with states to promote better
health and health care at lower costs and have been supporting, under a demonstration 
established by the Affordable Care Act, state initiatives that are specifically aimed at 
promoting healthy behaviors. Promoting better health and healthier behaviors is a matter
of importance to the health care system generally, and state Medicaid programs, like other
payers, can shape their benefit design to encourage such behaviors while ensuring that the
lowest income Americans have access to affordable quality care. We invite states to
continue to come to us with their ideas, including those that promote value and individual
ownership in health care decisions as well as accountability tied to improvement in health
outcomes. We note in particular that states have considerable flexibility under the law to
design benefits for the new adult group and to impose cost-sharing, particularly for those 
individuals above 100% of the federal poverty level, to accomplish these objectives, 
including Secretary-approved benchmark coverage 


35. Will CMS approve global waivers with an aggregate allotment, state flexibility, and 
accountability if states are willing to initiate a portion of the expansion? 


A.  	Consistent with the guidance provided above with respect to demonstrations available
under the regular and the enhanced matching rates, CMS will work with states on their 



http://www.medicaid.gov/
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proposals and review them consistent with the statutory standard of furthering the
interests of the program. 


MAGI 


36. Will states still be required to convert their income counting methodology to Modified 
Adjusted Gross Income (MAGI) for purposes of determining eligibility regardless of 
whether they expand to the adult group? If so, how do states link the categorical eligibility 
criteria to the MAGI? 


A.  	Yes, as required by law. Conversion to modified adjusted gross income eligibility rules will
apply to the nonelderly, nondisabled eligibility groups covered in each state, effective 
January 2014, without regard to whether a state expands coverage to the low-income adult 
group. The new modified adjusted gross income rules are aligned with the income rules that 
will be applied for determination of eligibility for premium tax credits and cost-sharing 
reductions through Exchanges; the application of modified adjusted gross income to
Medicaid and CHIP will promote a simplified, accurate, fair, and coordinated approach to
enrollment for consumers. CMS has been working with states to move forward with
implementation of the modified adjusted gross income rules, and consolidation and
simplification of Medicaid eligibility categories. 


DSH 


37. The Disproportionate Share Hospital allotments will be reduced starting in 2014 using a 
methodology based on the reduction in the number of uninsured. One, when will HHS issue 
the regulations and methodology for this reduction? Two, for a state that does not see a 
decrease in its uninsured population, will the remaining states absorb the full reduction? Is 
HHS planning any modification to the manner in which it will reduce DSH allotments as it 
relates to states that do not expand? 


A.  	The law directs HHS to develop a methodology to reduce Disproportionate Share Hospital
(DSH) funding over time in a way that is linked to reductions in the number of uninsured or
how states target their funds. We have heard from states and health care providers about
their concerns related to this change and are exploring all options. The Department will
propose this methodology for public comment early next year. 


COORDINATION BETWEEN EXCHANGES AND OTHER PROGRAMS 


38. How can states use premium assistance to help families that are split among the Exchange, 
Medicaid, and the Children’s Health Insurance Program (CHIP) enroll in the same plans? 


A.  	In 2014, some low-income children will be covered by Medicaid or CHIP while their parents
obtain coverage on the Exchange with advance payments of the premium tax credit. 
Premium assistance, an option under current law, provides an opportunity for state
Medicaid and CHIP programs to offer coverage to such families through the same coverage 
source, even if supported by different payers. Under Medicaid and CHIP statutory options, 
states can use federal and state Medicaid and CHIP funds to deliver Medicaid and CHIP 
coverage through the purchase of private health insurance. Most commonly, states have 
used premium assistance to help Medicaid/CHIP eligible families pay for available 
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employer-based coverage that the state determines is cost effective. There are cost sharing 
assistance and benefit wrap-around coverage requirements, to the extent that the insurance 
purchased with Medicaid and/or CHIP funds does not meet Medicaid or CHIP standards. In 
both Medicaid and CHIP, premium assistance is authorized for group health coverage and,
under some authorities, for health plans in the individual market, which, in 2014 would
include qualified health plans available through the Exchange. Please note that advance 
payments of the premium tax credit and cost-sharing reductions are not available for an 
individual who is eligible for Medicaid or CHIP. The statutory authorities that permit use of
title XIX or title XXI funds to be used for premium assistance for health plans in the
individual market, including qualified health plans in the Exchange, are sections 1905(a)
and 2105(c)(3) of the Social Security Act. 


For example, beginning in 2014, when a child is eligible for Medicaid/CHIP and the parent is 
enrolled in a qualified health plan through the Exchange, a state Medicaid or CHIP program 
could use existing premium assistance authority to purchase coverage for a Medicaid or
CHIP-eligible child through that qualified health plan. The premium tax credit would not be 
available to help cover the cost of coverage for these children. As noted above, with respect 
to the children, the state would adhere to federal standards for premium assistance, 
including providing wrap-around benefits, cost sharing assistance, and demonstrating cost-
effectiveness, as appropriate. A State-Based Exchange may be able to support such an 
option, and in states where a Federally-Facilitated Exchange is operating, a State Medicaid
or CHIP agency may be able to take this approach by making arrangements with qualified
health plans to pay premiums for individuals. We will be working with states interested in 
this option to consider how the state Medicaid and CHIP agency can coordinate with the 
Exchange to establish and simplify premium assistance arrangements. 


39. How can states use premium assistance to promote continuity of care when individuals 
move between Exchange, CHIP, and Medicaid coverage? 


A.  	The Affordable Care Act envisions and directs that there be a coordinated system for
making eligibility determinations between Medicaid, CHIP and the Exchange to avoid gaps 
in coverage as individuals’ income fluctuates. Smooth eligibility transitions will not 
necessarily prevent people from having to select a new plan and/or provider when they
lose eligibility for one insurance affordability program and gain eligibility for another. The 
extent to which such changes in plans and providers occur will depend on whether and to
what degree plans participate in both the Exchange and in Medicaid and CHIP, and the
networks in such plans. 


Premium assistance can help address this issue, while encouraging robust plan 
participation in Medicaid, CHIP, and the Exchange. As discussed above, this option permits 
state Medicaid or CHIP programs to use premium assistance to enroll a Medicaid or CHIP
eligible individual or family in a qualified health plan through the Exchange. States may be 
most interested in this option for families close to the top of the Medicaid income limit.
Under this arrangement, if a family’s income changes such that some or all members of the
family become ineligible for Medicaid or CHIP and eligible for a premium tax credit to help 
cover the cost of a qualified health plan through the Exchange, it would be less likely that 
members moving into Exchange coverage would need to change plans or providers. 
Similarly, premium assistance could help increase the likelihood that individuals moving 
from Exchange coverage into Medicaid or CHIP may remain in the same qualified health
plan in which they had been enrolled through the Exchange. 







 


 


 
          


            
        


   


As discussed above, premium assistance options in Medicaid and CHIP are subject to federal
standards related to wrap around benefits, cost sharing and cost effectiveness. There may 
also be an opportunity for states to promote continuity of coverage through “bridge plans” 
as described earlier. 
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15 LONG TITLE


16 General Description:


17 This bill amends the Health Code related to the state Medicaid program by prohibiting


18 the expansion of the Medicaid program under certain circumstances.


19 Highlighted Provisions:


20 This bill:


21 < defines terms;


22 < prohibits the Department of Health or the governor from expanding the state


23 Medicaid program to optional expansion populations unless:


24 C the Health Reform Task Force completes a review of a statewide charity care


25 system;


26 C the department completes a thorough analysis of the impact of Medicaid


27 expansion in the state and makes the analysis available to the public; and
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28 C the department reports to the Legislature in accordance with statutory reporting


29 requirements.


30 Money Appropriated in this Bill:


31 None


32 Other Special Clauses:


33 This bill has an immediate effective date.


34 Utah Code Sections Affected:


35 ENACTS:


36 26-18-18, Utah Code Annotated 1953


37  


38 Be it enacted by the Legislature of the state of Utah:


39 Section 1.  Section 26-18-18 is enacted to read:


40 26-18-18.  Optional Medicaid expansion.


41 (1)  For purposes of this section PPACA is as defined in Section 31A-1-301.


42 (2)  The department and the governor shall not expand the state's Medicaid program to


43 the optional population under PPACA unless:


44 (a)  the Health Reform Task Force has completed a thorough analysis of a statewide


45 charity care system;


46 (b)  the department and its contractors have:


47 (i)  completed a thorough analysis of the impact to the state of expanding the state's


48 Medicaid program to optional populations under PPACA; and


49 (ii)  made the analysis conducted under Subsection (2)(b)(i) available to the public;


50 (c)  the governor or the governor's designee has reported the intention to expand the


51 state Medicaid program under PPACA to the Legislature in compliance with the legislative


52 review process in Sections 63M-1-2505.5 and 26-18-3; and


53 (d)  notwithstanding Subsection 63J-5-103(2), the governor submits the request for


54 expansion of the Medicaid program for optional populations to the Legislature under the high


55 impact federal funds request process required by Section 63J-5-204, Legislative review and
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56 approval of certain federal funds request.


57 Section 2.  Effective date.


58 If approved by two-thirds of all the members elected to each house, this bill takes effect


59 upon approval by the governor, or the day following the constitutional time limit of Utah


60 Constitution Article VII, Section 8, without the governor's signature, or in the case of a veto,


61 the date of veto override.
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Key Findings 
 


 States that do not expand Medicaid leave employers exposed to higher “shared 


responsibility” payments under the Affordable Care Act (ACA).  


 


 The associated costs to employers could total $876 million to $1.3 billion each year in the 22 


states that have opposed, are leaning against, or remain undecided about expanding 


Medicaid.  By way of example, the decision in Texas to forego the Medicaid expansion may 


increase federal tax penalties on Texas employers by $299 to $448 million each year. 


 


 Any projections of the “net” costs of Medicaid expansions should reflect the very real costs 


of the shared responsibility penalties to employers in any particular state.   


 
Background and Context 
 
While upholding other provisions of the ACA in June 2012, the U.S. Supreme Court ruled that 
the federal government could not compel states to expand Medicaid for certain low-income 
adults.  Federal and state law prior to the enactment of the ACA limited Medicaid eligibility to 
very low income persons who are aged, blind, disabled, minor children, pregnant women and 
parents.  Congress attempted under the ACA to force states to expand Medicaid to all 
categories of low-income adults under age 65 who were at or below 138% of the federal poverty 


level (FPL).
1
  Under the Court’s ruling in NFIB v. Sebelius,


2


 though, states now have the option 
rather than an effective requirement to expand Medicaid to such adult residents.    
 
Coverage options for low income adult residents may be limited in states that do not expand 
Medicaid.  In drafting the ACA, members of Congress assumed that individuals under 138% 
FPL would be eligible for the Medicaid expansion.  They consequently limited access to the 


                                                
1


 § 1902(a)(10)(A)(i) of the Social Security Act (42 U.S.C. § 1396a) as added by § 2001(a)(1) of the ACA.  While this 
provision references a 133% FPL income limit, a subsequent amendment to § 1902(e)(14)(I) by § 1004(e)(2) of the 
Health Care and Education Reconciliation Act (HCERA) of 2012 adds an additional five percent income disregard.  
For reference, the federal poverty level (FPL) is a construct that varies by household size: 138% FPL in 2013 is 
$15,856 for a household of one and $32,499 for a household of four.   
2


 567 U.S. __ (2012). 







2 
 


premium assistance tax credit programs to eligible individuals between 100% and 400% FPL.  
In states that do not expand Medicaid, then, otherwise-ineligible persons under 100% FPL will 
not be eligible for a subsidized coverage option under the ACA.  Those between 100% and 
138% FPL would be eligible for the premium assistance tax credits, but they will have to pay a 


monthly premium for coverage through a qualified health plan.
3


 
 
The coverage options are also tied to employer penalties.  Employers will generally not face 


penalties because their employees enroll in Medicaid.
4


  Under the “shared responsibility” 


provisions of the ACA,
5
 though, employers that offer health coverage and have 50 or more full-


time equivalent employees must generally pay up to $3,000 penalties for each employee who 


enrolls in the premium assistance tax credits.
6


  The “shared responsibility” provision also caps 
an employer’s total liability at approximately $2,000 multiplied by the total number of 


employees.
7


   
 
Some Governors have expressed concern about the future costs associated with an expansion 


of Medicaid in their states.
8


  While the ACA ensures that the federal government will pay 100% 
of the costs of the Medicaid expansion through 2016, states the expand Medicaid become 
responsible for some portion of the costs thereafter (rising to 10% of the total costs in and after 


                                                
3


 See FAQ #31 in Centers for Medicare and Medicaid Services, U.S. Department of Health and Human Services, 
“Frequently Asked Questions on Exchanges, Market Reforms and Medicaid” (December 10, 2012), available at 
http://cciio.cms.gov/resources/files/exchanges-faqs-12-10-2012.pdf, accessed on March 1, 2013.   
4


 Under § 4980H(a) of the Internal Revenue Code, employers with 50 or more full-time equivalent employees will be 
liable for employer shared responsibility payments if they do not offer coverage and at least one of their employees is 
eligible for a premium tax credit.  In this sense, employers could face penalties for employees who enroll in Medicaid 
– but the penalty is unrelated to the employee’s enrollment in the Medicaid program and is instead triggered by 
another employee who enrolled in the tax credit program.  Also, see note 14. 
5


 § 4980H(b) of the Internal Revenue Code (IRC) as added by § 1513 of the ACA, as amended.  See Internal 
Revenue Service, “Questions and Answers on Employer Shared Responsibility Provisions Under the Affordable Care 
Act,” December 28, 2012, available at http://www.irs.gov/uac/Newsroom/Questions-and-Answers-on-Employer-
Shared-Responsibility-Provisions-Under-the-Affordable-Care-Act accessed March 1, 2013; Congressional Research 
Service Report R41159, "Summary of Potential Employer Penalties Under PPACA" (June 2, 2010), available at 
http://www.ncsl.org/documents/health/EmployerPenalties.pdf, accessed March 1, 2013. 
6


 Employees eligible for coverage through their employer may still qualify for the premium assistance tax credits if 
their employer plan is “unaffordable” in that it costs more than 9.5% of the employee’s household income, the plan 
does not cover the essential health benefit package as defined by HHS, or the plan does not provide “minimum 
value” (e.g., the plan’s deductible and other cost-sharing are too high).  § 36B(c)(2)(C) of the IRC as added by § 
1501(a) of the ACA, as amended; 77 Fed. Reg. 30377, 30388 (May 23, 2012) (to be codified at 26 CFR § 1-36B-
2(c)(3)); 78 Fed. Reg. 7264, 7265 (Feb. 1, 2012) (to be codified at 26 CFR § 1-36B-2(c)).  See Congressional 
Research Service Report R41137, "Health Insurance Premium Credits in the Patient Protection and Affordable Care 
Act (ACA)" (December 30, 2011), available at http://www.tn.gov/nationalhealthreform/forms/CRS11-12-30.pdf, 
accessed March 1, 2013. 
7


 A helpful flow chart in this regard is available from the Kaiser Family Foundation at http://healthreform.kff.org/the-
basics/employer-penalty-flowchart.aspx.  Note that employers that do not offer coverage are subject to a different set 
of related penalties under § 4980H(a) of the Internal Revenue Code; however, the proportion of employees working 
at such firms is relatively low.  See note 14.  
8


 See, e.g., Letter from Governor Bob McDonnell of Republican Governors Association to President Barak Obama 
(July 10, 2012), available at http://www.rga.org/homepage/rga-letter-on-medicaid-and-exchanges-to-president-
obama/, accessed on March 1, 2013. 



http://www.irs.gov/uac/Newsroom/Questions-and-Answers-on-Employer-Shared-Responsibility-Provisions-Under-the-Affordable-Care-Act

http://www.irs.gov/uac/Newsroom/Questions-and-Answers-on-Employer-Shared-Responsibility-Provisions-Under-the-Affordable-Care-Act

http://www.ncsl.org/documents/health/EmployerPenalties.pdf

http://www.tn.gov/nationalhealthreform/forms/CRS11-12-30.pdf

http://healthreform.kff.org/the-basics/employer-penalty-flowchart.aspx

http://healthreform.kff.org/the-basics/employer-penalty-flowchart.aspx

http://www.rga.org/homepage/rga-letter-on-medicaid-and-exchanges-to-president-obama/

http://www.rga.org/homepage/rga-letter-on-medicaid-and-exchanges-to-president-obama/
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2020).
9


  These costs have generated substantial discussion among state policy-makers as to 


the feasibility of such expansions of the Medicaid program.
10


 
 
Paradoxically, state government efforts to constrain Medicaid costs growth in and after 2017 
may lead to higher net taxes for employers in such jurisdictions beginning in 2014.  If a state 
foregoes the Medicaid expansion, then eligible employees between 100-138% FPL may enroll 
in the premium assistance tax credits.  In such circumstances, their employers will face liabilities 


for the “shared responsibility” tax penalties discussed above.
11


   
 
Methods 
 
We used data from Current Population Survey 2011-12 from the U.S. Census Bureau to 
estimate the number of uninsured adults working full-time under age 65 by state who are 
between 100-150% FPL.  To estimate the number of such individuals who may be eligible to 
enroll in the premium tax credit programs, we assumed that: 
 


 Persons between 100% FPL and 150% FPL are equally distributed (i.e., they are equally 


likely to be at 124% FPL as 139% FPL);
12


  


 


 46% of uninsured individuals who are employed full-time and earn between 100-138% 


FPL work for companies with 50 or more employees;
13


  and 


 


 91% of the firms at which these employees work would offer some form of health 


coverage.
14


 


Results 
 


                                                
9


 § 1905(y) of the Social Security Act (42 U.S.C. 1396d) as added by § 2001(a)(3)(B) of the ACA and amended by § 
1201(1)(B) of the HCERA. 
10


 See, e.g., Bovbjerg, Randall, Barbara A. Ormond, and Vicki Chen, “State Budgets under Federal Health Reform: 
The Extent and Causes of Variations in Estimated Impacts,” Kaiser Family Foundation Issue Brief, February 2011, 
available at http://www.kff.org/healthreform/8149.cfm, accessed March 1, 2013. 
11


 See e.g., Radnofsky, Louise, “In Medicaid, a New Health-Care Fight,” Wall Street Journal, February 11, 2013, p. 
A1; Millman, Jason, “Lack of Medicaid expansion could penalize employers,” Politico, August 29, 2012. 
12


 Using this assumption, the proportion of the population below between 100% FPL and 138% FPL would be 
represented as: # uninsured, full-time employed between 100-150% FPL * (138-100) / (150-100). 
13


 Avalere Health analysis of the Current Population Survey, Annual Social and Economic Supplement, United States 
Census Bureau, 2012.  
14


 Among employees that work at firms with 50+ employees that also have a majority of low-wage workers, 91.4% 
work at firms that offer health coverage.  Agency for Healthcare Research and Quality, Center for Financing, Access 
and Cost Trends. 2011 Medical Expenditure Panel Survey-Insurance Component, Table I.B.2(2011): Percent of 
private-sector employees in establishments that offer health insurance by firm size and selected characteristics: 
United States, 2011available at 
http://meps.ahrq.gov/mepsweb/data_stats/quick_tables_search.jsp?component=2&subcomponent=1&year=2011&ta
bleSeries=1&tableSubSeries=B&searchText=&searchMethod=1 accessed March 6, 2013.   Employers that offer 
health coverage would not be subject to broader penalties under § 4980H(a) of the Internal Revenue Code, but they 
would be subject to penalties for a smaller subset of employees under § 4980H(b).   



http://www.kff.org/healthreform/8149.cfm

http://meps.ahrq.gov/mepsweb/data_stats/quick_tables_search.jsp?component=2&subcomponent=1&year=2011&tableSeries=1&tableSubSeries=B&searchText=&searchMethod=1

http://meps.ahrq.gov/mepsweb/data_stats/quick_tables_search.jsp?component=2&subcomponent=1&year=2011&tableSeries=1&tableSubSeries=B&searchText=&searchMethod=1
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Applying these assumptions to these data, we estimate that approximately 1.01 million full-time 
uninsured employees under age 65 could enroll in the premium assistance tax credits.  If 100% 
of such employees were to enroll and no state were to expand Medicaid, the collective employer 
liability each year for the shared responsibility payments would be between $2.03 and $3.04 
billion dollars. 
 
Clearly, though, some states are expanding Medicaid.  Indeed, the Advisory Board estimates 
that 24 states and the District of Columbia have moved forward with such expansions, and an 
additional four states are leaning towards expanding Medicaid.  In contrast, 14 states are not 
expanding Medicaid, while three states are leaning against and another five states are 


undecided about such expansions.
15


  If the 22 opposed and undecided states were to reject the 
Medicaid expansion and the eligible employees between 100-138% FPL were to enroll in the 
tax credits, then employers in those jurisdictions may incur liabilities for the shared responsibility 
penalties of up to $876 million to $1.31 billion each year.  For reference, we shaded these 
“expansion averse” or undecided jurisdictions in Table 1 below.  Please note, however, that 
some Governors may have indicated a willingness to expand Medicaid but have not yet 
received the required legislative authorization (e.g. Florida). 
 
 
Table 1: Potential Employer Tax Penalties by State   
 


State 
100-138% 


FPL 
Eligible 


for APTCs 
Expansion 


Plans 


Potential Employer  
Shared Responsibility Liabilities 


(Assuming $2,000 to $3,000 per employee) 


US 2,420,017  1,013,019   $ 2,026,038,299  to $ 3,039,057,449  


AL 35,429  14,831  No  29,661,092  to  44,491,638  


AK 5,288  2,214  Leaning against  4,427,181  to  6,640,771  


AZ 54,272  22,718  Yes  45,436,820  to  68,155,230  


AR 30,541  12,784  Yes  25,568,590  to  38,352,885  


CA 350,377  146,668  Yes  293,335,390  to  440,003,085  


CO 32,045  13,414  Yes  26,827,773  to  40,241,659  


CT 10,814  4,527  Yes  9,053,514  to  13,580,271  


DE 3,905  1,635  Yes  3,269,166  to  4,903,748  


DC 1,689  707  Yes  1,413,796  to  2,120,695  


FL 174,075  72,868  Yes  145,735,557  to  218,603,335  


GA 85,619  35,840  No  71,680,495  to  107,520,742  


HI 3,874  1,622  Yes  3,243,078  to  4,864,618  


ID 14,724  6,164  No  12,327,134  to  18,490,701  


IL 84,291  35,284  Yes  70,568,291  to  105,852,437  


IN 43,632  18,265  Undecided  36,529,012  to  54,793,518  


IA 15,241  6,380  No  12,759,799  to  19,139,698  


KS 19,407  8,124  Undecided  16,247,206  to  24,370,808  


KY 38,611  16,163  Leaning toward  32,325,163  to  48,487,744  


LA 61,780  25,861  No  51,722,551  to  77,583,826  


                                                
15


 The Advisory Board Company, “Where each state stands on ACA's Medicaid expansion: A roundup of what each 
state's leadership has said about their Medicaid plans,” available at http://www.advisory.com/Daily-
Briefing/2012/11/09/MedicaidMap#lightbox/1/, accessed March 6, 2013. 



http://www.advisory.com/Daily-Briefing/2012/11/09/MedicaidMap#lightbox/1/

http://www.advisory.com/Daily-Briefing/2012/11/09/MedicaidMap#lightbox/1/
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State 
100-138% 


FPL 
Eligible 


for APTCs 
Expansion 


Plans 


Potential Employer  
Shared Responsibility Liabilities 


(Assuming $2,000 to $3,000 per employee) 


ME 4,170  1,746  No  3,491,224  to  5,236,837  


MD 29,874  12,505  Yes  25,010,580  to  37,515,870  


MA 6,885  2,882  Yes  5,763,988  to  8,645,982  


MI 64,591  27,038  Yes  54,075,485  to  81,113,227  


MN 21,250  8,895  Yes  17,790,165  to  26,685,248  


MS 25,966  10,869  No  21,738,869  to  32,608,304  


MO 39,867  16,688  Yes  33,376,920  to  50,065,380  


MT 11,951  5,003  Yes  10,005,377  to  15,008,066  


NE 11,744  4,916  Leaning against  9,832,311  to  14,748,467  


NV 21,467  8,986  Yes  17,972,139  to  26,958,208  


NH 4,328  1,812  Yes  3,623,569  to  5,435,354  


NJ 53,597  22,436  Yes  44,871,810  to  67,307,715  


NM 16,751  7,012  Yes  14,024,071  to  21,036,107  


NY 110,962  46,449  Leaning toward  92,897,621  to  139,346,431  


NC 78,315  32,783  No  65,565,285  to  98,347,927  


ND 3,400  1,423  Yes  2,846,681  to  4,270,021  


OH 70,441  29,487  Yes  58,973,507  to  88,460,260  


OK 41,909  17,543  No  35,085,947  to  52,628,920  


OR 26,421  11,060  Leaning toward  22,119,360  to  33,179,040  


PA 67,708  28,342  No  56,684,836  to  85,027,254  


RI 4,543  1,901  Yes  3,802,998  to  5,704,497  


SC 36,368  15,223  No  30,446,888  to  45,670,332  


SD 6,469  2,708  No  5,415,947  to  8,123,921  


TN 71,153  29,785  Undecided  59,569,693  to  89,354,540  


TX 356,627  149,284  No  298,568,091  to  447,852,136  


UT 18,527  7,756  Undecided  15,511,039  to  23,266,558  


VT 2,355  986  Yes  1,971,807  to  2,957,710  


VA 49,917  20,895  Leaning toward  41,790,345  to  62,685,517  


WA 50,594  21,179  Yes  42,357,263  to  63,535,895  


WV 14,217  5,951  Undecided  11,902,740  to  17,854,110  


WI 28,752  12,036  No  24,071,442  to  36,107,163  


WY 3,285  1,375  Leaning against  2,749,968  to  4,124,951  


 
 
 
Discussion 


 
Our goal was to estimate the order of magnitude of the potential employer liabilities by state.  
While we acknowledge that data limitations require us to make simplifying analytical 
assumptions that affect the specific point estimates reported above, we believe these results to 
be directionally correct.   
 
We have been relatively conservative in our assumptions, though we understand that policy-
makers may want to refine the estimates with state-specific data that they may have at their 
disposal but which are not freely available to the public.  For precisely this reason, we have 
attempted to be fully transparent about our methods. 
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The actual liabilities that employers incur will depend on the “uptake” or participation rates 
among eligible employees in the new premium assistance tax credit programs offered through 
the new insurance exchanges.  Because we seek to quantify the potential liability, though, we 
do not adjust our estimates for estimates of participation rates (which vary widely among 
experts). 
 
This analysis explicitly excludes employees who are currently insured.  Data from the Current 
Population Survey in 2011-12 suggest that some 2.4 million adults are age 19-64, working full-
time, are between 100-150% FPL, and have employer-sponsored health insurance.  It is unclear 
how many of these individuals may drop coverage and migrate to the exchanges and the 
premium assistance tax credit programs.  If this phenomenon were to become widespread, the 
potential shared responsibility payment liabilities for employers would only increase.   
 
For the reasons discussed above, states that expand Medicaid may effectively lower the 
penalties for employers that do not provide health coverage.  A state’s decision to expand 
Medicaid, though, is unlikely to have a material effect an employer’s incentive to provide 


employee coverage for several reasons.
16


  We acknowledge, though, that Medicaid expansions 
could theoretically alter the employer’s calculus in the provision of health coverage – and policy-
makers should at least be aware of this issue. 
 
Conclusion 
 
These estimates suggest that employer liabilities for the shared responsibility payments may be 
substantial.  Such costs could exceed $1 billion across those states that are now facing the 
decision about whether to expand Medicaid or that have thus far declined to do so.  Any 
projections of the “net” costs of Medicaid expansions should reflect the very real costs of such 
liabilities to employers in any particular state.   
 
 
 


                                                
16


 We believe this to be true for several reasons.  First, employer plans cover a much broader group of employees 
than just those 100-138% FPL.  Second, the employer’s tax benefits for providing compensation in the form of health 
benefits remain intact.  Third, an employer may not be able to accurately forecast the effect of the Medicaid 
expansion on the firm because the employer lacks complete information about each employee’s household size and 
income (and cannot therefore estimate the number of employees who fall between 100% and 138% FPL). 
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UHA supports a measured approach to Medicaid expansion


It is important for the economic vitality and development in Utah for Utah citizens and businesses to have


appropriate access to quality and affordable healthcare insurance and providers. Medicaid expansion can


play an important role in providing health insurance to Utah citizens but expansion must be done in a cost-


effective way that does not unravel the current private health insurance market. 


Utah hospitals will work to support the Governor and the Legislature in finding the additional state funds to


cover the currently Medicaid eligible but unenrolled citizens who will now enroll due to the Affordable Care


Act (ACA). Utah hospitals will have their Medicare reimbursement reduced over $1.5 billion over the next 10


years under the ACA. These cuts were conditional on more individuals becoming insured. Utah hospitals


are concerned that the uninsured rate in Utah is increasing, with the latest Utah Department of Health


estimate at 20%, the highest in Utah in many years. In addition, DSH funding for hospitals is at risk under


the ACA, potentially reducing funding to Utah hospitals by more than $25 million a year. 


Utah hospitals agree that finding a “Utah Solution” that works in our state focusing on a free market


approach is important and can be accomplished. For example, in making use of the federal tax credits for


health insurance, the state can expand the Utah Health Exchange without additional cost to the state. Utah


hospitals believe that it is important to take a reasonable measured approach to any additional expansion


of Medicaid. To that end, we encourage the Governor to form a Medicaid Advisory Group to include


hospital representatives as well as other appropriate healthcare, business and citizen representatives. This


advisory group would be tasked to come up with free market solutions that can help expand insurance


coverage, use the federal tax credits appropriately and improve the state health exchange without


diminishing the role of private commercial insurance. 
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Governor’s Medicaid expansion plan affirms
the will of voters
By Guest Opinion
Published: April 5, 2013 at 12:21 am


Arizonans are watching as the
misinformed rhetoric and vitriol
obfuscate an issue that close to a
million voters made perfectly clear
they support. . .twice.


Arizonans voted overwhelmingly,
under two Republican governors, to
extend Medicaid coverage to
childless adults up to 100 percent of
the poverty level. These are people
with cancer, trauma injuries, heart


attacks and strokes, serious mental illness, and the routine but important health
care needs for which we lucky ones just make an appointment with our doctor.


To balance the budget, enrollment in that program was frozen in 2011 under an
agreement with the U.S. Centers for Medicare and Medicaid Services (CMS). The
doors to care closed for 150,000 of our fellow citizens in need.


Now we’re faced with the prospect of nearly 60,000 Arizonans being booted from
that program at the end of the year when the state’s agreement with CMS
expires—even patients undergoing chemotherapy and other life-saving
procedures. One patient, a young woman with an autoimmune disorder, told a
recent House hearing that she would go blind without her treatments.


Sitting back and doing nothing really isn’t a feasible option and, without federal
assistance, preserving their coverage would drain the general fund of about $1.4
billion in 2015.


Instead, Governor Brewer has introduced a bill that would honor the will of
voters and not only restore Medicaid coverage for those at or below 100 percent
of the poverty level but increase it to 133 percent, covering 57,000 more people.
Because CMS will pick up 90 percent of the costs instead of the traditional two-
to-one match, Arizona would receive $8 billion through 2018. The state’s share
would be covered by an assessment on hospitals, drawing still more federal
money. If this plan is rejected, it would actually cost Arizona more to cover fewer
people. Thumbing our nose at federal money that our neighbor states are more
than willing to accept rather than bleed their general funds would be fiscal
malpractice.


Those billions pouring into our economy— Arizona taxpayer dollars, may I
remind you—would relieve the strain on our health care providers and our
crowded emergency rooms, where all of us share shrinking resources with the
uninsured. Hospitals have seen the costs of uncompensated care nearly double
since 2011, resulting in layoffs and hiring freezes. Economists estimate that the
expansion would create tens of thousands of new jobs.


For these sound financial reasons, business leaders in every sector of the state’s
economy support the governor’s plan. It is not an endorsement of Obamacare, as
the rhetoric claims, but a modest expansion of the Medicaid program—which,
incidentally, was created in 1965 when the president was age 4. A vigorous critic
of the health law who sought its repeal, Gov. Brewer is at the forefront of GOP
governors who, with that fight over, now see a realistic, practical outcome for
their states in expanding Medicaid. In addition to the respect for human life that
the governor shares with millions of Arizonans, she says, “At its core, this issue is
truly a matter of dollars and cents.”
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< Mayo Clinic backs Brewer; Scottsdale Healthcare on the fence 
Standing on principle can be costly >


Those who oppose the governor’s plan must ask: What would voters make of a
decision to spurn federal money and pay for Medicaid out of the general fund,
draining resources for education, infrastructure and other pressing needs? Or
worse, a decision to abandon the program and deny coverage to hundreds of
thousands of Arizonans?


A decision to support a nationally respected governor, who has never lost an
election and has led her party to statewide victory even after proposing a sales
tax increase, is not only good for Arizona but clearly makes political sense.


Opponents of the governor’s plan claim the government might one day withdraw
its matching funds and stick Arizona with the entire cost of caring for additional
thousands of Medicaid recipients. But while federal matching rates rose
temporarily during the last recession, they have never been reduced in
Medicaid’s 57-year history. The governor’s bill even includes a “circuit breaker.”
Arizona would roll back its expansion if federal support falls through. As in the
past, when the state faced difficult times, the governor and Legislature have not
been afraid to scale back programs.


Critics say the governor’s plan will contribute to the federal deficit. But the
federal debt and Medicaid coverage for Arizonans are two different issues. There
needs to be a comprehensive, national solution to the country’s debt problem.
Depriving Arizonans of Medicaid coverage would not help with the federal debt
and would only hurt Arizonans—while other states gladly take the money we
forfeit. However, providing health care for hundreds of thousands of Arizonans
when they need it, so they don’t wait until they’re really sick and flood the ERs, or
develop serious conditions, will result in huge savings.


And those who say the governor’s plan amounts to “a government takeover of
Arizona’s health care system” ignore the state’s proud history in implementing
the very opposite. As the coalition backing the governor’s plan reminds us, our
state’s Medicaid program, the Arizona Health Care Cost Containment System
(AHCCCS), is a nationally recognized example of “limited government, where care
is managed by private health plans and provided by private physicians and
hospitals,” the same providers many of us turn to for our care. AHCCCS has
drawn praise for its efficient, cost-effective management of health care services
through private sector partnerships and limited government interference.


Bottom line: There is no Plan B. Critics of the governor’s plan have offered no
alternative—let alone a vision—for providing care for hundreds of thousands of
our citizens in need. An uninformed, out-of-touch minority must not be allowed to
dismantle the great model that compassionate Arizonans have time and again
called on us to preserve.


— Reginald Ballantyne is senior corporate officer, Vanguard Health Systems
and a past chairman of the American Hospital Association.


3 Responses to “Governor’s Medicaid expansion plan affirms the will of voters”


1. 


Vince Leach Says: 
April 5th, 2013 at 4:46 am


The foundation of Mr. Ballantyne is very weak if nonexistent. The Federal government simply does not have the money.
Being $17 trillion in debt and borrowing ~ $.42/per $1.00 is not the pathway to success. Where will the government
officials be when the money runs out (both at the state and Fed level) and someone has tell those folks who were just
promised health care when the money runs out? “Sorry, we miscalculated. Now you don’t have health care.” We all
know that most of them will be out of office and the newly electeds will have to come in and perform a very arduous
task of potentially taking Medicaid away. There are many alternatives available-just look to the states that already have
said “no” for a plethora of ideas and solutions.


2. 


Joanne Daley Says: 
April 5th, 2013 at 11:39 am


This article only presents half of the truth. Prop 204 in 2000 specifically stated that the FUNDS to cover the increase in
enrollees to AHCCCS was to come from the Tobacco Funds as part of a national settlement when the Fed’l
government sued the Tobacco Companies. At the time those in favors thought the funds would never end–those
opposed asked “what happens when the funds run out?? The state will be obligate to take on the “extra” obligations.”
The FUNDS ran out. The State couldn’t afford to keep the people on because our previous Gov ran up billions in
obligations that the State could not absorb……much the same as what this Gov wants to do on her way out the door.


According to the publicity pamphlet the JBLC’s statement “By 2025 the State is expected to have received $3.2
BILLION in total tobacco settlement revenues” Does this not sound like the Gov’s statement of AZ receiving back from
the Fed’s $1.8 BILLION.
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The Funds stopped because the Fed’l government decided the money needed to go somewhere else. Yesterday, the
HHS Secy Sebelius stated the whole program would NOT be implemented until 2015!!!


Does anyone REALLY believe that AZ will NOT be left holding the bag in a few years when the Fed’s are $20
TRILLION in debt and can’t send money to the STATES any longer???? If so, I have ocean front property near Yuma I
can sell you.


3. 


Christine Bauserman Says: 
April 5th, 2013 at 10:18 pm


Wow. You would think a senior corporate officer would get his facts straight. Mr. Ballantyne, if your analysis, which
intentionally leaves out reality, is an indication of how OBrewercare will be run we are in serious trouble.


Here are the facts you ignore:


http://www.tucsonnewsnow.com/story/21885748/guest-rebuttal-urge-lawmakers-to-heed-voters-wishes


“A guest editorial on this station claimed that implementing the Medicaid Expansion of Obamacare would not cost
Arizona taxpayers, implying the $1.6 Billion in Federal dollars for this huge entitlement expansion was “free money.”
We all know there’s no such thing.


In 2000, voters approved Prop 204 to expand Medicaid. At the time they were told that the program would be funded
with dollars from the tobacco lawsuit settlement, and it wouldn’t cost taxpayers a dime.


As it turns out, the Medicaid population tripled to 1.2 million people, far in excess of what was predicted. Costs
exploded, quickly eclipsing revenue from the tobacco settlement. Where did the money come from to make up the
shortfall? You guessed it… the Arizona Taxpayer.


Hundreds of millions of your taxes were diverted from the general fund each year to pay for the program. Money meant
for roads, schools, and public safety. Once again we’re expected to believe that expanding the program by almost
50% won’t cost us anything?


The Federal government has just proposed a trillion-dollar income tax increase, and is diverting money from your
Medicare. Medical costs continue to rise and insurance premiums have skyrocketed. It’s already costing us and this
is only the beginning.


Arizona voters soundly rejected Obamacare by approving Prop 106. Urge your legislators to heed the voters’ wishes
and say no to Obamacare. We can’t afford it.


Frank Antenori is a former Arizona State Senator, retired US Army Special Forces member and a nationally registered
paramedic.”
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Utah doctors give qualified nod to Medicaid expansion


Health • But Utah Medical Association delegates' support comes with a few caveats.


BY KIRSTEN STEWART THE SALT LAKE TRIBUNE


PUBLISHED SEPTEMBER 18, 2012 7:57 AM


This is an archived article that was published on sltrib.com in 2012, and information in the article may be outdated. It is provided only for
personal research purposes and may not be reprinted.


Utah doctors support expanding Medicaid but with a few caveats.


After hours of contentious debate Saturday over a provision in federal health reform that would expand the health safety net to cover
more of the nation's poor, the Utah Medical Association's (UMA) House of Delegates approved this carefully parsed statement:


"When health care reform measures are under consideration by the governor and Legislature, the UMA will support such measures as
will improve our patients' access to care, including the expansion of Medicaid coverage if that is the best way to provide coverage to all
Utahns."


It seems a tepid endorsement for a policy that would insure a third of the state's uninsured, about 105,000 people.


But advocates for the expansion, such as Ray Ward, a family physician in Bountiful, say it's the best they could hope for given the
circumstances.


"Some were against making any statement at all," said Ward. "The group said increased coverage is important and they said the Medicaid
expansion is a valid way of doing it. I'm happy they at least said that."


To expand Medicaid or not is one of the most politically fraught decisions facing states in the wake of the U.S. Supreme Court's ruling on
the Affordable Care Act. The high court upheld the law, but said the U.S. government can't withhold existing Medicaid funding from states
that decline to broaden their rules for who is eligible.


Utah Gov. Gary Herbert and Republican legislative leaders have said they are waiting until after the November election to act, and
physicians were loathe to tie policymakers' hands, said Brian Hales, an anesthesiologist at Davis Hospital & Medical Center in Layton and
president-elect of UMA's Board of Trustees.


This year's convention was one of the biggest, with Medicaid topping the agenda. "It was a big deal. There was a lot of testimony on both
sides of the issue," Hales said.


Doctors heard from uninsured patients, state health officials and legislators on Friday and were about evenly split, he said. "Sen. Allen
Christensen [R-North Ogden] was there and indicated that [the chance of] passage of the expansion at the Legislature was nil. We took
that to heart.


"So on Saturday when we were wordsmithing the language, I made an appeal for more flexibility," Hales said.


Other than the American Academy of Pediatrics, which supports expanding Medicaid, few doctor groups have voiced an opinion. UMA's
support is critical for its size — 3,500 doctors strong — and influence, said Judi Hilman, executive director of the Utah Health Policy
Project.


Utah currently has one of the leanest Medicaid programs in the country. It's hard to qualify unless you're disabled, pregnant, a child or an
extremely impoverished parent. Adults without kids, no matter how poor, do not qualify.


The federal health law aims to change that by expanding Medicaid to cover everyone who earns up to 138 percent of poverty-level
income, such as a single adult earning less than $15,415 a year.


Ward said resistance by some doctors to the expansion stems from fear of government meddling. "They're so angry at the government
and anything that expands it, they're against," he said.


But he isn't convinced there's a workable alternative.


One option being floated is to give working poor adults tax credits to purchase their own health plan. Whether the feds will give states
that freedom isn't clear.


"I'm not sure it would work," said Ward. "Many of the low-end health plans have deductibles as high as $7,000, which is useless to
someone earning less than $20,000."


Medicaid pays doctors less than Medicare and private insurance.


"No doctor right now could earn a living just seeing Medicaid patients," admits Ward. But he argues, "Getting paid crappy is better than
getting paid nothing."


Also, if Utah says no to the expansion, it means turning away billions of dollars, since the federal government picks up most of the tab.
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"We're paying those taxes anyway," said Ward. "If we don't accept the Medicaid expansion here, our money will go to pay for it in
California and New York."


kstewart@sltrib.comTwitter: @kirstendstewart
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By Alan Weil March 11, 2013


Much Ado About Arkansas: Medicaid in the Insurance Exchange


 


Recent news reports out of Arkansas, picked up by bloggers Sarah Kliff, Avik Roy, and Project
Millennial, and analyzed by Health Reform GPS, describe HHS approving the concept of Arkansas
carrying out the Medicaid expansion by putting its new enrollees into the state’s health insurance
exchange.  With headlines such as “legally dubious,” their general reaction is skepticism, at best.  I
guess I didn’t get the memo, but I’m having trouble understanding the mostly negative response.


 


Can a state elect an Essential Health Benefits-based plan for its new Medicaid enrollees?  Can the
state contract with private plans to deliver services to its new Medicaid enrollees?  Can the state
offer those new Medicaid enrollees a choice of plans, providing enrollees with assistance in
selecting the appropriate plan?  Yes, yes, and yes.


 


If so, why can’t a state choose to contract those functions out to the state’s new insurance
exchange? Sure, there are some operational issues to be worked out – defining the benefit
packages, assuring appropriate premiums and cost sharing, sorting out coverage for families
spread across programs.  And there is no doubt that the legal basis for coverage for Medicaid
enrollees is the Medicaid statute, creating rights that other exchange enrollees don’t have.  But it
seems to me all of these issues can be resolved.


 


Most of the objection seems to surround the assumption that no state could ever meet the cost-
effectiveness test in statute that requires Medicaid-purchased private coverage be no more
expensive than it would have been if Medicaid had provided the coverage directly. 


 


Concerned voices cite the Congressional Budget Office report showing a fifty percent higher
premium for exchange-based coverage than for Medicaid.  But the round figures ($9000 v. $6000)
should tip us off that these are very rough estimates.  They may be useful from a broad-based
budgeting perspective, but they tell us little about how any particular state’s program would work.


 


As they should be, CBO’s estimates are based upon historical realities.  But aren’t we unleashing a
whole host of changes that will make these numbers converge?  Don’t we expect premiums in the
exchange to fall as competition takes hold, new, more efficient delivery models emerge, and as
carriers are able to negotiate better prices from hospitals and doctors on behalf of this large, new,
price-sensitive population?  Won’t Medicaid rates have to rise in the face of millions of new
enrollees if states are to meet the federal requirement of Section 1902(a)(30)(A) that they have
sufficient providers to make care available on par with the general population?


 


At the end of the day, we are talking about the same people with the same benefit package, so why
would we expect the cost of meeting their needs to differ by 50% depending upon which program
we put them in?  We may start with a gap, but it seems destined to close over time.  And once it
does, the cost-effectiveness test is met.


 


Few commentators are noting the myriad benefits to enrollees if we take this step.  How better to
assure continuous coverage and continuous access to the same carriers and providers as people
move between Medicaid and the insurance exchange than to have no boundaries between these
programs?  How better to align quality metrics and purchasing strategies and harness the
efficiencies of group purchasing than to bring the programs together?  States already have authority
to define the delivery system for Medicaid enrollees.  So long as we don’t diminish their legal
protections, it is certainly possible that this is the delivery system that will best meet new Medicaid
enrollees’ needs.


 


If our goal is operational efficiency, continuity for enrollees, and smarter purchasing, shouldn’t we
start the discussion about Arkansas by asking how to make it work rather than treating it as some
sort of scam against the federal government?
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2012 Medicaid Eligibility


Expansion


UTAH SHOULD EXPAND MEDICAID ELIGIBILITY


UNDER THE PATIENT PROTECTION AND ACCESSIBLE CARE ACT


Big benefits with limited state costs


The Utah Citizens’ Counsel, after careful consideration, is persuaded that


Utah should expand Medicaid eligibility to families and individuals,


seizing an extraordinary opportunity found in the recently enacted U.S.


Affordable Care Act (ACA). Over 50,000 hard-working, low income Utah


residents who lack adequate health insurance are currently ineligible for


Medicaid coverage. This regrettable reflection on the state’s public health


obligations can be remedied by taking advantage of emergent federal


government assistance, principally by increasing the income eligibility up


to an annual income of 138 percent ($31,800 for a family of four) of the


official poverty level.


LIFE, LIBERTY, and the PURSUIT OF HAPPINESS: Hollow expressions


without health insurance


Suppose you’re Ellen, a 33-year-old woman with malignant breast


cancer. You hoped you had been cured by removal of your breast two


years ago. Your cancer doctor had recommended follow-up


chemotherapy to help insure that, but your COBRA coverage had ended.


The money for new insurance was needed to care for your mother. So, no


chemo. But your cancer came back. Now you are likely to die early from


the cancer that might have been avoided if you had been eligible for


coverage under Medicaid.


Or you’re Jack, completing your college degree after military service. You


and your wife, also in college, have part-time jobs without health


insurance. A year ago you had an auto accident. No medical bills were


covered. Three months later, as a result of the accident, you developed


cellulitis—a severe infection of tissues. You tried to manage the infection


without medical care and now have skin ulcers. For these you’ve had


repeated visits to the ER. You need a primary care physician to prevent
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the crises and avoid the costly ER. You could be have this better care


under Medicaid expansion.


Or you’re Mary. With your husband, John, you have three young children


and an income barely above the poverty level. John works on a yard-work


crew. He lost his job as a mechanic two years ago. You have diabetes


with its increasing complications. Because neither of you can afford


health insurance, you avoid treatments that might improve your health


and ability to care for your children. Even though your children are covered


by CHIP, your whole family is at risk of financial disaster if either you or


John should suffer other illness or accident. The expansion of Medicaid


could well prevent such a disaster.


MEDICAID EXPANSION WILL:


1. Benefit Utah by improving the likelihood that more residents (whose


current options are to go without or go to an Emergency Room) will seek


health care sooner, resulting in earlier diagnosis and treatment, better


health care results, and lower health care costs.


2. Fill one of Utah’s most serious health protection gaps. While children


in families with incomes below 138 percent of the poverty level are Utah


Medicaid and CHIP eligible, parents and childless adults are not.


Enacting the ACA provisions statewide would make 42,500 more parents


and 10,400 more childless adults Medicaid eligible. These folks are


among the most financially stressed and most medically needy of the


377,700 Utahns (2011 figures) lacking health insurance coverage.


3. Share costs reasonably. The federal government would reimburse


additional state costs 100 percent from 2014-2016, 95 percent in 2017,


94 percent in 2018, 93 percent in 2019, and 90 percent in 2020 and


thereafter. Beginning in 2014, the expansion of Medicaid eligibility would


add an estimated $152 million in federal health care expenditures in


Utah, rising to $463 million in 2023. The estimated 10-year federal


contribution to Utah would be $3.6 billion while the estimated cost to the


state over the same 10-year period would be $239 million.


4. Stabilize and more fully reimburse health care provider participation.


The increased federal contributions will make payments to providers


more timely and more reliable.


5. Reduce higher costs to Utahns that result from uninsured patients’


receiving emergency treatment and hospitalization. When a patient is


unable to pay the charges for emergency care, the costs are added to the


hospital bills of paying patients. Those charges are then paid either by


these patients themselves or by their private or insurance. The insurance
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costs are then covered by our insurance premiums or, if public


insurance, by our taxes. In other words, the larger public pays these


costs, and in inefficient, untimely ways that lead to poorer health care


quality at increased cost.


6. Accommodate the federal presumption that all persons with income


below 100% of poverty level will become eligible for Medicaid. Therefore,


they will not qualify for federal subsidies to purchase insurance through


health insurance exchanges. The extension of eligibility thus avoids


leaving a significant number of low-income Utahns without either federal


financial assistance or Medicaid insurance.


7. Support the state economy and create the likelihood of a multiplier


economic effect.


The costs of Medicaid expansion are not nearly as scary for Utah as


some people assume, and many benefits will offset the increased costs.


Increased Utah and federal financial attention to early and more


beneficial medical care fosters a healthier population and workforce,


controlling health costs before they become unavoidable and


burdensome, reducing surcharges on other people’s insurance


premiums, and providing more efficient, effective health care to a portion


of Utah’s citizens who are currently uninsured. Utah and the federal


government should work together to assure health care solvency and


effectiveness.


FUNDING THE EXPANSION OF MEDICAID ELIGIBILITY


The Legislature insisted that those advocating the expansion of Medicaid


eligibility indicate how the state would pay for the expansion. Ultimately,


both the opportunity and obligation to extend Medicaid eligibility reside


with legislators as they enact state budgets reflecting essential public


commitments. Nonetheless, we offer the following funding options for


consideration, noting that the question really is how else will Utah finance


insurance coverage for our low income families and fellow citizens


without even higher state expenditures? Attempts to set up a state


program alone are not likely to solve the health care crisis and will cost


the state more than the matching federal-state program.


1. Extend the state’s effort to improve lifestyles, disease prevention, and


health promotion for all Utahns through increased public health


programs because this broader effort can reduce health care costs to


offset Medicaid expansion costs.


2. Introduce a staged reduction in the diversion of general fund revenues


to highways by increasing the gas tax and other highway user revenues,
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which were always intended to pay all highway costs. Schedule this


reduction to match the staged increase in the state’s general fund costs


of Medicaid expansion. (Low-income individuals who would be paying an


increased gas tax could be “held harmless” by a new, state-earned


income tax credit.)


3. Remove tax preferences (tax expenditures, loopholes, exceptions,


exemptions) in the state’s revenues. Among many choices, here are two


examples: 1) Remove the preference for oil stripper wells, which was


provided to encourage production during tough times in oil producing


regions when oil prices were low. Now that oil prices are at record highs,


the preference no longer makes economic sense but primarily enriches


out-of-state oil producers. 2) Limit the number of income tax exemptions


for dependent children of taxpayers with high incomes, making payments


for public services, such as education, that are enjoyed by such families


more equitable with payments by low income families.


4. Create an independent, nonpartisan commission to review all tax


preferences in Utah law and to recommend reductions or removal of


unwarranted preferences.


With diligent effort, the Legislature can fund the expansion of Medicaid


eligibility. With understanding that improved health care for all Utahns, in


particular those unfairly and needlessly denied such aid, is economically


and morally justified, the effort is amply defensible. Building on already


noteworthy state health care efforts, the Legislature can create an edifice


genuinely enviable for its efficiency and effectiveness, conveying net Utah


savings and fewer burdensome tax subsidies and insurance premiums.


Simultaneously, prospects for improved health care and the economic


promise which that implies are significantly enhanced statewide. The


moment for achieving these substantive gains is now, the time for


benefitting could be infinite. The obligation should be embraced so the


opportunity is not lost.


Pow ered by WordPressPow ered by WordPress  &  & simpleXsimpleX..


0



http://wordpress.org/

http://wpshoppe.com/






4/16/13 www.nashp.org/onceinaweil/where-does-arkansas-bandwagon-lead


www.nashp.org/onceinaweil/where-does-arkansas-bandwagon-lead 1/2


By Alan Weil April 1, 2013


Where Does the Arkansas Bandwagon Lead?


 


As additional states consider adopting Arkansas’ proposed approach of placing its Medicaid
expansion enrollees into the state’s health insurance exchange, I started wondering where this all
leads.  HHS has released new FAQs related to this approach, and the folks at Manatt Health
Solutions have provided a helpful guide to the topic.  My questions look a little farther into the future.


Can we blend two very different types of market forces?


The premise (and promise) of the health insurance exchange is that it creates a marketplace where
people can compare plans and select the one that best meets their needs.  Operating on “managed
competition” principles, the exchange creates competition as plans seek to present the lowest
possible price to millions of moderate income individuals and families who will be very sensitive to
the plan’s price as they make their purchasing decision.


 


Many of the states looking to emulate Arkansas already contract with managed care plans to deliver
services to Medicaid enrollees.  These programs employ a variety of mechanisms to garner the
lowest possible price.  Some use competitive bidding, others reward low bids with extra enrollment,
and others set prices and permit all willing plans to participate.  Because Medicaid enrollees do not
share in the cost of their premiums, the “market” is at the program level, not the individual level.


 


How will competition work in states that combine two markets operating under fundamentally
different rules?  What happens to prices when a large number of people are added to the exchange
who will almost certainly enroll in the lowest price plan because they can’t afford anything else?
How effective will market forces in the exchange be in holding down prices compared to states
holding down prices using their purchasing power? Will Medicaid supplemental payments or the
uncompensated care burden associated with those who remain uninsured distort a market in which
Medicaid and commercial plans are expected to compete head-to-head?  Will exchanges migrate
toward active purchasing to emulate the role states have played in Medicaid purchasing?


 


Which providers will participate in an exchange that also includes Medicaid enrollees?


 


When I talk to safety net providers and health plans that focus on Medicaid enrollees, they tell me
how much they have invested in understanding and meeting the unique needs of the populations
they serve.  Medicaid enrollees are more likely than the population as a whole to have social needs
that affect their health, face language barriers to accessing medical care, be geographically isolated
from health care providers, and face other challenges disproportionately prevalent among those
with very low incomes.


 


With tax credits available to families with incomes that exceed the national median, exchange
enrollees will cover a large swath of the population.  Exchange administrators are particularly
focused on enrolling those with below-average health care needs so they can keep their premiums
competitive.  (Those with above-average needs are expected to be the first in line to purchase
coverage.)


 


Will traditional Medicaid plans and providers—many of which have a mission of serving everyone
regardless of ability to pay—be prepared to compete for the business of and serve the broader
exchange population?  Will commercial plans and “mainstream” providers be as interested in the
exchange market if it includes a large number of new Medicaid enrollees?  If Medicaid plans
participate and they price their products based on historically low provider payment rates, will they
bring down the value of the tax credits in a way that impedes access to care for the broader
exchange population?  Will Medicaid plans price their exchange products closer to commercial
rates, giving them access to resources that will enable them to expand capacity?


 


Who needs the states anyway?
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Arkansas proposes placing its Medicaid expansion population into a partnership exchange in which
the state retains the roles of plan management and consumer assistance.  But what about states
relying upon the federal government to run their exchanges?  In those states, the Medicaid
coverage will be defined, administered, and paid for by the federal government.


 


Congress did not anticipate that the Medicaid expansion would be voluntary; that happened
because of the Supreme Court’s ruling.  The obvious path to achieve Congress’s original intent is
for the federal government to make tax credits available in the federally facilitated exchange to
everyone not eligible for Medicaid in that state.  That doesn’t involve any state compulsion—indeed
there is no state role at all.


 


Could the idea of placing the Medicaid expansion population into the insurance exchange, coupled
with the large number of states deferring to the federal government to run the exchange, lead to de
facto federal administration of a significant portion of the Medicaid program?
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Florida’s Medicaid Reform Shows the Way 
to Improve Health, Increase Satisfaction, 


and Control Costs
Tarren Bragdon


•	 Florida’s Medicaid Reform Pilot shows how 
a truly patient-centered Medicaid program 
can offer a meaningful choice of plans, tai-
lored benefits, extra services not traditionally 
offered, a real focus on health and patient 
satisfaction, and monetary rewards for 
healthy choices and improved health.


•	 The Reform Pilot has achieved higher levels of 
patient satisfaction and above-average health 
outcomes compared to traditional Medicaid 
managed care or commercial HMOs.


•	 Per-person costs under the Reform Pilot 
have been flat for five years, saving Florida’s 
Medicaid program up to $118 million annu-
ally. Savings could reach up to $901 million 
annually when expanded across Florida.


•	 As the CMS reviews waiver applications, it 
should note the huge success of Florida’s 
Reform Pilot and the key lessons learned 
that have been built into the proposed State-
wide Expansion.


•	 If replicated nationwide, the Reform Pilot 
model could save Medicaid programs up to 
$28.6 billion annually.


Talking Points


This paper, in its entirety, can be found at:  
http://report.heritage.org/bg2620


Produced by the Center for Health Policy Studies


Published by The Heritage Foundation 
214 Massachusetts Avenue, NE 
Washington, DC  20002–4999 
(202)	546-4400		•		heritage.org


Nothing written here is to be construed as necessarily reflecting  
the views of The Heritage Foundation or as an attempt to  


aid or hinder the passage of any bill before Congress.


Abstract: During its five years of operations, Florida’s 
Medicaid Reform Pilot has been a decided success. It has 
improved the health of enrolled patients, achieved high 
patient satisfaction, and kept cost increases below average, 
saving Florida up to $118 million annually. Since then, 
Florida has passed its Statewide Reform, which promises 
to extend these benefits throughout the state, build on the 
lessons learned from the pilot program, and save up to 
$901 million annually. If Florida’s Medicaid Reform Pilot 
experience were replicated nationwide, Medicaid patient 
satisfaction would soar, health outcomes would improve, 
and Medicaid programs could save up to $28.6 billion 
annually.


Numerous studies have shown that the best cov-
erage for improving patient health is private insur-
ance. However, in today’s health care marketplace, 
not everyone has access to private coverage, and the 
social safety net of Medicaid is provided to the truly 
needy and those with disabilities.


There are two models of health care reform that 
have fundamentally different approaches. One model 
empowers consumers to choose from among com-
petitive, organized health plans based on measurable 
results important to the consumer. The second denies 
such freedom of choice to the consumer and instead 
relies on a centralized planning model in which gov-
ernment determines the type and scope of available 
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health services and how service providers are com-
pensated. Whichever model is chosen, the basic 
metrics for success are the same:


1. Patient health is improved and continually 
improving,


2. Patient satisfaction is high, and


3. Cost increases are below average.


The goals of Florida’s Medicaid Reform Pilot, 
proposed in 2005 under then-Governor Jeb Bush, 
were the same: Improve key indicators known to 
coincide with good health, ensure that consumers 
are provided choices, achieve high consumer satis-
faction, and keep cost increases below average. This 
paper examines how the Reform Pilot, now operat-
ing in five counties, has fared against these universal 
measures.


After five years, the evidence shows that Florida’s 
Medicaid Reform Pilot has:


•	 Maintained health outcomes at or above the 
national average for the majority of indicators 
and improved outcomes for recipients through 
financial incentives;


•	 Achieved patient satisfaction levels above the 
national averages of other state Medicaid pro-
grams and even commercial health maintenance 
organizations (HMOs); and


•	 Restrained costs, flattening the cost curve for per-
person spending over the past five years.


The Reform Pilot’s fiscal impact has been signifi-
cant, saving Florida Medicaid up to $118 million 
annually. If implemented statewide, it could reduce 
Medicaid spending by up to $901 million annually. 
If Florida’s Reform Pilot experience were replicated 
nationwide, Medicaid patient satisfaction would 
soar, health outcomes would improve, and state 
Medicaid programs could save up to $28.6 billion 
annually.


The Florida Legislature has since passed the 
Statewide Reform, which would extend these 
Reform Pilot benefits to nearly all Florida Medicaid 
recipients. Implementation of the Statewide Reform 
is pending approval of several waivers by the federal 
Centers for Medicare and Medicaid Services (CMS).


A Tectonic Shift in Medicaid
Florida’s Medicaid Reform Pilot represents a 


fundamental shift in the state approach to Medic-
aid. For four decades, nearly every state has largely 
managed Medicaid through central planning, with 
states and the federal government directing which 
services would be provided, how those services 
would be delivered, and how costs would be paid. 
With the state at the center of the program, provider 
rates were dictated without regard to market condi-
tions. This led to physician and provider shortages 
in specialties and failed to hold provider networks 
accountable for patient care. Scope of services and 
duration of benefits were based not on the patient’s 
needs, but in many cases on random budget deci-
sions. The patient was nothing more than a passive 
participant. The cost of this runaway system was 
borne exclusively by the state and federal taxpayers.


Under Governor Bush, Florida advanced a new 
approach that prioritized the patient. From the out-
set, the Medicaid Reform Pilot was designed to be 
patient-centered. Patients would have a meaning-
ful choice of multiple private plans, which offered 
varying sets of benefits and various provider net-
works. An innovative monetary rewards system 
would encourage and incentivize patients toward 
healthy, responsible behavior in managing and 
improving their own health. This was a tectonic 
shift away from central state management of indi-
viduals toward individuals managing their own care.


In addition, the Reform Pilot shifts risk. Taxpay-
ers would no longer bear the financial risk of fraud 
and abuse or overutilization driven by unscrupu-
lous providers. In the old system, the state simply 
paid claims, leaving taxpayers to pay hundreds 
of millions of dollars per year in fraud and abuse. 
Under the Bush plan, the private marketplace 
would absorb this risk as the state shifted to paying 
premiums rather than using the open-checkbook 
model of the fee-for-service system.


The premise was relatively simple. If the plans 
provided care management, limited provider net-
work options to providers with the appropriate 
skills and reputations, and ensured that patients 
with chronic conditions received the tools to pre-
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vent the need for acute interventions, they would 
succeed financially. In terms of accountability, if 
plans provided unsatisfactory access to providers or 
in any other way did not meet the test for success, 
the consumer could switch plans, and the market 
would punish the plan.


In the Reform Pilot model, the state’s role would 
shift from being an active participant in the market 
to focusing more on ensuring that the market was 
working, regulating the plans, and measuring the 
outcomes of the system.


Under traditional Medicaid, patients have one 
alternative to becoming uninsured: Medicaid. 
Under the Medicaid Reform Pilot, the patient has 
the freedom and power to choose among many 
meaningful options. The patient, not politicians or 
bureaucrats, controls the money and chooses which 
plan, based on his or her needs and desires, receives 
the taxpayer dollars.


Florida’s Medicaid Reform Pilot tests four 
straightforward strategies to realize this patient-
centered program for the low-income, disabled, and 
elderly populations:


•	 Give enrollees meaningful choices of customized 
managed care plans that can add benefits, mod-
ify certain optional services, vary copays (within 
federal limits) to promote consumer engagement 
in their care, limit or expand provider networks, 
customize drug formularies, and reward certain 
behaviors that lead to better health outcomes;


•	 Aggressively monitor patient health outcomes 
and satisfaction;


•	 Adjust managed care capitated rates through a 
risk-adjustment process based on health status 
to encourage appropriate care management; and


•	 Reward individuals with financial incentives to 
encourage responsible, healthy behavior.


The idea was that by implementing these four 
strategies, Florida’s Medicaid program would real-


ize universal success in improved health outcomes 
and patient satisfaction for Medicaid enrollees and 
limit increases in Medicaid spending per enrollee 
for state taxpayers.


The idea sparked controversy because some 
opposed such extensive involvement by private 
managed care companies. Philosophically, these 
opponents prefer a one-size-fits-all government-run 
system even if it must work with private providers. 
Opponents did not believe that private managed 
care companies should be allowed to add or limit 
benefits, expand provider networks, revise drug 
formularies, or incentivize certain behavior. They 
thought this would be a back door to limiting ser-
vices as a direct result of capping per-person pay-
ments to managed care plans.


In addition, many of these opponents draw 
political power from their ability to influence state 
Medicaid contracting and benefits. To surrender 
that authority to patients would be to cede their 
own political power.


Florida’s Medicaid Reform Pilot
The original legislation for the Reform Pilot 


passed with large bipartisan majorities of 39 to 1 
in the Florida Senate and 88 to 24 in the Florida 
House.1 The five-county pilot program covered the 
urban counties of Broward and Duval beginning in 
2006 and rural counties of Baker, Clay, and Nassau, 
which surrounds Duval county, beginning in 2007. 
Participation was mandatory for low-income fami-
lies and children and for those eligible for Medicaid 
who were receiving Supplemental Security Income 
(the elderly and those with disabilities). Enrollment 
was voluntary for other populations.


A Comprehensive, Diverse Pilot. These five 
counties have a diverse population of 2.93 million 
Floridians, a population greater than the population 
of 21 other states. Broward County, which includes 
Fort Lauderdale, has the same population as West 
Virginia. Today, 290,000 Medicaid recipients are part 


1. R. Paul Duncan, Lilliana L. Bell, Christy Harris Lemak, Niccie L. McKay, and Allyson G. Hall, “Summary Report on 
Section 1115 Waiver Process,” University of Florida, Department of Health Services Research, Management and Policy, 
July 2006, p. 8, at http://mre.phhp.ufl.edu/publications/summary%20report%20on%20the%20medicaid%20reform%20section%20
1115%20waiver%20process.pdf (October 4, 2011).
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Florida’s Reform Pilot: Objectives and Outcomes


B2620 heritage.org


Objective Reasoning Outcome Result


1 Increase 
individual choice 
by increasing 
the number and 
types of plans 
offered


Individuals deserve the freedom 
and power to choose and reward 
good plans that best meet their 
needs and desires in managing 
their own health futures.


Recipients can choose among two and 11 
plans, depending on county, and have the ability 
to choose the plan best customized to meet 
their health needs.


Success


2A Ensure access 
to services 
not previously 
covered


Individuals should not be 
restricted to traditional Medicaid 
benefi ts; they should have access 
to plans that can include extra 
services to improve satisfaction, 
health status, and health 
outcomes.


12 additional services have been added to 
Reform Pilot plans, and seven extra services 
are being offered in one or more plans.


Success


2B Improve access 
to specialists


Individuals need access to 
specialists to treat their complex 
health conditions properly and to 
improve their overall health.


Access to and satisfaction with specialists are 
at or above national averages for those in 
Medicaid managed care and commercial plans.


Success


3 Improve enrollee 
outcomes


Health coverage should not 
only fi nance health care, but 
actually improve the health of the 
individual by treating illnesses and 
proactively preventing sickness.


A. Reform Pilot counties are exceeding the 
national Medicaid average for 53 percent of 
the HEDIS patient health outcome targets and 
are close to the national average in another 
15 percent of targets. Quality is improving to 
a greater extent for 68 percent of the targets, 
compared with non–Reform Pilot counties.


B. Patients in the Reform Pilot have been 
encouraged toward better outcomes with 
fi nancial incentives (Enhanced Benefi ts 
Reward$) totaling $31.2 million through 2010, 
about 1.1 percent of the $2.73 billion in total 
Reform Pilot spending.


Success. There has 
been signifi cant 
improvement from 
pre-reform to 
reform outcomes 
and in comparison 
with national 
benchmarks. While 
there continues to 
be opportunity for 
improvement, the 
metrics are headed in 
the right direction.


4 Enable individuals 
to opt out and 
obtain private 
coverage


Individuals should have the 
freedom and power to use the 
value of their Medicaid benefi t to 
purchase private insurance if it is 
available and cost-effective.


In June 2010, only 14 of some 262,000 Reform 
Pilot participants were enrolled in Opt Out.


Failure. Underlying 
structural design fl aws 
impeded success.


5 Increase patient 
satisfaction


Self-reported levels of satisfaction 
are a key indicator of the overall 
performance and effectiveness 
of a plan and the care being 
managed.


83 percent–100 percent of patient satisfaction 
measures were above the national benchmarks 
for Medicaid plans and commercial plans for 
both HMOs and PSNs.


Success


6 Increase Medicaid 
effi ciency and 
predictability of 
Medicaid costs 
over time


For Florida’s Medicaid program to 
be more sustainable for enrollees 
and affordable to taxpayers, cost 
growth per Medicaid patient 
must be lower than the national 
average and in line with infl ation. 
This will allow for greater 
predictability for policymakers 
and taxpayers and greater 
peace of mind for patients, who 
can confi dently rely on having 
coverage in the future.


Costs per enrollee for the Reform Pilot were 
fl at over the fi ve-year period. The Reform Pilot 
has saved the Florida Medicaid budget up to 
$118 million annually. If and when replicated 
statewide, the Florida Medicaid budget could 
save up to $901 million annually. In fact, if 
Medicaid savings nationally matched the 
Reform Pilot savings for these populations, 
Medicaid would spend $28.6 billion less in 
2012.


Success
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of the five-county Reform Pilot2—more individuals 
than the state Medicaid program in 17 states3 and 
more than the entire Medicaid managed care popu-
lations in 28 states, including the 17 states with no 
comprehensive Medicaid managed care programs.4


The Reform Pilot has five stated objectives:


1. To increase the number of plans and enhance 
individual choice, including offering different 
types of plans;


2. To ensure access to services not previously cov-
ered and improve access to specialists;


3. To improve enrollee health outcomes;


4. To enable individuals to opt out and obtain pri-
vate coverage; and


5. To increase patient satisfaction.5


This paper examines the actual outcomes for 
each of these five stated objectives, as well a desir-
able sixth objective:


6. To increase Medicaid efficiency and stabilize 
costs over time.


Objective 1: Increasing Individual Choice. 
Under the Reform Pilot, Medicaid patients were 
given a significantly larger number of plan choices. 
As Table 1 shows, the number of plans available to 
individuals in the Reform Pilot has been at least two 
and as many as 16 depending on the year and county. 
Recipients can choose between capitated managed 
care through HMOs or provider service networks 
(PSNs)—coordinated delivery networks more simi-


lar to managed care but with shared savings for the 
provider network rather than a pre-paid premium. 
In the rural counties with as few as 1,600 Medicaid 
recipients, individuals were offered a choice of two 
plans, the federal minimum for managed care.


The extent of choice in the Reform Pilot is impres-
sive, particularly compared to the private sector and 
other state Medicaid managed care programs. The 
number of choices is more important for two pri-
mary reasons.


First, there are meaningful differences between 
the Reform Pilot plans making choice a substantive 
one.


Second, patients can reward or punish plans 
based on exercising their freedom to choose.


For comparison, only about half of Florida 
employees work in private companies that offer 
health insurance, are eligible for coverage, and 
can choose from more than one plan.6 In Tennes-
see’s Medicaid program, the 1.6 million residents 
in mandatory comprehensive managed care can 
choose between only two managed care plans in 
each of the three regions.7 In contrast, a Florida 
Reform Pilot region similar in size to a Tennessee 
region offers 11 plans.


Medicaid patients have embraced this freedom 
of choice by making different choices over time, 
depending on their county of residence and their 
available options, as shown in Chart 1 and Table 2.


2. Florida Agency for Health Care Administration, “Comprehensive Medicaid Managed Care Enrollment Report,” July 2011, 
tab 2, at http://ahca.myflorida.com/mchq/managed_health_care/MHMO/docs/MC_ENROLL/Reform-NonReform_Plans/2011/
ENR_JULY2011.xls (October 4, 2011).


3. Henry J. Kaiser Family Foundation, “Monthly Medicaid Enrollment,” June 2010, at http://www.statehealthfacts.org/
comparemaptable.jsp?ind=774&cat=4 (October 4, 2011).


4. Henry J. Kaiser Family Foundation, “Medicaid Enrollment in Comprehensive Managed Care Plans, as of June 30, 2009,” 
at http://www.statehealthfacts.org/comparemaptable.jsp?ind=829&cat=4 (October 4, 2011).


5. Florida House of Representatives, Health and Human Services Committee, “Final Bill Analysis: CS/HB 7107,” pp. 11–12, 
at http://www.myfloridahouse.gov/Sections/Documents/loaddoc.aspx?FileName=h7107z.HHSC.DOCX&DocumentType=Analysis&
BillNumber=7107&Session=2011 (October 4, 2011).


6. Author’s calculation using data from U.S. Department of Health and Human Services, Agency for Healthcare Research and 
Quality, “2010 Medical Expenditure Panel Survey for Florida,” 2010, rows IIB2, IIB2A, and IIB2C, at http://meps.s-3.com/
mepsweb/data_stats/summ_tables/insr/excel/2010/Florida2010.xls (October 4, 2011).


7. Tennessee Department of Finance and Administration, “TennCare 101: Explaining the Basics of Medicaid in Tennessee,” 
January 2011, slide 7, at http://www.tn.gov/tenncare/forms/tenncareoverview.pdf (October 4, 2011).
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Some critics have claimed erroneously that 
beneficiaries are “moving in large numbers away 
from managed care to the PSN options available to 
them.”8


First, PSNs are managed care, just a model that is 
different from traditional HMOs. PSNs are provid-
er-owned or provider-run networks, but PSNs still 
manage care and are still at-risk financially under 
Florida’s Reform Pilot PSN contracting structure.


Second, total HMO enrollment has remained 
relatively constant since 2008. However, aggregate 
enrollment in PSNs has grown, as shown in Chart 
1. In some counties, the share of enrollees in PSNs 
has shrunk or remains flat. In other counties, it has 
grown. Clearly, individuals are voting with their 
feet—the entire point of freedom of choice.


By every measure, the choice strategy has been 
fully implemented. Medicaid patients have made 
varying choices over time, indicating both their 
interest and their eagerness to do so. This objective 
has been a success.


One measure of the real or perceived meaning-
fulness of plan choices is the portion of individuals 
who do not bother to select a plan and are simply 
automatically assigned to a plan. The higher the 
rate at which people are automatically assigned to 


Plans per County for Reform Pilot, FY 2007–FY 2012


Source: Florida Agency for Health Care Administration, “Managed Health Care,” at http://ahca.myfl orida.com/mchq/managed_health_care/MHMO/med_data.shtml 
(October 15, 2011).
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FY2007 FY2008 FY2009 FY2010 FY2011 FY2012
HMOs PSNs HMOs PSNs HMOs PSNs HMOs PSNs HMOs PSNs HMOs PSNs


URBAN Broward 10 5 11 5 8 5 7 3 8 3 8 3


Duval 4 3 4 3 3 2 3 2 3 2 3 2


RURAL Baker – – 1 1 1 1 2 0 1 1 1 1


Clay – – 1 1 1 1 2 0 2 1 2 1


Nassau – – 1 1 1 1 2 0 1 1 1 1


0


50,000


100,000


150,000


Broward


Duval


Baker
Clay
Nassau


95,208
87,305


23,930


73,237


51,326
51,176


22,321


54,325


HMO
June 
2008


HMO
August 
2011


PSN
June 
2008


PSN
August 
2011


148,865
152,762


54,912


136,064


heritage.orgChart 1 • B2620


Pilot Enrollment by Plan Type


Source: Florida Agency for Health Care Administration, “Managed 
Health Care,” at http://ahca.myflorida.com/mchq/managed_health_care/
MHMO/med_data.shtml (October 15, 2011).


8. Joan Alker and Jack Hoadley, “As Legislators Wrestle to 
Define Next Generation of Florida Medicaid, Benefits of 
Reform Effort Are Far from Clear,” Georgetown University, 
Health Policy Institute, April 2011, p. 3, at http://hpi.georgetown.edu/floridamedicaid/pdfs/Medicaid_Reform_FL_2011.pdf 
(October 4, 2011).
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a plan, the lower the perceived difference among 
plans.


In the Reform Pilot over the past several years, 
70 percent to 80 percent of individuals have vol-
untarily selected their plans.9 This puts the Florida 
Reform Pilot among the highest-performing Medic-
aid programs. For Florida’s non–Reform Pilot man-
aged care counties, which are similar to traditional 
Medicaid managed care in most states, voluntary 
enrollment is at 60 percent.10 In some states, only 
half, or as few as one-fifth, of individuals bother to 
select their managed care plans.11


Objective 2A: Ensuring Access to Additional 
Services. As part of their plan designs, HMOs and 
PSNs may offer additional services not typically cov-
ered by the traditional Florida Medicaid program. 
Over the past five years, they have offered as part of 
the Reform Pilot:


•	 Additional adult hearing benefits,


•	 Acupuncture,


•	 Additional hospital inpatient days covered,


•	 Additional hospital outpatient coverage, and


•	 Therapeutic massage.


For fiscal year (FY) 2012, at least one plan is 
offering:


•	 Over-the-counter drugs ($10 to $25 per house-
hold per month);


•	 Adult preventive dental;


•	 Circumcisions for male newborns;


•	 Additional adult vision benefits;


•	 Nutrition therapy and products, possibly includ-
ing gym membership;


•	 Respite care; and


•	 Home-delivered meals following surgery.


People on Medicaid are similar to everyone else. 
Their plan choices should reflect their individual 
needs, wants, and situations. For example, in Bro-
ward County, only the South Florida Community 
Care Network plan offers a maternity benefit of 
home-delivered meals for families of newborns 
(two meals delivered for up to four people). This 
plan has a market share of 13 percent of all women 
ages 21–54 but 26 percent of all newborns.


Pilot Enrollment by Plan Type and County, 2008–2011


Sources: Florida Agency for Health Care Administration, “Managed Health Care,” at http://ahca.myfl orida.com/mchq/managed_health_care/MHMO/med_data.
shtml (October 15, 2011), and U.S. Department of Health and Human Services, Agency for Healthcare Research and Quality, CAHPS Benchmarking Database: 
Comparative Data.
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Broward Duval Baker Clay Nassau


Number
% County 


Total Number
% County 


Total Number
% County 


Total Number
% County 


Total Number
% County 


Total


HMO – June 2008 92,508 79% 51,326 70% 683 29% 3,137 39% 1,211 36%


HMO – August 2011 87,305 54% 51,176 49% 947 30% 11,456 82% 1,878 33%


PSN – June 2008 23,930 21% 22,321 30% 1,664 71% 4,875 61% 2,122 64%


PSN – August 2011 73,237 46% 54,325 51% 2,181 70% 2,538 18% 3,783 67%


9. Florida Agency for Health Care Administration, Florida Medicaid Reform: Quarterly Progress Report, April 1, 2011–June 
30, 2011, p. 22, at http://ahca.myflorida.com/medicaid/medicaid_reform/pdf/reform_qtrly_report_q4_year5_04-01-11_06-30-
11_final_08-29-11.pdf (October 4, 2011).


10. Orlando Pryor, Florida Agency for Health Care Administration, e-mail, September 30, 2011.


11. Kathleen Gifford, Vernon K. Smith, Dyke Snipes, and Julia Paradise, A Profile of Medicaid Managed Care Programs in 2010: 
Findings from a 50-State Survey, Henry J. Kaiser Family Foundation, September 2011, pp. 2 and 21, at http://www.kff.org/
medicaid/upload/8220.pdf (October 4, 2011).
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These data suggest that South Florida Commu-
nity Care is more attractive to pregnant women and 
has captured a greater market share because of the 
extra service targeted to expectant mothers.12 Only 
one other plan offers an extra benefit targeted at 
newborns: Better Health offers circumcision cover-
age during an infant’s first three months.


Enrollees like extra benefits, and the more ben-
efits a plan offers, the greater market share it has. 
In Broward County, the 44 percent of plans with 
the highest number of extra benefits (three or four) 
enroll 62 percent of recipients. Conversely, the plan 
that offers no extra benefits has only a 3 percent 
market share. Likewise, the one-third of plans that 
offer the highest range of hospitals in-network (13 
to 15) enroll 41 percent of all recipients.13


In addition, plans may vary copays within allow-
able federal limits or waive copays entirely, and 80 
percent of plans do not charge any copays.14 Plans 
may also limit units of service covered and/or dollar 
benefits of certain Medicaid optional services. For 
example, plans for nondisabled parents and chil-
dren have the following choices for benefits:


•	 Chiropractor (nine visits, 24 visits, or nine visits 
and $150 benefit);


•	 Dental (emergency and dentures only, $250 ben-
efit, or $300 benefit);


•	 Durable medical ($250 benefit or other limits);


•	 Hearing (one device and one evaluation every 
three years or a $150 benefit per year);


•	 Home health (24 visits, 60 visits, or 10 visits and 
$200 benefit);


•	 Podiatrist (nine visits, 24 visits, or seven visits or 
$150 benefit); and


•	 Vision (one pair of glasses every two years or 
$150 benefit).15


The Reform Pilot also provides specialized pack-
ages. Positive Healthcare provides a customized 
plan for Medicaid patients with HIV+/AIDS. This 
plan offers $250 per year in nutritional products or 
gym membership, three hours per week of respite 
care, $1,000 annually for dental services, an unlim-
ited pharmacy benefit, and higher durable medical 
equipment benefits.16


HIV+/AIDS patients need different benefits to 
manage their disease successfully. In Broward, the 
Reform Pilot plan offers them a plan tailored to their 
needs and condition. Whereas private individual 
insurance would often deny coverage to someone 
with HIV, the Reform Pilot welcomes them with a 
plan specifically tailored to their unique needs and 
with financial incentives to reward proper disease 
management.


As expected, Medicaid recipients respond favor-
ably to extra services, more expansive hospital 
networks, and customized benefits. They like and 
select plans that offer them more options.


Objective 2B: Improving Access to Specialists. 
The Reform Pilot includes extensive client satisfac-
tion surveys, which are administered by the Uni-
versity of Florida using the nationally recognized 
Consumer Assessment of Healthcare Providers and 
Systems (CAHPS) instrument. While the Univer-
sity of Florida has reported on the experiences of 
Reform Pilot recipients,17 it has provided few details 


12. Florida Agency for Health Care Administration, “Welcome to Broward County Florida Medicaid,” revised August 2011, 
pp. 5–6, at http://www.flmedicaidreform.com/brochures/English_CF_Broward.pdf (October 4, 2011), and “Medicaid Managed 
Care [1915(b)] and Medicaid Pilot (1115) Enrollment Reports,” August 1, 2011, “PILOT-PLAN” tab, at http://ahca.
myflorida.com/mchq/managed_health_care/MHMO/docs/MC_ENROLL/Reform-NonReform_Plans/2011/ENR_AUG2011.xls 
(October 4, 2011).


13.  Ibid.


14. Florida Agency for Health Care Administration, Florida Medicaid Reform: Year 4 Annual Report, July 1, 2009–June 30, 2010, 
pp. 15–16, at http://ahca.myflorida.com/medicaid/medicaid_reform/pdf/reform_final_annual_report_yr4_070109-063010.pdf 
(October 4, 2011).


15. Florida Agency for Health Care Administration, “Welcome to Broward County Florida Medicaid,” pp. 5–6, and 
“Welcome to Baker, Clay, Duval and Nassau Counties Florida Medicaid,” revised August 2011, pp. 4–5, at http://www.
flmedicaidreform.com/brochures/English_CF_BCDN.pdf (October 4, 2011).


16. Florida Agency for Health Care Administration, “Welcome to Broward County Florida Medicaid,” p. 6.
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on how the results compare with national bench-
marks for Medicaid managed care and commercial 
plans.


Table 3 shows the responses of those surveyed in 
Broward and Duval counties compared with nation-
al benchmarks taken directly from the Agency for 
Healthcare Research and Quality.18 In both mea-
sures, Reform Pilot HMO enrollees report the qual-
ity and ease of access to specialists at the national 
average for both Medicaid and commercial plan 
recipients. Reform Pilot PSN enrollees reported 
quality and access to specialist care at far above the 
national averages for both Medicaid and commer-
cial plan recipients.


Objective 3: Improving Enrollee Outcomes. 
The most universal measure of health plan enrollee 
outcomes is the National Committee for Quality 


Assurance’s Healthcare Effectiveness 
Data and Information Set (HEDIS), 
which is used by 90 percent of U.S. 
managed care health plans.19 HEDIS 
measures are required in 25 state 
Medicaid programs.20


Table 4 shows the HEDIS out-
comes for Reform Pilot counties com-
pared to non–Reform Pilot counties 
and the national average for Medic-
aid HMOs for the most recent three 
years available.21 On these enrollee 
health measures—including the four 
overall averages for diabetes, mental 
health, preventive-child, and preven-
tive-adult measures—Reform Pilot 
counties outperformed non–Reform 
Pilot counties in 64 percent of the 


measures and exceeded the national average in 53 
percent. For 68 percent of the measures, Reform 
Pilot counties showed greater improvement than 
non–Reform Pilot counties. In 78 percent, health 
outcomes improved in the Reform Pilot over the life 
of the measure. In another five measures (15 per-
cent), Reform Pilot counties are within 5 percentage 
points of the national Medicaid average.


Clearly, more work can be done, but Reform 
Pilot counties are exceeding the national average 
in 53 percent of the HEDIS patient outcome mea-
sures and are near the national average in another 
15 percent. In the aggregate, patients participating 
in the Reform Pilot are experiencing better health 
outcomes and greater improvements in health out-
comes over time while exceeding the national aver-
age a majority of the time. This may not achieve 


Reform Pilot Enrollees’  Experience with Specialists


Source: R. Paul Duncan et al., “Medicaid Reform Enrollee Satisfaction, Year Two Follow-Up 
Survey,” Vol. 2, “Plan Type Estimates,” University of Florida, Department of Health Services 
Research, Management and Policy, March 2011, pp. 11 and 14, at http://ahca.myfl orida.com/
Medicaid/quality_management/mrp/contracts/med027/Medicaid_Reform_Enrollee_Satisfaction-
Year2_Follow_Up_Survey_Vol2_PlanType_Estimates.pdf (October 4, 2011).


Table 3 • B2620 heritage.org


2009
(Year 2


of Reform 
Pilot)


National 
Benchmark, 


2009 Medicaid 
Adult


National 
Benchmark, 


2009 
Commercial


Specialty Care Satisfaction
  (% responding 9 or 10 on 10-point scale)


HMOs – 61%
61% 62%


PSNs – 69%


Ease of Getting Specialist Appointments
  (% responding “Almost Always”)


HMOs – 49%
49% 48%


PSNs – 55%


17. R. Paul Duncan et al., Medicaid Reform Enrollee Satisfaction: Year Two Follow-Up Survey, Vol. 2, Plan Type Estimates, 
University of Florida, Department of Health Services Research, Management and Policy, March 2011, pp. 11 and 14, at 
http://ahca.myflorida.com/Medicaid/quality_management/mrp/contracts/med027/Medicaid_Reform_Enrollee_Satisfaction-Year2_
Follow_Up_Survey_Vol2_PlanType_Estimates.pdf (October 4, 2011).


18. U.S. Department of Health and Human Services, Agency for Healthcare Research and Quality, CAHPS Benchmarking 
Database: Comparative Data, at https://www.cahps.ahrq.gov/CAHPSIDB/Public/about.aspx (October 4, 2011).


19. National Committee for Quality Assurance, “HEDIS & Quality Management,” at http://www.ncqa.org/tabid/59/Default.aspx 
(October 4, 2011).


20. National Committee for Quality Assurance, “34 State Require HEDIS/CAHPS,” April 2010, at http://www.ncqa.org/LinkClick.
aspx?fileticket=XmVBU_qCs0E%3D&tabid=135&mid=819 (October 4, 2011).


21. Florida Agency for Health Care Administration, “2010 Managed Care Performance Measures,” received via e-mail, August 
30, 2011.
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Reform Pilot Outcomes on Improving Health of Medicaid Patients 
(Part 1 of 2)


Table 4 • B2620 heritage.org


HEDIS Measures by Year


Non-Reform Counties Reform Pilot Counties
Medicaid 


Managed Care


2008 2010 2008 2010 National Mean
Blood Pressure
  Controlling Blood Pressure 52.7% 53.0% 46.3% 53.4% 52.9%


Asthma Management
  Appropriate Medications for Asthma n/a 87.0% n/a 87.6% 86.9%


Dental
  Annual Dental Visit n/a Pending 15.2% 33.4% 42.5%


Diabetes Management
  Diabetes–HbA1c Testing 74.7% 76.4% 78.9% 82.8% 78.0%
  Diabetes–HbA1c Poor Control INVERSE 48.5% 46.4% 48.3% 44.9% 48.7%
  Diabetes–Eye Exam 36.3% 48.3% 35.7% 45.4% 51.4%
  Diabetes–LDL Screening 75.6% 77.9% 80.0% 83.5% 71.1%
  Diabetes–LDL Control 29.5% 33.8% 29.3% 36.1% 30.6%
  Diabetes–Nephropathy 77.1% 77.1% 79.2% 81.9% 74.6%
  Overall Average 57.5% 61.2% 59.1% 64.1% 59.5%


Mental Health–General
  Follow-Up After Mental Health Hospital–7 day 30.5% 24.2% 20.6% 25.4% 39.1%
  Follow-Up After Mental Health Hospital–30 day 47.0% 41.4% 35.5% 41.3% 57.7%
  Antidepressant Medication Management–Acute n/a 46.8% n/a 56.3% 42.8%
  Antidepressant Medication Management–Continuation n/a 29.2% n/a 43.8% 27.4%
  Overall Average 38.8% 35.4% 28.1% 41.7% 41.8%


Mental Health–Child
  Follow-Up Care for Children Prescribed
     ADHD Medication, Initiation Phase


n/a 37.8% n/a 43.6% 34.4%


Preventive–Babies and Children
  Prenatal Care 71.7% 69.5% 66.6% 75.2% 81.2%
  Postpartum Care 58.5% 52.7% 53.0% 52.1% 59.1%
  Frequency of Prenatal Care n/a 54.3% n/a 46.9% 59.3%
  Well-Child, First 15 Months, Zero Visits INVERSE 2.8% 4.2% 4.9% 6.0% 3.8%
  Well-Child, First 15 Months, Six Visits 44.0% 46.1% 44.4% 35.4% 55.6%
  Well-Child, 3-6 Years 71.1% 74.9% 71.3% 72.7% 66.8%
  Childhood Immunization Combo 2 n/a 71.4% n/a 70.0% 72.3%
  Childhood Immunization Combo 3 n/a 63.7% n/a 62.7% 65.6%
  Lead Screening n/a 53.1% n/a 52.0% 61.5%
  Adolescent Well-Care 41.9% 45.7% 44.2% 46.3% 43.6%
  Overall Average 64.1% 63.7% 62.4% 62.3% 66.9%


Preventive–Adults
  Adults’ Access to Preventive Care, 20–44 Years n/a 67.9% n/a 71.2% 76.8%
  Adults’ Access to Preventive Care, 45–64 Years n/a 81.2% n/a 84.9% 82.4%
  Adults’ Access to Preventive Care, 65+ Years n/a 66.9% n/a 83.7% 78.8%
  Cervical Cancer Screening 56.6% 55.3% 48.2% 50.8% 65.7%
  Breast Cancer Screening n/a 50.1% n/a 56.9% 50.0%
  Adult BMI Assessment n/a 31.2% n/a 41.9% 24.0%
  Overall Average 56.6% 58.8% 48.2% 64.9% 63.0%


Count of Measures 20 33 21 34 34
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Reform Pilot Outcomes on Improving Health of Medicaid Patients 
(Part 2 of 2)


Source: Florida Agency for Health Care Administration, “2010 Managed Care Performance Measures,” received via e-mail, August 30, 2011.


Table 4 • B2620 heritage.org


Comparison of Reform to Non-Reform and National Benchmark


Greater Improvement 
in Reform Compared 
to Non-Reform Over 


Life of Measure


Reform 
Outcome 


Improved Over 
Life of Measure


Reform 
Above Non-
Reform in 


2010


Reform Above 
National 
Medicaid 


Average in 2010


Reform Within 5 
Percentage Points of 
National Medicaid 
Average in 2010


Blood Pressure
  Controlling Blood Pressure Yes Yes Yes Yes


Asthma Management
  Appropriate Medications for Asthma Yes Yes Yes Yes


Dental
  Annual Dental Visit Yes


Diabetes Management
  Diabetes–HbA1c Testing Yes Yes Yes Yes
  Diabetes–HbA1c Poor Control INVERSE Yes Yes
  Diabetes–Eye Exam Yes
  Diabetes–LDL Screening Yes Yes Yes Yes
  Diabetes–LDL Control Yes Yes Yes Yes
  Diabetes–Nephropathy Yes Yes Yes Yes
  Overall Average Yes Yes Yes Yes


Mental Health–General
  Follow-Up After Mental Health Hospital–7 day Yes Yes Yes
  Follow-Up After Mental Health Hospital–30 day Yes Yes
  Antidepressant Medication Management–Acute Yes Yes Yes Yes
  Antidepressant Medication Management–Continuation Yes Yes Yes Yes
  Overall Average Yes Yes Yes Yes


Mental Health–Child
  Follow-Up Care for Children Prescribed 
     ADHD Medication, Initiation Phase


Yes Yes


Preventive–Babies and Children
  Prenatal Care Yes Yes Yes
  Postpartum Care Yes
  Frequency of Prenatal Care
  Well-Child, First 15 Months, Zero Visits INVERSE Yes Yes Yes
  Well-Child, First 15 Months, Six Visits
  Well-Child, 3-6 Years Yes Yes
  Childhood Immunization Combo 2 Yes Yes
  Childhood Immunization Combo 3 Yes Yes
  Lead Screening
  Adolescent Well-Care Yes Yes Yes
  Overall Average Yes


Preventive–Adults
  Adults’ Access to Preventive Care, 20–44 Years Yes Yes
  Adults’ Access to Preventive Care, 45–64 Years Yes Yes Yes Yes
  Adults’ Access to Preventive Care, 65+ Years Yes Yes Yes Yes
  Cervical Cancer Screening Yes Yes
  Breast Cancer Screening Yes Yes Yes Yes
  Adult BMI Assessment Yes Yes
  Overall Average Yes Yes Yes Yes


Count of Measures 21 (68%) 25 (78%) 21 (64%) 18 (53%) 5 (15%)
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the far-above-average ideal, but it is exceeding the 
benchmark.


Another innovative feature of the Reform Pilot 
is the Enhanced Benefits Reward$ program, which 
gives financial rewards to individuals who receive 
certain preventive services, comply with mainte-
nance and disease management programs, and keep 
appointments.


In the private sector, employers use wellness 
programs to encourage employees to take control 
of their own health status and to reduce the cost 
curve of private health insurance. Recent studies 
show the positive physical and fiscal impacts of pro-
moting employee health and wellness. For example, 
employers with more than half of employees com-
pleting an adult health exam, health risk assessment, 
or biometric screening had a 1 percentage point to 
1.5 percentage point lower cost trend compared 
with employers with low employee participation. 
As expected, increasing financial incentives dramat-
ically increased participation in certain health risk 
assessments and other wellness programs. In addi-
tion, building a health-focused work culture and 
requiring participation in programs also increased 
employee participation.22


However, despite widespread use in large private 
companies’ health plans, state-run Medicaid pro-
grams have been very slow in adopting such best 
practices. Only West Virginia, Idaho, and Florida 
have adopted such practices in any significant way.23


•	 West Virginia required patients to participate in a 
wellness plan, undergo regular checkups, and lis-
ten to doctors’ orders to receive enhanced Med-
icaid benefits. However, West Virginia’s program 
was recently gutted due to changes in federal 
regulations prompted by passage of the Afford-
able Care Act.24


•	 In Idaho, children in the state’s Children’s Health 
Insurance Program (CHIP) who are up to date 
on their well-child visits receive a $30 credit per 
quarter. Credits can go toward monthly premi-
ums for the CHIP program, which is $15 per 
month for a child in a family at 151 percent of 
poverty.25 A recent study showed that the pro-
gram has had a substantial impact in two years, 
increasing “the percentage of CHIP children who 
were up-to-date with well-child visits…by 116 
percent (from 23 percent to 49 percent), com-
pared with a 13 percent increase (from 29 percent 
to 32 percent) among children with Medicaid, 
who were not eligible for the incentive.”26


•	 In Florida, the Benefits Reward$ is one of the 
most prominent but least analyzed features of the 
Reform Pilot. In a typical month, 31,000–37,000 
individuals were awarded credits. Through June 
2010, $15 million of the $31 million awarded 
had been redeemed.27 Individuals may earn up 
to $125 in credits per year for a variety of activi-
ties,28 which are listed in Table 5.


Since the start of the Reform Pilot through FY 
2010, $31.2 million has been awarded as Benefits 


22. Steven Nyce, “Boosting Wellness Without Breaking the Bank,” Towers Watson, July 2010, at http://www.towerswatson.com/
assets/pdf/2395/2395.pdf (October 4, 2011).


23. Aimee Miles, “Medicaid to Offer Rewards for Healthy Behavior,” Kaiser Health News, April 11, 2011, at http://www.
kaiserhealthnews.org/Stories/2011/April/08/Medicaid-incentives.aspx (October 4, 2011).


24. Doug Trapp, “Federal Rule Drastically Cuts Wellness Program in West Virginia,” American Medical News, November 12, 
2010, at http://www.ama-assn.org/amednews/2010/11/08/gvsf1112.htm (October 4, 2011).


25. Henry J. Kaiser Family Foundation, “Premium Payments and Enrollment Fees for Children at Selected Income Levels, 
January 2011,” January 2011, at http://www.statehealthfacts.org/comparereport.jsp?rep=78&cat=4 (October 4, 2011).


26. Jessica Green, “Using Consumer Incentives to Increase Well-Child Visits Among Low-Income Children,” Medical Care 
Research and Review, Vol. 68, No. 5 (October 2011), pp. 579–593.


27. Florida Agency for Health Care Administration, Florida Medicaid Reform: Quarterly Progress Report April 1, 2010–June 30, 
2010, p. 48, Table 25, at http://ahca.myflorida.com/Medicaid/medicaid_reform/pdf/FL_1115_Q4_YR_4_Reprt_4-1-10_6-30-10_
Final_10-07-10.pdf (October 4, 2011).


28. Florida Agency for Health Care Administration, “Enhanced Benefits Reward$ Program,” at http://ahca.myflorida.com/
Medicaid/Enhanced_Benefits/eba_welcome_letter_english-spanish.pdf (October 4, 2011).
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Reward$. This represents about 1.1 percent of the 
$2.73 billion spent on Reform Pilot individuals. 
Individuals may use the Benefits Reward$ to pur-
chase over-the-counter (OTC) items at pharma-
cies. Reward$ costs are built into the capitated rates 
and are not additional costs to the program. Most 
individuals use Benefits Reward$ to purchase child-
rearing items such as diapers, OTC child medica-
tions, and similar child care items.29


The vast majority of the Benefits Reward$ mea-
sures encourage better outcomes, such as blood 
pressure management, asthma management, dia-
betes management, and preventive adult services. 
However, $23 million in Benefits Reward$ (almost 
three-fourths of all credits) has gone toward encour-
aging child preventive measures, which have been 
flat the past three years.


The Benefits Reward$ program is administered 
by the state and operates outside of the plan itself. 
Integrating it into and administering it through the 
managed care plan would seem to make more sense. 
It could then be tailored to the populations being 
served—such as those with HIV, the elderly, those 
with disabilities, children, and adults—and aligned 
with the other customized benefits and services. 
This integrated approach is used in the Statewide 
Reform.


Obtaining a better understanding of the impact 
of Benefits Reward$ in the Reform Pilot will ulti-
mately require analysis similar to that completed in 
Idaho. By the same token, Idaho’s experience and 
Florida’s experience dramatically show the power 
of a Reward$-type program, which costs little (1 
percent) but can dramatically improve vital health 
behaviors.


Objective 4: Opting Out of Medicaid and 
Choosing Private Coverage. The Reform Pilot 
allows individuals to opt out of Medicaid and, when 
available and cost-effective for the state, to use the 
dollar value of their Medicaid benefits to pay the 
employee’s share of the premium for family cover-
age provided through their employers. This option 
is important as patients with private coverage 
repeatedly have been shown to have better health 
outcomes than those with Medicaid or the unin-
sured.30 Thus, the best option is private coverage, 
with the second-best being the best-designed, per-
sonalized Medicaid plan.


At the end of FY 2010, only 14 individuals were 
enrolled in the Opt-Out program, and 75 individu-
als had enrolled in the benefit.31 A 2008 report from 
the Florida Legislature’s Office of Program Policy 
Analysis and Government Accountability noted that 
only 91 individuals expressed interest in the Opt-
Out program during the first 18 months. Of these, 
15 were ineligible, 59 choose not to participate, and 
17 enrolled their families, for a total of 30 enroll-
ees.32 Therefore, about 22 percent of those eligible 
and referred to the program enrolled. Yet by any 
measure, participation has been extremely small.


In 2010, the U.S. Government Accountability 
Office reported on enrollment in state Medicaid 
premium assistance programs (similar to Opt-Out) 
in 39 states as of June 2009. Florida had the sev-
enth-lowest number of enrolled individuals (21) of 
any state despite having the fourth-largest Medic-
aid program.33 For the 32 states reporting enroll-
ment, just 0.28 percent of child and adult Medicaid 
enrollees were enrolled in these premium assistance 
programs, or Opt-Out. However, the portions of 


29. Florida Agency for Health Care Administration, Florida Medicaid Reform: Year 4 Annual Report, pp. 61–62, 66, and 81–83.


30. Debra Sherman, “Privately Insured Heart Patients Had Best Outcomes,” Reuters, July 8, 2011, at http://www.reuters.com/
article/2011/07/08/us-insurance-idUSTRE76762Z20110708 (October 4, 2011).


31. Florida Agency for Health Care Administration, Florida Medicaid Reform: Year 4 Annual Report, p. 53.


32. Florida Legislature, Office of Program Policy Analysis and Government Accountability, “Medicaid Reform: Few 
Beneficiaries Have Participated in the Opt-Out Program,” June 2008, p. 5, at http://www.oppaga.state.fl.us/MonitorDocs/
Reports/pdf/0837rpt.pdf (October 4, 2011).


33. Carolyn L. Yocom, “Medicaid and CHIP: Enrollment, Benefits, Expenditures, and Other Characteristics of State Premium 
Assistance Programs,” letter to Senator Charles E. Grassley and Representative Henry A. Waxman, January 19, 2010, pp. 
2, 24, and 26, at http://www.gao.gov/new.items/d10258r.pdf (October 4, 2011).
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Impact of Enhanced Benefi t Reward$ on Reform Pilot 
Patients’ Health Outcomes    


Sources: Florida Agency for Health Care Administration, “2010 Managed Care Performance Measures,” received via e-mail, August 30, 2011; Florida Medicaid 
Reform: Quarterly Progress Report April 1, 2010–June 30, 2010, p. 48, Table 25, at http://ahca.myfl orida.com/Medicaid/medicaid_reform/pdf/FL_1115_Q4_YR_4_
Reprt_4-1-10_6-30-10_Final_10-07-10.pdf (October 4, 2011); and “Enhanced Benefi ts Reward$ Program,” at http://ahca.myfl orida.com/Medicaid/Enhanced_Ben-
efi ts/eba_welcome_letter_english-spanish.pdf (October 4, 2011).


Table 5 • B2620 heritage.org


HEDIS Measures 
by Year for Reform 


Pilot Counties*


Has Enhanced 
Benefi t Reward$ 
Associated With 
Outcome With 
Credits Awards Benefi t Reward$ Credits Awarded 2008 2010


Blood Pressure
  Controlling Blood Pressure 46.3% 53.4%  $30,270 Hypertension Disease Management ($25)


Asthma Management
  Appropriate Medications for Asthma n/a 87.6% $16,895 Asthma Disease Management ($25)


Dental
  Annual Dental Visit 15.2% 33.4% $2,360,983 Dental Exam ($25/child and $15/adult, 3 annually)


Diabetes Management
  Diabetes–HbA1c Testing 78.9% 82.8% $23,035 Diabetes Disease Management ($15 and/or $25, 1 time)
  Diabetes–HbA1c Poor Control INVERSE 48.3% 44.9%
  Diabetes–Eye Exam 35.7% 45.4% $1,230,068 Eye Exam ($25)
  Diabetes–LDL Screening 80.0% 83.5% Offi ce Visit–Child/Adult ($25 or $7.50 for keeping appts.)
  Diabetes–LDL Control 29.3% 36.1%
  Diabetes–Nephropathy 79.2% 81.9%
  Overall Average 59.1% 64.1%


Mental Health–General
  Follow-Up After Mental Health Hospital–7 day 20.6% 25.4% Offi ce Visit–Child/Adult ($25 or $7.50 for keeping appts.)
  Follow-Up After Mental Health Hospital–30 day 35.5% 41.3% Offi ce Visit–Child/Adult ($25 or $7.50 for keeping appts.)
  Antidepressant Medication Management–Acute n/a 56.3% Compliance with Maintenance Drugs ($7.50, 4 times)
  Antidepressant Medication Management–Continuation n/a 43.8% $2,049,375 Compliance with Maintenance Drugs ($7.50, 4 times)
  Overall Average 28.1% 41.7%


Mental Health–Child
  Follow-Up Care for Children Prescribed
     ADHD Medication, Initiation Phase


n/a 43.6% Compliance with Maintenance Drugs ($7.50, 4 times)


Preventive–Babies and Children
  Prenatal Care 66.6% 75.2% Offi ce Visit–Child/Adult ($25 or $7.50 for keeping appts.)
  Postpartum Care 53.0% 52.1% Offi ce Visit–Child/Adult ($25 or $7.50 for keeping appts.)
  Frequency of Prenatal Care n/a 46.9% Offi ce Visit–Child/Adult ($25 or $7.50 for keeping appts.)
  Well-Child, First 15 Months, Zero Visits INVERSE 4.9% 6.0% $13,093,758 Child Preventive Care ($25, up to 5 with exam)
  Well-Child, First 15 Months, Six Visits 44.4% 35.4% $10,089,308 Offi ce Visit–Child/Adult ($25 or $7.50 for keeping appts.)
  Well-Child, 3-6 Years 71.3% 72.7% Offi ce Visit–Child ($25 or $7.50 for keeping appts.)
  Childhood Immunization Combo 2 n/a 70.0% Child Preventive Care ($25, up to 5 with exam)
  Childhood Immunization Combo 3 n/a 62.7% Child Preventive Care ($25, up to 5 with exam)
  Lead Screening n/a 52.0% Child Preventive Care ($25, up to 5 with exam)
  Adolescent Well-Care 44.2% 46.3% Child Preventive Care ($25, up to 5 with exam)
  Overall Average 62.4% 62.3%


Preventive–Adults
  Adults’ Access to Preventive Care, 20–44 Years n/a 71.2% $139,155 Adult Preventive ($15, 2 times)
  Adults’ Access to Preventive Care, 45–64 Years n/a 84.9% $17,853 Prostate PSA ($15)
  Adults’ Access to Preventive Care, 65+ Years n/a 83.7% $66,350 Colorectral Screening ($25)
  Cervical Cancer Screening 48.2% 50.8% $1,105,038 Pap Spear ($25)
  Breast Cancer Screening n/a 56.9% $97,670 Mammogram ($25)
  Adult BMI Assessment n/a 41.9% Offi ce Visit ($15 or $7.50 for keeping appts.)
  Overall Average 48.2% 64.9%


Count of Measures 21 34  $30,319,755 
(97% of all credits 


awarded) 
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individuals in premium assistance varied dramati-
cally from 0.00 percent in Florida to 6.5 percent in 
Rhode Island.34


The characteristics of successful programs show 
that Florida could improve and expand Opt-Out by:


•	 Making private coverage mandatory if cost-effec-
tive. If the private insurance option is mandatory, 
enrollment is six times higher (1.9 percent) than 
if it is voluntary (0.3 percent).


•	 Including non-group (individual) health insur-
ance. Half of the top-performing states (more 
than 2 percent enrolled) included non-group 
coverage.


•	 Offering Opt-Out to both Medicaid and CHIP 
enrollees. States offering options in both pro-
grams averaged 8 percent higher enrollment in 
Medicaid, possibly the result of children moving 
between Medicaid and CHIP premium assistance 
based on family income.


Certainly, higher-income limits on Medicaid 
eligibility affect the enrollment in premium assis-
tance because those with higher incomes are more 
likely to have access to employer-sponsored cover-
age. However, even for states with Medicaid income 
limits similar to Florida’s, 0.3 percent of all children 
and adults in Medicaid are enrolled in premium 
assistance. For example, Texas had about 3 million 
people in Medicaid in June 2009 compared to 2.5 
million in Florida, yet Texas had 8,671 individuals 
in premium assistance compared to just 21 in Flor-
ida.35 To reach the 0.3 percent threshold, Florida 
would need to enroll 5,900 people.


From the Reform Pilot experience, Florida need-
ed to revamp and expand Opt-Out and replicate the 


success of other states. However, Florida also should 
consider rebranding the program from Opt-Out to 
Private Insurance Option to reflect more accurately 
that individuals are receiving coverage through pri-
vate insurance with Medicaid paying the premium, 
not opting out of coverage altogether.


Objective 5: Increasing Patient Satisfaction. 
Despite spending hundreds of billions of dollars 
annually, Medicaid tracks enrollee satisfaction only 
to a limited degree. The most nationally recog-
nized instrument is the Consumer Assessment of 
Healthcare Providers and Systems conducted by the 
Agency for Healthcare Research and Quality in the 
U.S. Department of Health and Human Services. 
In 2009, the most recent year for which state and 
national results are publicly available, Florida was 
one of 12 states with Medicaid programs participat-
ing in and reporting results to the national CAHPS 
Benchmarking Database. Florida had 13 Medicaid 
managed care plans participating, the second-high-
est of any state, constituting more than one-tenth of 
the 126 Medicaid managed care plans reporting for 
adults.36


For Reform Pilot HMO plans, 83 percent of mea-
sures were at or above the national Medicaid bench-
mark and at or above the national commercial plan 
benchmarks.37 For Reform Pilot PSNs, all measures 
were at or above the national Medicaid benchmark, 
and 83 percent were at or above the national com-
mercial plan benchmarks.38 (See Table 6.)


Objective 6: Increasing Efficiency and Cost 
Predictability. Florida’s Reform Pilot has produced 
health outcomes that are at the national average for 
Medicaid managed care programs and that—most 
important—are improving. In addition, the Reform 


34.  Ibid., p. 26; Medicaid enrollment taken from Henry J. Kaiser Family Foundation, “Distribution of Medicaid Enrollees by 
Enrollment Group, FY2007,” at http://www.statehealthfacts.org/comparetable.jsp?typ=1&ind=200&cat=4&sub=52 (October 4, 
2011).


35. Yocom, “Medicaid and CHIP: Enrollment, Benefits, Expenditures, and Other Characteristics of State Premium Assistance 
Programs,” pp. 17–18, 24–25, and 28–29.


36. U.S. Department of Health and Human Services, Agency for Healthcare Research and Quality, “Survey Respondents and 
Health Plan Samples by State: 2009 and 2010,” p. 2, at https://www.cahps.ahrq.gov/CAHPSIDB/Public/Files/Doc3_Health_
Plan_Samples_by_State_2010.pdf (October 4, 2011).


37. See Duncan et al., Medicaid Reform Enrollee Satisfaction: Year Two Follow-Up Survey, and U.S. Department of Health and 
Human Services, CAHPS Benchmarking Database: Comparative Data.


38.  Ibid.
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Pilot has produced patient satisfaction levels above 
the national average for both Medicaid managed 
care and commercial HMOs. The Reform Pilot has 
given individuals meaningful choices, and indi-
viduals are clearly using that freedom and power 
in choosing (and rewarding) good plans and select-
ing the doctors and hospital networks that best 
meet their needs and desires. Individuals are also 
being financially rewarded for making wise choices 
in managing their health futures and in following 
chronic care guidelines.


How has the Reform Pilot performed financially 
in comparison with the overall averages for Florida 


and the U.S.? The two key data sources in answer-
ing this question are the capitated HMO rates for 
the Reform Pilot’s two contract regions (Broward 
and Duval with the three adjacent rural counties 
combined) and the recorded spending for similar 
Medicaid populations according to the Centers for 
Medicare and Medicaid Services’ Medicaid Statisti-
cal Information System (MSIS) dataset.39


In the Reform Pilot, HMOs are paid a capitated flat, 
fixed monthly rate for all individuals over one year 
old. Different rates apply for children under three 
months old and children between three months and 
12 months. Although PSNs have a different con-


Reform Pilot Enrollees’ Patient Satisfaction, 2009


Sources: U.S. Department of Health and Human Services, Agency for Healthcare Research and Quality, CAHPS Benchmarking Database: Comparative Data, 
and R. Paul Duncan et al., “Medicaid Reform Enrollee Satisfaction, Year Two Follow-Up Survey,” Vol. 2, “Plan Type Estimates,” University of Florida, Department of 
Health Services Research, Management and Policy, March 2011, pp. 11 and 14, at http://ahca.myfl orida.com/Medicaid/quality_management/mrp/contracts/med027/
Medicaid_Reform_Enrollee_Satisfaction-Year2_Follow_Up_Survey_Vol2_PlanType_Estimates.pdf (October 4, 2011).
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National Benchmark 


Reform 
Pilot


Medicaid
(Adult)


At or Above 
Medicaid 


Benchmark
Commercial 


HMOs


At or Above 
National 


Commercial 
Benchmark 


Health Care Satisfaction HMOs 60%
49%


Y
48%


Y
  (% responding 9 or 10 on 10-point scale) PSNs 64% Y Y


Health Plan Satisfaction HMOs 52%
54%


N
38%


Y
  (% responding 9 or 10 on 10-point scale) PSNs 61% Y Y


Personal Doctor Satisfaction HMOs 72%
62%


Y
63%


Y
  (% responding 9 or 10 on 10-point scale) PSNs 77% Y Y


Specialty Care Satisfaction HMOs 61%
61%


Y
62%


Y
  (% responding 9 or 10 on 10-point scale) PSNs 69% Y Y


Ease of Getting Needed Care, Tests, or Treatment HMOs 53%
53%


Y
57%


N
  (% responding “Almost Always”) PSNs 56% Y N


Ease of Getting Specialist Appointments HMOs 49%
49%


Y
48%


Y
  (% responding “Almost Always”) PSNs 55% Y Y


Measures at or Above National Benchmarks HMOs 83% 83%
PSNs 100% 83%


39. To download the data, see Centers for Medicare and Medicaid Services, Medicaid Statistical Information System State 
Summary Datamart, at http://msis.cms.hhs.gov/ (October 4, 2011). For a listing of the populations and services portion of 
the Reform Pilot, see Florida Agency for Health Care Administration, Florida Medicaid Reform: Application for 1115 Research 
and Demonstration Waiver, October 30, 2005, p. 70, Table 2, at http://ahca.myflorida.com/medicaid/medicaid_reform/waiver/
pdfs/medicaid_reform_waiver_final_101905.pdf (October 13, 2011).
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tract arrangement, they are required to meet simi-
lar financial benchmarks. In Florida, the current set 
of HMO contract rates is approved through August 
2012, providing longer-term comparison.


These Reform Pilot capitated rates are then risk-
adjusted based on each individual’s health status. In 
Florida’s non-Reform managed care, rates are varied 
based on age, gender, category of Medicaid eligi-
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Fiscal Performance: Comparing Spending on Florida’s Pilot Program 
to U.S. and Florida Medicaid


Sources: Florida Agency for Health Care Administration, “Florida Medicaid Reform Pilot,” at http://ahca.myflorida.com/Medicaid/medicaid_reform/index.shtml 
(October 15, 2011), and Centers for Medicare and Medicaid Services, Medicaid Statistical Information System State Summary Datamart (MSIS).


Note: Figures for U.S. Medicaid (MSIS) and Florida Medicaid Average (MSIS) for fiscal years 2010 through 2012 are projected based on historical growth rates.
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bility, and geography and are not risk-adjusted for 
health status.40 With the Reform Pilot’s risk adjust-
ment for health status, managed care companies 
have a strong financial incentive to enroll sicker 
patients and effectively coordinate their care and 
improve those patients’ health.


Given the superior fiscal performance of the 
Reform Pilot, as shown below, and the superior 
health outcomes of Reform Pilot patients, the health-
based risk-adjustment process is clearly achieving 
its desired goals. That is good for everyone—Med-
icaid patients, taxpayers, and the managed care 
companies. And that is likely why two-thirds of 
Medicaid managed care programs nationwide risk-
adjust their rates based on health status.41


Using the Reform Pilot HMO contracts and the 
MSIS dataset,42 Chart 2 show the fiscal performance 
of the Reform Pilot compared with the average 
spending for a population similar to the population 
of Florida and for the U.S. population for individu-
als more than one year old. The U.S. and Florida 
Medicaid spending per person for FY 2010 through 
FY 2012 is projected based on the historical annual 
growth rates for each category as described in the 
methodology appendix.


In all cases, the Reform Pilot has a much lower 
growth rate than the U.S. or Florida averages. For 
2007 through 2009, for which there are directly 
comparable data, per-person Medicaid spending for 
Temporary Assistance for Needy Families (TANF) 


Estimated Medicaid Savings from Florida’s Reform Pilot and With 
Statewide Expansion, FY 2012


Source: Florida Agency for Health Care Administration, “Florida Medicaid Reform Pilot,” at http://ahca.myfl orida.com/Medicaid/medicaid_reform/index.shtml (Octo-
ber 15, 2011), and Centers for Medicare and Medicaid Services, Medicaid Statistical Information System State Summary Datamart.
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Children and Families Aged and Disabled Total


Florida 
Average–MSIS


Florida Reform 
Pilot  Average


Florida 
Average–MSIS


Florida Reform 
Pilot  Average


Enrollment (based on October 2011 enrollment)  1,573,553  231,249  323,999  36,183 


Cost per Person  $1,902  $1,583  $11,348  $10,115 


Estimated Savings from Reform Pilot  $73,735,220  $44,618,111 $118,353,331 


Savings if Reform Pilot Costs Applied
to All of Florida Medicaid $501,737,417 $399,530,811 $901,268,228 


Based on Actual Reform Pilot HMO Rates and Comparable Projected Average Statewide Spending per Person


40.  Medicaid Reform: Risk-Adjusted Rates Used to Pay Medicaid Reform Health Plans Could Be Used to Pay All Medicaid Capitated 
Plans, Office of Program Policy Analysis and Government Accountability, Report No. 08-54, September 2008, p. 2, at 
http://www.oppaga.state.fl.us/reports/pdf/0854rpt.pdf (October 4, 2011).


41. Gifford et al., A Profile of Medicaid Managed Care Programs in 2010: Findings from a 50-State Survey, p. 22.


42. The methodology was as follows: The comparison for Reform Pilot TANF population over one included MSIS individuals 
over age 1; not dual eligible; not medically needy; with a basis of eligibility of children, adults, unemployed adults, foster 
care children; and excluding ICF/MR services for fiscal years 2006, 2007, 2008, and 2009. The comparison for Reform 
Pilot SSI population over one included MSIS individuals over age 1; not dual eligible; not medically needy; with a basis 
of eligibility of aged and blind/disabled; and excluding ICF/MR services for fiscal years 2006, 2007, 2008, and 2009. All 
50 states and the District of Columbia reported for FY 2006–FY 2008, but only 47 states and the District of Columbia 
reported for FY 2009. Ozzy Celebi at CMS was very helpful in providing assistance in the data query process.
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children and adults grew 12.0 percent nationally 
and 6.1 percent in Florida but dropped 11.7 per-
cent in Duval and the rural counties and 7.8 percent 
in Broward county. Per-person Medicaid spending 
for the Supplemental Security Income (SSI) elderly 
and disabled grew 12.6 percent nationally; dropped 
9.4 percent in Florida overall; dropped slightly in 
Duval and the rural counties (1.6 percent); and 
increased slightly in Broward (3.3 percent). In both 
groups, the Reform Pilot cost much less than the 
U.S. Medicaid average.


Florida’s Reform Pilot has produced real savings 
to the state Medicaid budget. Based on enrollment 
figures for October 2011 and projected 2012 spend-
ing per person from the MSIS data for Florida, the 
Reform Pilot has saved the Medicaid budget up to 
$118 million annually. If and when expanded state-
wide, the Florida Medicaid budget could save up to 
$901 million annually, as shown in Table 7.


In fact, if Medicaid spending nationally matched 
the Reform Pilot savings in per-person costs for these 
populations (16.8 percent for families and children 
and 10.9 percent for aged and disabled), Medicaid 
would spend $28.6 billion less in 2012, as shown in 
Table 8. The federal government would benefit from 
about 57 percent of those savings ($16.3 billion),43 
with the rest going to state budgets ($13.3 billion 
in 2012).


2011 Statewide Medicaid Managed Care
Based on the successes of the Reform Pilot and 


the lessons learned over the past five years, the 
Florida Legislature passed and Governor Rick Scott 
signed legislation in spring 2011 to apply the les-
sons learned from the Reform Pilot in creating the 
new Statewide Reform program. The Statewide 
Reform applies five lessons from the Reform Pilot.


Lesson #1: Copy what works.


Policy: Expand mandatory participation 
beyond the poor, elderly, and physically disabled. 
The Statewide Reform expands mandatory managed 
care beyond the individuals in the Reform Pilot to 
include medically needy individuals on Medicaid. 
Those with developmental disabilities, participating 
in home and community-based services waivers, or 
in certain mental health or juvenile justice institu-
tions are excluded from mandatory managed care 
under the statewide expansion.


Lesson #2: Proactive steps are needed to 
increase rural plan choices.


Policy: Create incentives to expand access in 
rural areas. One lesson learned from the Reform 
Pilot is to create multicounty regions that have a crit-
ical mass large enough to attract a significant num-
ber of plans and that added incentives are needed 
to support multiple plans in certain less populated, 


National Savings in FY 2012 If U.S. Medicaid Matched the Florida 
Reform Pilot Program


Source: Florida Agency for Health Care Administration, “Florida Medicaid Reform Pilot,” at http://ahca.myfl orida.com/Medicaid/medicaid_reform/index.shtml (Octo-
ber 15, 2011), and Centers for Medicare and Medicaid Services, Medicaid Statistical Information System State Summary Datamart.
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Families and Children Aged and Disabled Total


Per-Person Spending (FY2012 estimated)  $2,569  $17,757 
Enrollment (based on FY2009 fi gures)  42,579,425  5,333,277  47,912,702 
U.S. Average per-Person Savings in Reform Pilot 16.8% 10.9%


Total U.S. Savings If U.S. Medicaid Matched Florida Reform Pilot  $18,339,998,858  $10,291,185,459  $28,631,184,317 


43. U.S. Department of Health and Human Services, Centers for Medicare and Medicaid Services, Office of Public Affairs, 
“Medicaid Spending Projected to Rise Much Faster Than the Economy,” October 17, 2008, at http://www.hhs.gov/news/
press/2008pres/10/20081017a.html (October 4, 2011).
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rural regions. For example, the four smallest Reform 
Pilot counties are included in the broader Region 4.


To ensure an adequate number of plans in rural 
areas, the legislature divided Florida’s 67 coun-
ties into 11 regions with five-year plan contracts. 
Each of the regions has a minimum of two plans, 
including one PSN, and a maximum of between 
two and 10.44


Region 1 (four counties) and Region 2 (14 coun-
ties) are in Florida’s rural panhandle and can have 
a minimum and maximum of two plans each. To 
encourage participation in these rural counties, 
plans that bid successfully in either region are given 
the choice of another region in which that plan 
would receive a guaranteed contract, assuming that 
it bid on that other region and charges an accept-
able rate. However, if that plan terminates its con-
tract in Region 1 or Region 2, it automatically loses 
its additional region.45 Thus, winning in the rural 
panhandle is a guaranteed gateway to winning in a 
larger, more densely populated region of the state.


Lesson #3: Medical liability costs 
affect patient access to providers.


Policy: Lower the cap on non-
economic medical malpractice 
damages for providers when treat-
ing Medicaid patients. To encour-
age access to providers, the Statewide 
Expansion legislation lowers the cap 
on noneconomic damages for pro-
viders treating Medicaid patients. In 
2003, the legislature capped noneco-
nomic damages at $500,000 for doc-
tors and $750,000 for hospitals to 
reduce medical malpractice expens-
es. As Table 9 shows, it worked. Pre-
miums dropped 36 percent due to 
lower payouts and fewer cases.


The Statewide Reform builds on 
this medical malpractice reform by 
reducing the cap on noneconomic 
damages for Medicaid patients to 


$200,000 for individuals and $300,000 per inci-
dent. Combined with increases in physician reim-
bursement, this additional malpractice reform 
should increase access by reducing the cost of treat-
ing Medicaid patients.


Lesson #4: Greater accountability and trans-
parency for plans is better for patients.


Policy: Change the contracting process and 
patient disclosure to further improve patient 
satisfaction. The Reform Pilot showed the impor-
tance and impact of tracking patient satisfaction 
and health outcomes—something too few states do 
even now. Building on this, the Statewide Reform 
requires plans that are awarded contracts for each 
region to maintain those contracts, absent contract 
violation, for five years. This provides continuity for 
patients and encourages long-term provider con-
tracting and better networks for patients. In addi-
tion, plans are required to increase reimbursement 
to physicians, matching Medicare rates, to expand 


Overview of Statewide Expansion


Source: Florida House of Representatives, “Final Bill Analysis: CS/HB 7107,” p. 30.


Table 9 • B2620 heritage.org


Region


Number 
of 


Counties


Number 
of Current 
Medicaid 
Enrollees


Number of Plans


Part of Reform PilotMinimum Maximum


1 4  96,365 2 2
2 14  113,027 2 2
3 16  251,892 3 5
4 7  280,501 3 5 Includes four pilot counties
5 2  184,448 2 4
6 5  380,476 4 7
7 4  334,845 3 6
8 7  191,176 2 4
9 5  234,709 2 4
10 1  229,399 2 4 Broward County Pilot
11 2  544,224 5 10


Total 67  2,841,062 


44. Florida House of Representatives, “Final Bill Analysis: CS/HB 7107,” p. 30.


45.  Ibid., p. 24.
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access; host online the listing of the prescription 
drug formulary; accept prior authorization requests 
electronically; have adequacy standards for provid-
er networks; publish quality data measures online; 
and host an up-to-date online service that shows 
patients the physicians, specialists, other health 
providers, and hospitals in their networks, as well 
as whether or not they are accepting new patients 
and their contact information and working hours.


Despite the five-year contract, plans may alter 
their benefits, add extra benefits, or make other 
benefit changes annually. Individuals may also 
change plans annually or at a qualifying event, thus 
maintaining choice and plan customization and 
specialization.


Lesson #5: Link Benefits Reward$ to the plan 
and make it patient-centered.


Policy: Customize and tailor Benefits Reward$ 
to match plan design and patient needs. One-
size-fits-all does not work for Benefits Reward$. 
The Statewide Reform changes administration of the 
Benefits Reward$ and allows the plan to customize 
the program to align best with the plan designs and 
patient populations.


The current Reward$ program is not as effective 
and efficient as it could be. Although those with 
HIV have a customized plan, only one Reward$ cat-
egory specifically targets this population. Obviously, 
a Reward$ program for those with HIV should be 
dramatically different from one for infants in need of 


extensive preventive care and immunizations. The 
Statewide Reform recognizes this and makes this 
important change. This change will also allow plans 
to monitor and publicly report how the Reward$ 
program is helping their patients and improving 
their patients’ health outcomes.


Additional Policy Recommendations
The Statewide Reform does not include all of the 


policy recommendations resulting from this analy-
sis of the Reform Pilot and the key lessons learned. 
As the legislature fine-tunes the Statewide Reform, it 
should consider:


•	 Encouraging at least three plan choices in 
each region and combining regions if neces-
sary to achieve this level of choice. A ceiling or 
floor of only two plans for a region, as required 
by federal law, undermines the point and inno-
vation of the Reform Pilot. The Reform Pilot has 
shown that some rural counties and regions are 
too small for extensive choices. In the Statewide 
Expansion, all regions should be large enough 
to support a minimum of three or, ideally, four 
plans to create choices that have meaningful dis-
tinctions in benefits and networks.


•	 Fixing Opt-Out by copying successful premi-
um assistance programs in other states. The 
Reform Pilot showed how not to run premium 
assistance. Although the legislature made some 
of these changes in the enabling legislation, such 
as including non-group health plans, the State-
wide Reform as currently planned maintains too 
many features of the unsuccessful program in 
its current form. Florida should fix Opt-Out by 
making private coverage mandatory if cost-effec-
tive, expanding premium assistance to CHIP, and 
rebranding it as the Private Insurance Option.


•	 Studying whether to expand Statewide 
Reform to include children covered by CHIP. 
The Reform Pilot was not available to CHIP chil-
dren. However, given the success of the Reform 
Pilot, expanding Statewide Reform to include 
this population and tailoring it accordingly could 
make sense. Plans could copy Idaho by using 
Reward$ for the CHIP to offset any monthly pre-
miums charged to families. In addition, CHIP 


Impact of Medical Liability Reform 
in Florida


Source: Florida Offi ce of Insurance Regulation, “2011 Annual 
Report: Medical Malpractice Financial Information Closed Claim 
Database and Rate Filings,” October 1, 2011, at http://www.fl oir.com/
siteDocuments/MedicalMalReport10012011.pdf (October 15, 2011).
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2004 2010 Change


Closed Cases 3,574 2,520 –29%
Payouts (millions) $664 $594 –11%
Premiums (millions) $860 $559 –35%
Loss Ratio (Payouts/Premiums) 77% 106%
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children and their parents could then have the 
same freedom and power to choose that those in 
the Statewide Reform have.


Conclusion
Florida’s Medicaid Reform Pilot is one of the most 


comprehensive, innovative, and significant Med-
icaid reforms of the past decade. It has improved 
health, produced high patient satisfaction, and dra-
matically flattened the Medicaid cost curve. The 
Florida Legislature and Governor Scott wisely built 
on the Reform Pilot to create Statewide Reform, 
which will allow all Florida Medicaid recipients to 
benefit from this improved, patient-centered Med-
icaid program. A few additional reforms would 
improve the Statewide Reform even further.


Implementation of Florida’s Statewide Reform 
cannot take effect unless the CMS approves several 
waivers. As the CMS reviews the waiver applica-


tions, it should note the huge success of the Reform 
Pilot and the key lessons learned that have been 
built into the proposed Statewide Expansion.


Other states seeking to improve health, increase 
satisfaction, and control costs should consider rep-
licating Florida’s reforms. If the results of Florida’s 
Reform Pilot were replicated nationwide, Medicaid 
patient satisfaction would soar, health outcomes 
would improve, and Medicaid programs could save 
up to $29 billion annually.


Not only should the CMS approve Florida’s State-
wide Reform waivers, but the Obama Administra-
tion should use its bully pulpit to encourage other 
states to replicate Florida’s experience to improve 
Medicaid for both patients and the taxpayers.


—Tarren Bragdon is President and CEO of the 
Foundation for Government Accountability, a free-mar-
ket think tank in Naples, Florida.
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Appendix
Methodology for Fiscal Analysis


Enrollment
Enrollment for FY 2012 was based on the Florida Agency for Health Care Administration’s October 2011 


Comprehensive Managed Care Enrollment report.46


Families and Children (TANF). Reform Pilot enrollment was based on the TANF enrollment for those 
in Reform Pilot counties and over age 1 (245,494 – 14,245 (under 1 year old) = 231,249).47


Statewide TANF Medicaid enrollment was based on the TANF enrollment in non-Reform Pilot counties48 
(1,670,438) and adjusted based on the assumption that a similar portion of TANF enrollees in non-Reform 
Pilot counties were over age 1 as in Reform Pilot counties (231,249/245,494 = 94.2%) for an estimated 
statewide non-Reform Pilot TANF enrollment of 1,573,553 (1,670,438 * 94.2%).


Elderly and Disabled (SSI). Reform Pilot enrollment was based on the SSI enrollment of those in 
Reform Pilot counties, over age 1, and not on Medicare49 (36,370—187 (under 1 year old) = 36,183).


Statewide SSI Medicaid enrollment was based on the SSI enrollment in non-Reform Pilot counties50 
(325,627) and adjusted based on the assumption that the portion of SSI enrollees in non-Reform Pilot coun-
ties over age 1 was similar to the portion in Reform Pilot counties (36,183/36,370 = 99.5%). This yielded 
an estimated statewide non-Reform Pilot SSI enrollment of 323,999 (325,627 * 99.5%).


Per-Person Costs
Per-person costs for FY 2012 were based on the Florida Agency for Health Care Administration’s com-


posite monthly HMO capitated rate for Reform Pilot enrollees51 and a projection for 2012, which was based 
on historical average annual growth of actual spending for similar populations in the CMS Medicaid Statisti-
cal Information System52 for Florida and the U.S. as a whole in 2009.


Families and Children (TANF). Reform Pilot annual Medicaid per-person costs were based on the 
weighted average, which was based on enrollment of the FY 2012 TANF HMO capitated rate for those in 
the Reform Pilot counties over age 1 ($131.78 per month in Broward County and $132.09 per month in 
the other Reform counties).53


46. Florida Agency for Health Care Administration, “Comprehensive Medicaid Managed Care Enrollment Report,” October 1, 
2011, at http://www.fdhc.state.fl.us/mchq/Managed_Health_Care/MHMO/docs/MC_ENROLL/Reform-NonReform_Plans/2011/
ENR_OCT2011.xls (October 27, 2011).


47.  Ibid., PILOTTANF worksheet.


48.  Ibid., DISTRICT-TANF-SSI worksheet.


49.  Ibid., PILOTSSI worksheet.


50.  Ibid., DISTRICT-TANF-SSI worksheet.


51. Florida Agency for Health Care Administration, “Actual Reform Pilot HMO Rates,” in Karen Chang, Bureau Chief, 
Medicaid Program Analysis, Florida Agency for Health Care Administration, e-mail to author, October 26, 2011.


52. For the data, see Centers for Medicare and Medicaid Services, Medicaid Statistical Information System State Summary 
Datamart, at http://msis.cms.hhs.gov/ (October 4, 2011).


53. Florida Agency for Health Care Administration, “Actual Reform Pilot HMO Rates,” FY 2012.
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Statewide Florida TANF Medicaid per-person costs were based on MSIS spending for a population com-
parable to the Reform Pilot TANF over age 1 for FY 2006–FY 2009.54 Costs were projected to 2012, based 
on the historical growth rate of per-person spending from 2007, when the Reform Pilot began, to 2009, the 
most recent year for which data were available.


The United States average for TANF Medicaid per-person costs was based on MSIS spending for a popu-
lation comparable to the Florida Reform Pilot TANF over age 1 for FY 2006–FY 2009.55 Costs were pro-
jected to 2012, based on the historical growth rate of per-person spending from 2007 to 2009, the most 
recent year for which data were available.


Elderly and Disabled (SSI). Reform Pilot annual Medicaid per-person costs were based on the weighted 
average, based on enrollment of the FY 2012 SSI HMO capitated rate for those in the Reform Pilot counties 
over age 1 and not on Medicare ($888.25 per month in Broward County and $781.40 per month in the 
other Reform Pilot counties).56


Statewide Florida SSI Medicaid per-person costs were based on the MSIS spending for a population com-
parable to the Reform Pilot TANF over age 1 for FY 2006–FY 2009.57 Costs were projected to 2012, based 
on the historical growth rate of per-person spending from 2006 to 2009, the most recent year for which 
data were available.


The U.S. average for SSI Medicaid per-person costs was based on the MSIS spending for a population 
comparable to the Florida Reform Pilot SSI over age 1 for FY 2006–FY 2009.58 Costs were projected to 
2012, based on the historical growth rate of per-person spending from 2006 to 2009, the most recent year 
for which data were available.


54. The comparison for Florida TANF population over age 1 included MSIS individuals who were over age 1, not dual-
eligible, and not medically needy, with a basis of eligibility of children, adults, unemployed adults, and foster care 
children. It excluded ICF/MR services for FY 2006–FY 2009. All 50 states and the District of Columbia reported for FY 
2006–FY 2008, but only 47 states and the District of Columbia reported for FY 2009. Ozzy Celebi at CMS provided very 
helpful assistance in the data query process.


55. The comparison for U.S. average for the TANF population over age 1 included MSIS individuals for all reporting states 
who were over age 1, not dual-eligible, and not medically needy, with a basis of eligibility of children, adults, unemployed 
adults, and foster care children. It excluded ICF/MR services for FY 2006–FY 2009. All 50 states and the District of 
Columbia reported for FY 2006–FY 2008, but only 47 states and the District of Columbia reported for FY 2009.


56. Florida Agency for Health Care Administration, “Actual Reform Pilot HMO Rates,” FY 2012.


57. The comparison for Florida SSI population over age 1 included MSIS individuals who were over age 1, not dual-eligible, 
and not medically needy, with a basis of eligibility of aged and blind or disabled. It excluded ICF/MR services for FY 
2006–FY 2009. All 50 states and the District of Columbia reported for FY 2006–FY 2008, but only 47 states and the 
District of Columbia reported for FY 2009.


58. The comparison for U.S. average SSI population over age 1 included MSIS individuals for all reporting states who were 
over age 1, not dual-eligible, and not medically needy, with a basis of eligibility of aged and blind or disabled. It excluded 
ICF/MR services for FY 2006–FY 2009. All 50 states and the District of Columbia reported for FY 2006–FY 2008, but 
only 47 states and the District of Columbia reported for FY 2009. Ozzy Celebi at CMS provided very helpful assistance in 
the data query process.
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About the Plan


Who Is Covered?


HIP is for uninsured Hoosier adults between the ages of 19-64. Parents or caretaker relatives of
children in the Hoosier Healthwise program are likely candidates for HIP.


Eligibility Requirements:


1. Individuals must earn less than 200% of the federal poverty level (FPL). A single adult
earning no more than $21,660 a year, or families of four earning approximately $44,000
likely meet the basic financial requirements.


2. Individuals must not have access to employer sponsored health insurance coverage,
whether or not it is utilized by the individual.


3. Individuals must be uninsured for the previous six months.


Plan Structure


The Plan provides:


A POWER Account valued at $1,100 per adult to pay for medical costs. Contributions to
the account are made by the state and each participant (on a sliding scale based on ability
to pay). No participant will pay more than 5% of his/her gross family income on the plan.
A basic commercial benefits package once annual medical costs exceed $1,100.
Coverage for free preventive services including annual exams, smoking cessation, and
mammograms.


Why a POWER Account?


POWER Accounts give participants a financial incentive to adopt healthy behaviors that
keep them out of the doctor's office. When they do seek health care, plan participants will
seek price transparency so they can make value conscious decisions to better manage the
funds in their account.


What Is Covered


Services include: physician services, prescriptions, diagnostic exams, home health services,
outpatient hospital, inpatient hospital, hospice, preventive services, family planning, and
case and disease management
Mental health coverage is similar to coverage for physical health, and includes substance
abuse treatment, inpatient, outpatient, and drugs


Other Plan Specifics


Sliding scale for individual contributions (based on % of gross family income):
0-100% FPL: 2%
100%-125% FPL: 3%
125%-150% FPL: 4%
150%-200% FPL: 4.5%- 5%*


* Caretaker relatives/parental adults in this income bracket contribute 4.5%, and the childless adults contribute
5%


No co-pays except for ER use, which are based on a sliding scale and will never exceed
$25 a visit.







4/16/13 FSSA - HIP: About the Plan


www.in.gov/fssa/hip/2344.htm 2/2


If all age and gender appropriate preventive services are completed, all (state and
individual) remaining POWER Account funds will rollover to offset the following year’s
contribution. If preventive services are not completed, only the individual’s prorated


contribution (not the State’s) to the account rolls over.








State of Iowa & U.S. Health and Human Services 


Medicaid Growth: 


 


Key Points & Requests:  
Medicaid and Iowa Care  


Iowa Medicaid will soon begin implementation ACOs as health care delivery vehicles for members. As part of these 


relationships, we will provide a set annual fee and potential bonuses based on quality and available funding. Iowa seeks 


to ensure the use of ACOs and set fees for our waiver and Medicaid populations will not require a managed care waiver. 


Additionally, we request expedited review of our waiver requests. 


 


Iowa Care and Personal Responsibility  


As part of Iowa’s 1115 waiver, we would like to include strong incentives for members to focus on prevention and 


personal responsibility. The waiver program will cover Iowans below 100% FPL, we would like to require monthly 


contributions, copays and deductibles which could be waived if preventative services are completed. The mechanisms 


are not intended to create financial savings for the State but rather to encourage healthy and cost conscious behaviors. 


 


The Partnership Exchange 


Iowa looks forward to partnering with HHS on health benefit marketplace. In line with maintaining state authority in 


Medicaid eligibility, we request clarity on critically important information for connecting to the federal hub. Particularly 


helpful for connection to the hub would be the planning, technical and business documents for the data hub. 


Additionally, states need to know HHS will meet deadlines associated with the Hub and the marketplaces, should 


deadlines not be met, HHS and Iowa should work together to craft contingency plans.   
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Medicaid Expenditures 
Health care reform must increase the 


quality of care, lower costs and, most 


importantly, make Iowans healthier. Since 


2000, Iowa Medicaid has grown from less 


than 250,000 covered adults to now 


covering more than 400,000 Iowa adults 


(growth of 65%). That coverage expansion 


pushed costs up to a total expected 


Medicaid spend in FY 14 of more than $3.7 


billion (growth of 129%). Despite this 


expansion in coverage, every health trend in 


Iowa has shown diminished health for our 


citizens. Iowa seeks flexibility in our Iowa 


Care program to redesign a program that 


will best serve the health of Iowans.   


 








The Healthy Iowa Plan 


Healthier Iowans through Healthy Iowa Plan Principles 
 
More Iowans with Insurance Coverage 
The health care market is changing and the Healthy Iowa Plan will take account of the changes. With the 
implementation of the Patient Protection and Affordable Care Act (PPACA) and the expected decrease in the number of 
uninsured, Healthy Iowa Plan leverages the impact to the private insurance market to best serve low income Iowans to 
avoid coverage gaps.   


Improving Care and Making People Healthier 


Beneficiaries and Iowa taxpayers deserve a program that improves the health of Iowans by aligning incentives for 
beneficiaries and health care providers with high quality care and positive health outcomes to improving access to care.   


Iowans Taking Ownership of Their Health 


Iowans in the private insurance market and in Healthy Iowa Plan should take ownership over their own health and their 
health care decisions. The Healthy Iowa Plan includes mechanisms to engage members to be cost conscious consumers 
of health care while providing incentives for members to take ownership of their health 


Stability for Iowans with Sustainable Funding 
The Healthy Iowa Plan includes funding streams sustainable over the long-term. Hardworking Iowa taxpayers fund this 
program and expect the State of Iowa to keep its commitments to working Iowans who may depend on the Healthy 
Iowa Plan for access to care.  


 


More Iowans with Insurance Coverage 
 The Healthy Iowa Plan allows for coverage of entire population. 


 Healthy Iowa Plan modifies eligibility to cover all of the approximate 89,3191 uninsured Iowans earning below 


100% FPL that are ineligible for PPACA tax credits. 


 Individuals between 100%-400% FPL are eligible for generous tax credits to purchase of private health coverage 


through the Health Insurance Exchange, no longer necessitating Healthy Iowa Plan for this population. 


 The tax credits alone will reduce Iowa's uninsured by more than half. 


 Working Iowa families will benefit on the exchange from out-of-pocket spending caps. The cap for working 


Iowans on the affordable exchange is set at one-third of the cap for individuals and families.  


Improving Care and Making People Healthier 
A more robust coverage network and benefits are required in order to ensure higher quality care, better health 


outcomes and control of costs.  The Healthy Iowa Plan: 


 Provides a commercial like benefits package that includes in and outpatient services, physician services, prescription 


drugs, home health, durable medical equipment, and therapies. 


 Utilizes established Accountable Care Organizations (ACOs) or other integrated systems regionally throughout the 


State to provide services and to assure robust access to care.  Mental health services are provided but are carved 


out of the ACO/risk bearing entity benefit package. 


 Allows participants to select a medical home that coordinates and integrates all their care. 


                                                           
1
 Includes current IowaCare members and other uninsured individuals below 100% FPL 







 Uses a value-based reimbursement model to incentivize ACOs and the health care delivery system to provide higher 


quality health care and better outcomes for patients. 


Services Covered:   


Prescription Drugs  Yes 


Preventative Services Yes 


Home Health Services Yes 


Durable Medical Equipment Yes 


Mental Health Services Yes 


Transportation Yes, for emergency services 


Hospital/Specialty Care Access Yes 


Primary Care Access Yes 


Quality and Outcomes Improvement Yes, implements ACOs and Medical Homes 


 


Iowans Taking Ownership of Their Health  
The redesigned Healthy Iowa Plan implements personal responsibility mechanisms to encourage members to be cost 


conscious consumers of health care.  The Healthy Iowa Plan: 


 Provides individual accounts designed to help pay for affordable copays and deductible expenses.  


 Requires individuals to make monthly contributions to their account and provide State matching contributions to 


help pay for out of pocket expenses. 


 Allows individuals to earn bonus contributions to their account for completing risk assessments and completing 


preventative services.  


 Potentially eliminates required contributions for the very low income (below 50% of FPL) through participation in 


the Healthy Behaviors Program. 


  


Table 1:  Proposed Personal Responsibility Requirements for Healthy Iowa Plan 2.0 


 0-50% FPL 51-100% FPL 


Required Monthly Contribution $5 $10 


Annual Contribution $60 $120 


Upfront State Matching 
Contribution 


$60 $120 


Deductible $120 $240 


Copays  


Non-emergency use of the 
ED 


$10 


Inpatient $50 


Brand name drugs when 
there is a generic available 


$5 


Doctor visits $5 


Healthy Behavior Potential Bonus Contributions 
 Complete Risk Assessment $20 
 Annual Physical $20 
 Completion of Preventative 


Services 
$20 







 


 


Stability for Iowans with Sustainable Funding 


 
The Healthy Iowa Plan creates a sustainable financing strategy that provides taxpayers with budget certainty 
and that redirects savings created by the ACA to covering the uninsured.  The Healthy Iowa Plan assumes 
providers will be better-situated to serve the uninsured as new tax credits will reduce the uninsured by more 
than half.  This will enhance provider capacity to address the remaining uninsured and leverages hospital 
community benefit programs.  Healthy Iowa Plan creates a new pool of funding which: 
 


 Governor Branstad’s budget provides $5 million in new State funding for the Healthy Iowa Plan. 


 Gleans new funding through Medicaid savings created by current participants using ACA tax 
credits instead of traditional Medicaid and adjusting eligibility levels for pregnant women to 
encourage use of private plans through Exchanges.  


 Relieves current county spending for mental health services by instead directing those property 
tax dollars to new leverage federal dollars which are used to integrate mental health services 
with physical health services to the uninsured below 100% FPL.  Under this plan, counties 
remain responsible only for those above 100% FPL. 


 Calculates the annual fee based on available pool funds and the cost of covering 100% of the 
eligible population (approximately 89,319 uninsured).   


 Bonus funding is available to the ACOs and risk bearing entities for achieving quality metrics 
and comes from any remaining funds in the pool as well as the shared savings funds. 


 
 
 Table 2:  Estimated Annual Sources of Funding for the Healthy Iowa Plan (Current & New*)   


Funding Source Amount 


Broadlawns Property Tax Levy $42M 


University of Iowa $12M 


General Fund* $23M 


County Mental Health* $43.5M 


Medicaid Savings* $41.5M 


TOTAL POOL $162.0M 
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Frequently Asked Questions about the 
“One Family, One Card” or “Bridge” Option 


Draft: August 29, 2012 
 
 
Note: We have highlighted the substantive revisions to the July 9, 2012 version of these FAQs 
in order to call your attention to the changes. 
 
Context 
 
Tennessee prepared a contingency plan in the event that the U.S. Supreme Court left intact §§ 
1311 and 1321(c) of the Patient Protection and Affordable Care Act (PPACA) and the 
implementing exchange rules at 77 Fed. Reg. 18310 (Mar. 27, 2012) (to be codified at 45 CFR 
§ 155.10 et seq.).1  For reference, these provisions describe the new health insurance 
exchanges and clarify that the federal government shall establish the individual and small group 
insurance exchanges in States that do not elect to operate their own.   
 
Under these provisions, consumers on an insurance exchange would distinguish among levels 
of coverage by the four “metallic tiers” of the qualified health plans (QHPs).  For example, 
“bronze” plans have an actuarial value of 60%, meaning that the plan pays for 60% of the 
covered services that an average member is likely to incur during a year, while the member 
pays the remaining 40% through deductibles, co-insurance, and co-payments.  Thus, a bronze-
level QHP may have a deductible of $3,475 and patient coinsurance of 40%.2  The three 
remaining metallic tiers (i.e., silver, gold, and platinum) have higher actuarial values (i.e., 70%, 
80%, and 90%, respectively).  Compared to bronze plans, the plans in these other metallic tiers 
have lower deductibles and member cost-sharing.  Additionally, special “cost-sharing 
reductions” are available to lower-income consumers that enroll in silver-level plans; 3 these 
additional subsidies could result in deductibles as low as $200.4 
 
Additionally, the PPACA authorizes new premium assistance tax credits for households under 
400% of the federal poverty level, which is equivalent to $92,200 for a family of four in 2012.  
Some of these households will also qualify for cost-sharing reductions (to reduce their 
deductibles); other families will have some children or other members qualify for coverage 
through Medicaid (TennCare) or CHIP (CoverKids).   
 
General Questions 
 
1. What is the problem that stakeholders are trying to solve? 


 
Many stakeholders in Tennessee expressed concern that families may be “split” across 
different insurers due to the eligibility status of individual family members – and these 
families may become frustrated and fail to enroll or re-enroll in coverage.   


                                                
1
 The State may need to implement such a contingency plan even if the Supreme Court strikes down the “individual 


mandate” at IRC § 5000A as added by PPACA § 1501.  If the Supreme Court finds that the insurance exchange 
provisions are not “integrally linked” to the individual mandate, then the Court may leave the insurance exchange 
provisions intact if it finds the individual mandate to be both unconstitutional and severable. 
2
 Kaiser Family Foundation, “What the Actuarial Values in the Affordable Care Act Mean,” (April 2012).   


3
 While consumers may use the premium tax credits to purchase coverage at any metallic tier, PPACA § 1402(b)(1) 


limits eligibility for the cost-sharing reductions to consumers can enrolled in silver-level plans. 
4
 Kaiser Family Foundation, “Patient Cost-Sharing Under the Affordable Care Act,” (April 2012).   
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Stakeholders were also deeply concerned that lower-income families qualifying for the new 
tax credits would select bronze- rather than silver-level coverage, leaving many people 
unable to pay their cost-sharing obligations to their health care providers (see Attachment 
A).  Stakeholders believed that we could develop a system that would address these issues.  
 


2. What is the bridge option? 
 
Working with all stakeholders, we identified a “one family, one card across time” approach 
that would enable members of a nuclear family to hold coverage through a common 
insurer/provider network, regardless of their eligibility status.  Under this approach, insurers 
offering TennCare managed care organizations (MCOs) would also offer a silver-level 
qualified health plan (QHP).  This silver-level “bridge option” would be available only to 
persons who have a dependent in their immediate family that is enrolled in TennCare (or 
CoverKids) or has been enrolled in either program within the last six or 12 months.  Because 
the bridge option is a silver-level QHP, enrollees could use their tax credits to pay the 
premiums and qualify for the cost-sharing reductions.  Of course, these individuals could 
also choose any other QHP offered in the insurance exchange. 


 
Under the bridge option, persons eligible for TennCare would continue to enroll in that 
program and would continue to be required to receive the TennCare benefit package 
through a TennCare managed care organization (MCO).  Members of a family who are not 
eligible for TennCare could enroll in the QHP bridge option offered by the issuer of the 
TennCare MCO serving other members of the family.   
 
For example, a pregnant mother, her husband, and their six-year-old child have an income 
equivalent to 150% of the federal poverty level.  This family could conceivably have three of 
four different insurance cards from different insurers with very different benefit designs and 
provider networks – and the complexity may increase if the family’s income changes after 
the mother gives birth.  The bridge option would allow the family to have a single card (and 
network of providers) for everyone in the family, one that would not change even if the 
family’s income or circumstances did. 


 
Bridge Option: Eligibility Status May Change, but Insurer Does Not 
Family’s household income equivalent to 150% FPL. 
 


 
Eligibility 
Status 


Insurer under 
Current Law 


Insurer Under 
“Bridge Option” 


Father PTC QHP 
Same insurer, 
same card, same 
provider network for 
entire family 


Mother 
(pregnant) 


MA, then PTC 
MCO, then 
QHP 


Child CHIP CHIP MCO 


(later) Baby MA MCO 


 
PTC = Premium Tax Credits 
MA = Medicaid (TennCare) 
CHIP = Childrens Health Insurance Program (CoverKids) 
QHP= Qualified Health Plan 
MCO = Managed Care Organization 
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3. Is the bridge option a form of TennCare? 


 
No.  The bridge option is not TennCare or Medicaid coverage.  Rather, it is a silver-level 
QHP for which eligible persons can use their premium tax credits and cost-sharing 
reductions.  The advantage of the bridge option is that it allows members of a family to have 
a single insurance card or the same underlying provider network even if some of the family 
members are in TennCare.  Because the bridge option is a QHP, it covers the essential 
health benefit (EHB) package, not the TennCare scope of covered services.  Enrollees in 
the bridge option would have very different (and higher) copayments, coinsurance and 
deductibles than persons enrolled in TennCare.   
 


4. Will a health care provider be able to look at an enrollee’s insurance card and know 
what cost-sharing that the member owes? 
 
No.  Under the PPACA, an individual can move among the eligibility categories and various 
programs – and the individual’s cost-sharing obligations can change on a month-to-month 
basis if they are enrolled in a silver-tier QHPs.  For this reason, insurers (or “issuers”) would 
not any cost-sharing information on the member cards for silver-tier QHPs (both bridge and 
non-bridge QHPs).5      
 
Please note that this outcome is not related in any way to the bridge option.  This is a 
consequence of the structure of the cost-sharing reduction provisions of the PPACA. 
 


5. If an individual qualified for a bridge option, can they choose instead to enroll in 
another QHP? 


 
Yes.  Such consumers can choose any QHP at any metallic tier offered in their service area.  
The bridge option is simply an additional option available to them. 
 


6. How many individuals and how many households are likely to be eligible for the 
bridge option? 
 
We are working with Gorman Actuarial to estimate the approximate number of individuals 
and households that may qualify for bridge options.   
 
Our actuaries analyzed the likely geographic distribution of persons potentially eligible for 
the bridge option.  Using county-level data from the U.S. Census Bureau’s American 
Community Survey (ACS), they compared the percentage of uninsured residents that have 
incomes between 138% and 250% FPL in each county to the percentage of residents of that 
county that are enrolled in TennCare.  Because these percentages are highly correlated, 
they believe that the relative size of the Medicaid population in each county is a good 
predictor of the relative size of the bridge population there.   
 


Issuers of the Bridge Option 
 


7. Which issuers can offer a bridge option? 
 


                                                
5
 However, issuers could print cost-sharing amounts on cards for QHPs on bronze, gold, and platinum products 


because the cost-sharing reductions are not available for consumers that choose QHPs on these metallic tiers. 
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Issuers of TennCare MCOs6 (i.e., AmeriGroup, BlueCross BlueShield of Tennessee, and 
United HealthCare) can offer bridge options for the rating areas in which they offer the 
TennCare MCOs.  Only these issuers are able to provide continuity of coverage (a) for 
families with some members in TennCare and others in the tax credit programs and (b) for 
families with members moving between these programs.   
 


8. Must an eligible issuer offer a bridge option? 
 


The “one family, one card” has clear advantages to families, health care providers, and 
issuers.  As a formal matter, we have not yet decided whether to incorporate the bridge 
option as a requirement into the Contractor Risk Agreement with the issuers of TennCare 
MCOs.  Given the expressed interest of the eligible issuers in offering the bridge option, we 
believe that this step may prove unnecessary (understanding that things may evolve 
following the release of federal guidance). 
 


9. Can an issuer offering a bridge option also offer a non-bridge QHP at the silver level 
in the same rating area? 


 
Yes.  We can envision the issuer offering any non-bridge QHP at any metallic tier (provided, 
of course, that the offering is consistent with the exchange’s QHP certification criteria). 


 
10. If an issuer offers a bridge QHP, does this count against the “Rule of 12”? 
 


No.  The bridge option would not count towards the “Rule of 12”.7 Thus, an issuer would 
face no disadvantage for offering a bridge QHP if the issuer were eligible to do so.   
 


11. Can an issuer that does not offer a Medicaid managed care organization (MCO) offer a 
bridge option? 
 
No.  Having other issuers offer a “bridge option” would not further the “one family, one card” 
objective.  
 


12. Can an issuer restrict enrollment in the bridge option to the population that meets the 
State’s eligibility criteria? 


 
Yes.  Based on our conversations with our federal counterparts, we understand that 
enrollment limitations for the bridge option would not run afoul of the guarantee issue 
requirements of PHSA § 2702 as added by PPACA § 1201(4).  We look forward to receiving 
formal clarification from HHS on this point in the near future. 


 
13. Can an issuer pay health care providers higher reimbursement rates for services 


rendered to enrollees in the bridge option compared to the reimbursement rates paid 
for enrollees in TennCare MCOs? 


 
Yes.  We are unaware of any prohibition in federal or state that may limit an issuer’s 
flexibility in this regard. 


                                                
6
 The term “issuers” in this context broadly includes related entities, including parent companies and subsidiaries, of 


those offering TennCare MCO products. 
7
 The “Rule of 12” is an approach that allows consumers to have a meaningful choice of a manageable number of 


QHP options.  Pages 21-22 of the October 2011 white paper describes this concept further; the paper is available 
online at www.tn.gov/exchange. 



http://www.tn.gov/exchange
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Eligibility for the Bridge Option 


 
14. What is the initial “look-back” period for purposes of bridge option eligibility? 


 
In discussions with stakeholders, we had suggested limiting eligibility for the bridge option 
such that an individual would initially be eligible to enroll in the bridge option if they had been 
enrolled in Medicaid or CHIP (or who had an immediate family that is or had been enrolled) 
during the last six or 12 months.  Our preliminary analyses suggest that this choice may not 
have an appreciable impact on enrollment; however, we would appreciate feedback in this 
regard.   


 
15. What is the “look-back” period for persons who wish to re-enroll in a bridge option 


during open enrollment?  Stated differently, can an individual remain enrolled in the 
bridge option indefinitely? 


 
Our preliminary analyses suggest that many individuals will “churn” between Medicaid and 
the bridge option.  However, some individuals will leave Medicaid and subsequently 
maintain a consistent income level that makes them ineligible for Medicaid or CHIP.  At 
some point, these individuals should arguably move to a non-bridge QHP.  For pricing 
purposes, we would assume that anyone who enrolls in a bridge option during 2014 would 
be able to continue enrollment in a bridge option at least until the end of the next calendar 
year.  We would appreciate feedback as to the appropriate time period (if any) at which such 
individuals must leave the bridge option and enroll in a non-bridge QHP.   
 


16. Can someone eligible for TennCare enroll in the bridge option? 
 
No.  Persons eligible for TennCare must receive services through the TennCare MCOs.  
Their non-TennCare eligible family members, though, could enroll in the silver-level bridge 
option offered by the same issuer if they qualify. 


 
17. Would the State consider an income limit for the bridge option? 


 
We had not previously considered this option.  However, we understand that HHS and the 
IRS may effectively eliminate many of the cost-sharing reduction benefits for persons over 
250% of the federal poverty level.  If the federal government were to take this position, then 
we may want to adjust eligibility for the bridge option accordingly.  Likewise, we may find 
through analyses of panel survey data (and other sources) that volatility in income and 
health insurance status may fall substantially if a household reaches a specific threshold 
(e.g., 300% FPL); if true, we may want to discuss the value of extending eligibility for the 
bridge option to families that reach such income levels. 


 
Tax Credits 
 
18. Will the exchange consider the bridge option when determining the second lowest 


cost silver plan for purposes of determining the value of a household’s tax credit? 
 
Yes, at least based on what we know today.  However, we await further clarification on this 
issue from HHS and the IRS. 
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19. In announcing the forthcoming approval of the bridge option on May 21, 2012, Steve 
Larsen, former Director of CCIIO, publicly announced that HHS will soon be issuing 
guidance to "green light" the bridge concept along with some parameters to protect 
consumers.  Can you say more about the consumer protection parameters? 
 
As we understand it, HHS is trying to ensure that bridge options do not unduly affect the 
value of the second lowest cost silver plan (and value of the tax credit) or otherwise diminish 
a consumer’s effective purchasing power on the exchange.  Based on our conversations 
with CCIIO in April and May 2012, we expected Mr. Larsen’s caveat, we do not believe that 
these would pose a barrier to implementation of the bridge option in Tennessee.  However, 
we look forward to receiving clarification from HHS on this and related issues in the near 
future. 
 
We have a number of ideas to address this concern, but we need to see the actual 
requirements in the final federal guidance before we can have a meaningful discussion on 
this issue. 
 


Flexibility of Benefit Design 
 


20. Must the bridge option offer the Medicaid benefit or the EHB package? 
 
Based on our current understanding of PPACA § 1301(a)(1)(B) and 77 Fed. Reg. 18310, 
18469 (Mar. 27, 2012) (to be codified at 45 CFR § 156.200(b)(3)), any QHP issuer on the 
exchange (including those offering bridge options) must offer the EHB standard as 
described at PPACA § 1302(b) and in the Essential Health Benefits Bulletin (December 16,  
2011).   
 


21. Can an issuer offer a different provider network for the bridge option than it does for 
enrollees of its TennCare managed care organization (MCO)? 
 
No.  The State’s objective is to ensure that individuals have access to the same underlying 
provider network in both the MCO and the bridge option.  For this reason, the State expects 
that the provider networks would be virtually identical between the MCO and bridge options 
for those services included within the EHB.  However, issuers of the bridge option would 
likely need to include a network of providers only for those services included within the 
EHB.8   
 


22. Must the bridge option provide a pharmacy benefit or could it defer to the TennCare 
pharmacy benefits manager (PBM) for the provision of this service to bridge 
enrollees? 


 
Based on our understanding of the EHB standard, issuers of bridge options must comply 
with the formulary requirements therein.  However, it is currently unclear whether they could 
contract with the TennCare PBM for this service.  We would be happy to explore this further 
if it is of interest to issuers of bridge options. 


 


                                                
8
 This does not change the scope of covered services or the provider network requirements for the TennCare MCOs, 


which provide Medicaid-covered services to Medicaid-eligible individuals.  Members of a family who are eligible for 
Medicaid would still receive the full scope of services provided by the TennCare MCOs; in contrast, those members 
of the family who are eligible for the premium tax credits and enrollment in a QHP would receive those services within 
the EHB package. 
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Member Cost-Sharing 
 


23. Will issuers have to honor the Medicaid cost-sharing requirements for the bridge 
option or does the issuer have more flexibility for benefit design? 
 
The issuer of a bridge option does not need to comply with the Medicaid limits on 
beneficiary cost-sharing for enrollees in the bridge option.  Rather, the Medicaid limits apply 
only to TennCare enrollees in TennCare MCOs.   
 
With respect to the cost-sharing requirements for enrollees in bridge options and other 
QHPs, issuers must comply with that actuarial value requirements of PPACA § 1302(d) and 
any related standards that a state-based exchange adopts pursuant to PPACA § 1311(e).  
See also PPACA § 1311(c)(1)(A) (prohibiting a QHP from using marketing practices or 
benefit designs in a way that would discourage enrollment of individuals with significant 
health needs).  Accord 77 Fed. Reg. 18310, 18470 (Mar. 27, 2012) (to be codified at 45 
CFR § 156.225). 
 


24. Can health care providers enforce cost-sharing requirements for enrollees in the 
bridge option? 
 
Yes.  In contrast to the federal rules governing Medicaid, health care providers can pursue 
enrollees in the bridge option (and any other QHP) for all cost-sharing obligations that they 
have incurred. 


 
Licensure  


 
25. Does an issuer have the flexibility to offer a qualified health plan (QHP) in the 


individual insurance exchange either under either (1) a certificate of authority for a 
health maintenance organization (HMO) as described at TCA § 56-32-103(b); or (2) the 
more generic certificate of authority for life insurance (offering accident and health 
insurance described at TCA § 56-2-201(1))? 


 
The insurance exchange would likely have no preference regarding the issuer's licensure 
category.  Rather, the exchange is concerned only that the QHP be able to provide the EHB 
package, conform to the QHP requirements outlined in 77 Fed. Reg. 18310 (Mar. 27, 2012) 
(to be codified at 45 CFR § 155.10 et seq.), and satisfy any additional QHP certification 
requirements that the exchange may establish pursuant to PPACA § 1311(e).   


 
26. If the issuer offered a QHP under the more generic life insurance license, then would 


state law prohibit them from using innovative payment methods that involved some 
risk-sharing with health care providers (e.g., subcapitation arrangements, etc.)? 


  
The Department of Commerce & Insurance (C&I) would, as the regulator of individual and 
small group health insurance products, have the authority to review payment practices to 
health care providers by issuers that may be inconsistent with Title 56.  Staff at C&I have 
informally advised that TCA § 56-32-104 generally allows HMOs to contract with physician-
hospital organizations for the provision of certain basic health care services on a 
prepayment basis that transfers risk to the physician-hospital organization (provided that the 
HMO remains contractually liable to its enrollees for the provision of basic health care 
services and the HMO maintains reserves for its continued liability).  However, issuers 
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licensed as life companies do not expressly have the authority to enter into such risk shifting 
contracts.9   
   
We encourage issuers to contact C&I directly for additional clarification on this and related 
regulatory issues. 
  


Metallic Tiers and Child-Only Requirements 
 
27. Must issuers offer a gold-level bridge option? 


 
Technically, yes – at least based on what we know today.  We understand that PPACA § 
1301(a)(1)(C)(ii) and 77 Fed. Reg. 18310, 18469 (Mar. 27, 2012) (to be codified at 45 CFR 
§ 156.200(c)(1)), requires any QHP issuer on the exchange (including those offering bridge 
options) to offer both a silver and a gold QHP.  We interpret the law to mean that if a QHP 
issuer offers a bridge option, then the issuer must also offer another QHP (a bridge-type 
product or other) in the gold metallic tier.  We look forward to discussing this issue further 
with issuers and with HHS. 
 


28. Can issuers offer a bronze-level bridge option? 
 
No.  The provision of bronze plans would not be consistent with the State’s “one family, one 
card” objective as described in the concept paper, which is to ensure that families have 
access to the same underlying provider network for those members in Medicaid and those 
who qualify for both tax credits and cost-sharing reductions.  Accordingly, the State would 
likely exercise its prerogative under PPACA § 1311(e) to refuse to certify a bronze-level 
bridge option. 
 


29. Must issuers offer a child-only bridge option? 
 
Yes, at least based on what we know today.  We understand that PPACA § 1302(f) and 77 
Fed. Reg. 18310, 18469 (Mar. 27, 2012) (to be codified at 45 CFR § 156.200(c)(2)), 
requires any QHP issuer on the exchange (including those offering bridge options) to offer a 
child-only QHP.   The preamble text to the final rule states: 
 


… [A] QHP issuer could satisfy this standard by offering a single QHP to qualified applicants 
seeking child-only coverage, as long as the QHP includes rating for child-only coverage in 
accordance with applicable premium rating rules. Section 1302(f) further specifies that for purposes 
of this standard, a child-only plan is available to individuals under age 21 at the beginning of the 
benefit year. We lack the authority to alter the age limitation for enrollment into a child-only plan.  
[77 Fed. Reg. 18310, 18415 (Mar. 27, 2012).] 


  
We look forward to discussing this issue further with HHS and with issuers. 


 
Distribution System 
 
30. Can an issuer offer the bridge product in the parallel market? 


 


                                                
9
 It is unclear whether such authority may be implied.  Issuers should address specific questions in this regard to 


Assistant Commissioner Larry Knight at larry.knight@tn.gov. 



https://mail.tn.gov/owa/redir.aspx?C=ea663ee46e8f4386a8e33f80c4819533&URL=mailto%3alarry.knight%40tn.gov
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No.  The insurance exchange is the only entity that can determine eligibility for the tax 
credits, cost-sharing reductions, and bridge option.  Thus, the bridge option would only be 
available through the insurance exchange for the individual market.   
 


31. Can the bridge option pay commissions to agents and brokers? 
 
Yes, if the issuer of a bridge option elects to do so.  However, the decision as to whether or 
not to pay commissions remains at the discretion of each issuer. 


 
Risk Adjustment and Reinsurance 


 
32. How will risk adjustment work in this context? 


 
As we understand the final reinsurance, risk adjustment, and risk corridor rule at 77 Fed. 
Reg. 17220 (Mar. 23, 2012) (to be codified at 45 CFR § 153.10 et seq.), all individual market 
QHPs (including bridge options) are subject to the permanent risk adjustment program.  We 
do not anticipate that the risk adjustment program would work differently for bridge options, 
though we look forward to discussing this issue further with issuers and CCIIO. 
 


33. Will bridge options qualify for reinsurance payments?  Must they contribute to the 
reinsurance entity? 
 
As we understand the final reinsurance, risk adjustment, and risk corridor rule at 77 Fed. 
Reg. 17220 (Mar. 23, 2012) (to be codified at 45 CFR § 153.10 et seq.), all individual market 
QHPs (including bridge options) are eligible for payments from and liable for contributions to 
the transitional reinsurance program. 
 


Federal Issues 
 


34. Has the federal government approved the bridge option? 
 


On May 21, 2012, Steve Larsen, the then-Director of CCIIO, publicly announced at the 
Exchange Grantee Meeting in Washington, DC that HHS would soon be issuing guidance to 
‘green light’ the bridge concept.    


 
35. Does federal approval of the bridge option obligate Tennessee to operate an 


exchange? 
 


No.  Federal approval of the bridge concept does not in any way obligate Tennessee to 
operate a state-based insurance exchange.  Rather, the new guidance simply provides 
states with additional options in the event that a state elects to run the insurance exchange 
in lieu of the federal government.   


  
 


 
 


  







 


FAQs about the “One Family, One Card” or Bridge Option  Page 10 
Tennessee Insurance Exchange Planning Initiative  DRAFT: August 29, 2012 


Attachment A: 
Cost Sharing and Bronze Coverage 


 
Bronze coverage, while comparatively less expensive, may result in other problems for consumers and 
providers.  By way of explanation: 
 
1. Relatively lower bronze premiums may be attractive, but consumers will face risks. 


 


 Bronze plans will be less expensive than silver plans because of the underlying 
difference in “actuarial value” or richness of the plans.  Based on a very rough 
calculation, bronze premiums may be about 12-16% less than silver premiums.   


 


 Bronze plans will have substantially larger cost-sharing for individuals than the other 
metallic tiers.  According to an Aon Hewitt analysis funded by the Kaiser Family Foundation, 
bronze options are likely to include the following two options: the first would have a deductible 
per individual of $4,375, with consumers paying 20% of their health care expenses once 
meeting the deductible, and the second would have a deductible of $3,475 and patient 
coinsurance of 40%.


10
   


 
2. Silver plans will have lower cost-sharing, often much lower. 


  


 Silver options will have deductibles that are 50-80% lower than those in bronze plans 
at the same level of member co-insurance.  For example, an Aon Hewitt analysis suggests 
that an individual below 200% of the federal poverty level (FPL)


11
 could reduce his or her 


deductible by more than half from $4,350 in a bronze plan to roughly $2,050 – and the 
premium difference may be only about 17% higher for the silver-level plan.  These 
differences in the deductibles do not reflect the additional subsidies (and lower cost-sharing) 
available for persons in silver-level coverage who qualify for the cost-sharing reductions. 
 


 The cost-sharing reductions under PPACA § 1402 would further lower cost-sharing for 
eligible individuals in silver-level plans.  For example, the cost-sharing reductions for 
individuals under 200% FPL would further reduce their deductibles and other cost-sharing by 
80%.


12
  By way of example, an individual under 200% FPL could buy a bronze product with a 


deductible of $4,350 (and 20% coinsurance) – or pay roughly 17% more in premium to 
purchase a silver-level product with a deductible of $200 (and 5% coinsurance).


13
   


 


 While consumers may use the premium tax credits to purchase coverage at any 
metallic tier, consumers can receive the cost-sharing subsidies only if they enroll in 
silver-level plans.  Consequently, a consumer’s choice of a bronze-level plan rather than a 
silver-level plan means that they would forego the additional cost-sharing reductions that 
would lower their deductibles, coinsurance, and out-of-pocket maximums.   


 


3. Large cost sharing requirements for low income individuals with bronze coverage could leave 
many individuals and families in debt and also have systemic effects.  While individuals would 
pay a lower monthly premium for bronze-level coverage, they would have a much larger deductible 
and other cost-sharing when they seek health care services.  Bronze coverage could leave low 
income individuals and families with medical bills that they cannot pay.  These debts would, in turn, 
burden health care providers with larger amounts of uncompensated care for services for which they 
had anticipated payment.   
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 Kaiser Family Foundation, “What the Actuarial Values in the Affordable Care Act Mean,” (April 2012).   
11


 For reference, 200% FPL is the equivalent of $22,340 per year for a household of one in 2012. 
12


 Specifically, the cost-sharing subsidies reduce the consumer’s deductibles and other forms of cost-sharing from 
30% of the actuarial value of a silver-tier plan to 6%. 
13


 Kaiser Family Foundation, “Patient Cost-Sharing Under the Affordable Care Act,” (April 2012).   
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Scott Walker rejects Medicaid expansion, proposes
alternate plan to cover uninsured


FEBRUARY 14, 2013 12:30 PM  •  MARY SPICUZZA |
WISCONSIN STATE JOURNAL |
MSPICUZZA@MADISON.COM | 608-252-6122


Gov. Scott Walker announced Wednesday that
he is rejecting Medicaid expansion under the
federal health care law.


Walker said he would instead work to increase
health coverage for Wisconsinites with an
alternate plan that involves lifting an enrollment
cap on Medicaid programs for childless adults,
tightening income eligibility for state residents
able to use Medicaid programs, and bumping
thousands of people from such programs to
federal government-run health care exchanges
where they can buy private insurance.


The governor said his plan would reduce the
number of uninsured people by 224,580, or by as


much as 50 percent — from 14 percent to 7 percent in the state — close to the change that
would have occurred under the Medicaid expansion.


"My goal in looking at this is two things: One, I want to have fewer people in the state who are
uninsured, but along with that I'd like to have fewer people in the state who are dependent on
the government," Walker said.


He unveiled his plans during a meeting of Wisconsin Manufacturers & Commerce, the state's
powerful business lobby, at Monona Terrace in Madison.


The governor described his proposal as a hybrid plan, but Democrats and health care
advocates accused him of catering to "right-wing extremists" and playing politics at the
expense of low-income people in need of health care.


"Gov. Walker said no to a good deal today, plain and simple," said state Rep. Jon Richards, D-
Milwaukee. "What he outlined isn't some type of hybrid approach or middle ground. It's a bad
deal for Wisconsin families and it's a bad deal for Wisconsin taxpayers."


If Walker had accepted the expansion, the federal government would have covered the cost for
three years and, according to the Legislature's nonpartisan Fiscal Bureau, saved the state an
estimated $66 million cost for three years. After that, state taxpayers would bear about 10
percent of the costs. Over four years, starting in 2016, new costs to the state could total about
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$133 million, according to the Fiscal Bureau.


Advocates of the Medicaid expansion said the state could always opt out at a future date.


Overhauling entitlement programs


Walker's much-anticipated Medicaid announcement was part of a broader speech about his
plans for overhauling entitlement programs in Wisconsin, which he said will include requiring
people who receive unemployment insurance to search for jobs four times a week and
requiring able-bodied adults without children to get job training to receive food stamps.


During his speech, Walker said he plans to boost state spending on Medicaid programs by
$644 million in his upcoming budget proposal for 2013-15, which is set to be released next
week.


Democrats and health care advocates had been pushing for weeks for Wisconsin to
participate in the federal Medicaid expansion, saying it would save the state money, create
jobs and expand coverage to 175,000 additional people.


Six Republican governors, including John Kasich in Ohio and Jan Brewer in Arizona, have
agreed to the federal expansion, while about a dozen other GOP governors have rejected it.
Others are still deciding.


Federal exchanges key


Democrats and health care advocates previously criticized the governor's earlier decision to
not create a state-run marketplace, instead deferring to the federal government to create health
care exchanges.


Those exchanges would now be a key aspect of Walker's proposal, which includes tightening
the threshold for Medicaid eligibility to individual adults with an annual income of $11,490, and
a family of four with an annual income of $23,550, or 100 percent of the federal poverty level.


Department of Health Services Secretary Dennis Smith said that under Walker's plan, about
87,000 people currently using Medicaid would no longer be eligible and would need to
purchase insurance through the exchanges, while another 82,000 would become eligible for
Medicaid because the enrollment cap would be lifted. That would amount to about 5,000 fewer
adults on Medicaid in Wisconsin.


Assembly Speaker Robin Vos, R-Rochester, praised Walker's decision.


"Our focus will continue to be reducing people's reliance on government programs," he said.
"We want fewer people on Medicaid and want to give people the opportunity to choose what's
best for their families."


On Politics
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State Journal reporters Dee Hall and Mary Spicuzza bring you their takes on
state and Madison-area politics.


• Read more from this blog


Follow Follow @mspicuzzawsj@mspicuzzawsj


Follow Follow @deejhall@deejhall
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The Daily Briefing


Where each state stands on ACA's Medicaid expansion


A roundup of what each state's leadership has said about their Medicaid plans


March 04, 2013


More on the Medicaid expansion


The Arkansas "game-changer" | Eight legislatures balk 


A refresher on state heath exchanges


The Supreme Court's ruling on the Affordable Care Act (ACA) allowed states to opt out of the law's Medicaid expansion, leaving each state's decision to participate in the hands of the nation's governors


and state leaders.


Based on lawmakers' statements, press releases, and media coverage, the Daily Briefing and American Health Line editorial teams have rounded up where each state currently stands on the expansion.


We will continue to update this map and list as more information becomes available. Send us news, tips, and feedback by commenting below or emailing dailybriefing@advisory.com.


Click to expand a quick-to-scan graphic or an interactive graphic. (Note: The interactive graphic may not be optimized for all mobile devices.)


EMBED THIS MAP ON YOUR WEBSITE


Like this map? Browse our library of popular graphics


Check out more than 30 other infographics, including:


> Tactics to get your staff rowing in the right direction.


> An interactive map on pay-for-performance programs.


> A look at how your health compares to an Olympian's.


> A field guide to Medicare payment innovations.


A state-by-state look at governors' stances


Text last updated on March 4, 2013, at 10:30 a.m. ET


 * indicates a state's participation in the multistate lawsuit against ACA


NOT PARTICIPATING (14 states)


Alabama*: Gov. Robert Bentley (R) on Nov. 13 announced that Alabama will not participate in the Medicaid expansion "because we simply cannot afford it" (Gadsden Times, 11/13; Lyman, Montgomery


Advertiser, 11/13).


Georgia*: Gov. Nathan Deal (R) in an Atlanta Journal-Constitution/Politico/11 Alive interview on Aug. 28 said, "No, I do not have any intentions of expanding Medicaid," adding, "I think that is something


our state cannot afford." When asked about the insurance exchanges, Deal said "we do have a time frame for making the decision on that I think, especially on the exchanges," adding that "we have


just a few days after the election in order to make a final determination on that" (Wingfield, "Kyle Wingfield," Atlanta Journal-Constitution, 8/28).


Idaho*: Gov. C.L. Otter (R) in his 2013 State of the State address delivered on Jan. 7 said that while "there is broad agreement that the existing Medicaid program is broken," the state "face[s] no


immediate federal deadline" to address the situation. He added, "We have time to do this right … [s]o I'm seeking no expansion of" the program. Otter said he’s instructed the state Health and Welfare


director to "flesh out a plan" that focuses on potential costs, savings and economic impact, which he plans to introduce in 2014 (Ritter Saunders, Boise State Public Radio, 1/7; Young, Huffington Post,


1/7; Petcash, KTVB, 1/7).


Iowa*: Gov. Terry Branstad (R) on Feb. 23 said that he has informed HHS Secretary Kathleen Sebelius that he will not expand Medicaid in Iowa because of concerns that the expansion "will either


collapse or the burden will be pushed onto the states in a very significant way." Instead, Branstad pressed Sebelius for a federal waiver to continue IowaCare, a health care program that provides
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limited benefits to 70,000 low-income state residents (AP/Modern Healthcare, 2/24).


Louisiana*: Gov. Bobby Jindal (R) in an NBC "Meet the Press" interview on July 1 said, "Every governor's got two critical decisions to make. One is do we set up these exchanges? And, secondly, do we


expand Medicaid? And, no, in Louisiana, we're not doing either one of those things." However, state Sen. Karen Carter Peterson (D) and other Democratic leaders after the Nov. 6 election urged Jindal


to reconsider his opposition or the state will not be forced to accept a "one-size-fits-all" plan, CBC News "Money Watch" reports (Barrow, New Orleans Times-Picayune, 7/2; "Money Watch," CBS News,


11/9).


Maine*: Gov. Paul LePage (R) on Nov. 16 said that Maine will not participate in the Medicaid expansion. He called the expansion and the state-based insurance exchanges a "degradation of our


nation’s premier health care system" (Mistler, Kennebec Journal, 11/16).


Mississippi*: Gov. Phil Bryant (R) on Nov. 7 said Mississippi will not participate in the Medicaid expansion, reiterating previous statements that he had made about the ACA provision (Pender/Hall,


Jackson Clarion-Ledger, 11/7).


North Carolina: Gov. Pat McCrory (R) on Feb. 12 announced that his state will not expand Medicaid or establish its own health insurance marketplace under the Affordable Care Act. McCrory said state


officials conducted a comprehensive analysis to determine the advantages and disadvantages of expanding Medicaid and the right type of exchange option in the state, and concluded that it is


"abundantly clear that North Carolina is not ready to expand the Medicaid system and that we should utilize a federal exchange." He said the review included discussions with other governors, White


House officials, health care providers, and leaders in the state Legislature (AP/Myrtle Beach Sun News, 2/12; Binker/Burns, "@NCCapitol," WRAL, 2/12; Cornatzer, Raleigh News & Observer, 2/12).


Oklahoma: Gov. Mary Fallin (R) on Nov. 19 said Oklahoma will not participate in the Medicaid expansion. "Oklahoma will not be participating in the Obama Administration’s proposed expansion of


Medicaid," she said in a statement. She noted that the program would cost the state as much as $475 million over the next eight years (Greene, Tulsa World, 11/19).


Pennsylvania*: Gov. Tom Corbett (R) on Feb. 5 sent a letter to HHS saying he "cannot recommend a dramatic Medicaid expansion" in Pennsylvania because "it would be financially unsustainable for


Pennsylvania taxpayers." He noted that the expansion would necessitate "a large tax increase on Pennsylvania families" (Tolland, Pittsburgh Post-Gazette, 2/5).


South Carolina*: Gov. Nikki Haley (R) on July 1 announced via Facebook that South Carolina "will NOT expand Medicaid, or participate in any health exchanges." The state Legislature is expected to


make a decision on the Medicaid expansion during the 2013 session (Gov. Haley Facebook page, 7/1; Holleman, Columbia State, 11/9).


South Dakota: Gov. Dennis Daugaard (R) in his annual budget address on Dec. 4 said he does not plan to participate in the Medicaid expansion. "I really think it would be premature to expand this


year," he said, adding that he hoped for more flexibility for the state program (Montgomery, Sioux Falls Argus Leader, 12/4).


Texas*: Gov. Rick Perry (R) in a statement on July 9 said, "If anyone was in doubt, we in Texas have no intention to implement so-called state exchanges or to expand Medicaid under ObamaCare."


Perry also sent a letter to HHS Secretary Kathleen Sebelius on July 9 asserting this position. The Dallas Morning News reported that on Nov. 8, Perry reiterated his opposition to the expansion, saying,


"Nothing changes from our perspective" (Office of Gov. Perry release, 7/9; Gov. Perry letter, 7/9; Garrett, Dallas Morning News, 11/11).


Wisconsin*: Gov. Scott Walker (R) on Feb. 13 announced his rejection of the Medicaid expansion. He proposed an alternative plan that would expand coverage to low-income state residents through


private health care exchanges (Spicuzza, Wisconsin State Journal, 2/13).


LEANING TOWARD NOT PARTICIPATING (3 states)


Alaska*: Gov. Sean Parnell (R) on Feb. 28 said he continues to oppose the Medicaid expansion under the Affordable Care Act and noted that he would not ask the Legislature to authorize or provide


funding for an expansion plan. However, Parnell said he will continue to examine the issue and is "open to being proven differently" before he submits his next budget proposal in December (Bohrer,


AP/Anchorage Daily News, 2/28; Gutierrez, Alaska Public Radio News, 2/28).


Nebraska*: Gov. Dave Heineman (R) in a statement on his website on June 28 said, "As I have said repeatedly, if this unfunded Medicaid expansion is implemented, state aid to education and funding


for the University of Nebraska will be cut or taxes will be increased. If some state senators want to increase taxes or cut education funding, I will oppose them." Heineman on July 11 sent a letter to


state lawmakers saying the state could not afford the expansion, but he stopped short of saying that the state will not participate in the expansion, according to Reuters (Office of Gov. Heineman


release, 6/28; Wisniewski, Reuters, 7/11).


Wyoming*: Gov. Matt Mead (R) on Nov. 30 recommended that Wyoming not participate in the Medicaid expansion, but added that his position could change in the future and urged "everyone to keep an


open mind on this." The state legislature will make the final decision on whether to expand the program, the AP/Jackson Hole Daily reports (Brown, Wyoming Tribune Eagle, 12/1; Graham, AP/Jackson


Hole Daily, 12/1).


LEANING TOWARD PARTICIPATING (2 states)


Kentucky: Gov. Steve Beshear (D) when asked about the expansion in July said, "If there is a way that we can afford that will get more coverage for more Kentuckians, I'm for it." However, state


lawmakers are putting pressure on Beshear to reject the expansion (Office of Gov. Beshear release, 6/28; AP/Evansville Courier & Press, 6/28; AP/Evansville Courier & Press, 7/17; Autry, WYU, 7/5;


Cross, Louisville Courier-Journal, 6/29).


New York: Gov. Andrew Cuomo (D) in a statement on his website on June 28 said he was "pleased the Supreme Court upheld the [ACA]" and looks forward "to continuing to work together with the


Obama administration to ensure accessible, quality care for all New Yorkers." On July 26, Danielle Holahan—project director for New York's health insurance exchange planning—said the state


"largely meet[s] the federal required Medicaid levels already." Although Cuomo's office has not officially announced a decision, the Associated Press reported on Nov. 13 that New York will expand


Medicaid (Office Gov. Cuomo release, 6/28; Grant, North Country Public Radio, 7/27; Delli Santi/Mulvihill, AP/San Francisco Chronicle, 11/13).


PARTICIPATING (25 states and the District of Columbia)


Arizona*: Gov. Jan Brewer (R) in her 2013 State of the State speech, delivered on Jan. 14, announced that Arizona will participate in the Medicaid expansion, which would extend health care services to


an estimated 300,000 more state residents. Brewer noted that the expansion plan will "include a circuit-breaker that automatically" would reduce enrollment if federal reimbursement rates decrease.


Brewer was expected to offer further details of the plan in her budget proposal, which is subject to approval by the Republican-controlled Legislature (Christie, AP/Sacramento Bee, 1/14;


Sanders/Wingett Sanchez, Arizona Republic, 1/14; Fischer, Sierra Vista Herald, 1/14; Safier, Tucson Citizen, 1/14).


Arkansas: Gov. Mike Beebe (D) on Sept. 11 said he planned to participate in the Medicaid expansion, the Associated Press reports. According to the AP, Beebe agreed to participate in the expansion


after officials assured him the state could opt out later if it faces a financial crunch. Beebe said, "I'm for it. I think it's good for our people because it's helping folks that don't have insurance now that are


working their tails off. They're not sitting on a couch somewhere asking for something" (Brantley, Arkansas Times, 9/11).


California: Gov. Jerry Brown (D) in a statement on June 28 said the Supreme Court’s ruling “removes the last roadblock to fulfilling President Obama’s historic plan to bring health care to millions of


uninsured citizens.” California got a head start on expanding its Medicaid program in November 2010 with its “Bridge to Reform” program, which aimed to bring at least two million uninsured


Californians into Medicaid (Office of Gov. Brown release, 6/28; DeBord, “KPCC News,” KPCC, 6/28).


Colorado*: Gov. John Hickenlooper (D) on Jan. 3 announced that his state will participate in the expansion. In a news release, his office said the move would extend Medicaid coverage to about


160,000 low-income residents and save Colorado an estimated $280 million over 10 years without affecting the state's general fund (Stokols, KDVR, 1/3; Wyatt, AP/Denver Post, 1/3).


Connecticut: Gov. Dannel Malloy (D) was among the first governors to sign up for the Medicaid expansion after the ACA was enacted in March 2010. Soon after the Supreme Court ruling on June 28,


Malloy said “it’s great … [and a] very important decision for the people of Connecticut. 500,000 people would have lost coverage if Republicans had their way” (Davis, WTNH, 6/28).


Delaware: Gov. Jack Markell (D) in a statement on June 28 said, "The Supreme Court's ruling enables Delaware to continue to implement provisions of the Patient Protection and Affordable Care Act to


provide access to health care benefits for Delawareans." He added, "On the Medicaid front, Delaware already voluntarily expanded the state's Medicaid coverage program in 1996 to cover many


Delawareans not previously covered" (Office of Gov. Markell release, 6/28).


District of Columbia: D.C. Mayor Vincent Gray (D) in a statement on June 28 said, "The District is not at risk of losing any Medicaid funding as a result of this ruling, because District officials have


already begun implementation of the ACA's Medicaid-expansion provisions and will continue to implement the expansion" (Executive Office of the Mayor release, 6/28).


Florida*: Gov. Rick Scott (R) on Feb. 20 announced that the state will participate in the ACA’s Medicaid expansion, citing HHS’s conditional support for a waiver to shift most of the state’s Medicaid


beneficiaries into a managed-care program. However, Scott said that Florida would only participate in the expansion for three years before reevaluating the decision. Supporters of the ACA heralded


Florida’s shift as a major reversal; Scott mounted his successful campaign for governor in 2010, in part, by being one of the nation’s foremost critics of President Obama’s planned health reforms


(Kennedy/Fineout, Associated Press, 2/20; Office of Gov. Scott release, 2/20).


Hawaii: Gov. Neil Abercrombie (D) in a statement on June 28 welcomed the Supreme Court's ruling and said the ACA "is our ally" in the effort to "support a health care system that ensures high quality,


safety and sustainable costs." Pat McManaman, director of the state Department of Human Services, said Hawaii's Medicaid eligibility requirements in July would fall in line with the law' guidelines,


meaning an additional 24,000 people will be eligible for the program by 2014 (Office of Gov. Abercrombie release, 6/28; Garcia, AP/CBS News, 6/29).


Illinois: Gov. Pat Quinn (D) on June 28 praised the court's decision and said he "will continue to work with President Obama to help working families get the healthcare coverage they need," including


expanding Medicaid (Office of the Governor release, 6/28; Thomason, Rock River Times, 7/3; Ehley, Fiscal Times, 8/20).


Maryland: Gov. Martin O'Malley (D) in a statement on June 28 said the Supreme Court's decision "gives considerable momentum to our health care reform efforts here in Maryland," adding that the


state will move forward to implement the overhaul (Office of the Governor release, 6/28).


Massachusetts: Gov. Deval Patrick (D) in late June said Massachusetts is "an early expansion state as you know and we're expecting further resources from the federal government to sustain the


experiment here in Massachusetts." Patrick called the ruling "good news for us" (Walker, YNN, 6/28).


Michigan*: Gov. Rick Snyder (R), in a statement released on Feb. 6, announced that his fiscal year 2014 budget proposal includes a plan to expand the state’s Medicaid program under the Affordable


Care Act. The plan would extend Medicaid benefits to about 320,000 eligible residents. Snyder said the plan contains safeguards that will ensure the financial stability of the program and protect


against changes in the government’s financial commitment to the expansion (Office of Gov. Snyder release, 2/6).


Minnesota: Gov. Mark Dayton (D) said in a statement on June 28 said, "Today's ruling will be met with relief by the Minnesotans whose lives have already been improved by this law." Dayton in 2011
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used federal money to expand Medicaid early to 84,000 adults with annual incomes below $8,400 (Lohn, AP/San Francisco Chronicle, 6/28).


Missouri: Gov. Jay Nixon (D) on Nov. 29 announced that Missouri will participate in the Medicaid expansion. Nixon said he will include the expansion in the state budget proposal he submits to


lawmakers. "We're not going to let politics get in the way of doing the best thing for our state," he said (Crisp, "Political Fix," St. Louis Post-Dispatch, 11/29).


Montana: Gov.-elect Steve Bullock (D) -- who takes office on Jan. 7 -- on Jan. 4 announced several changes to outgoing Gov. Brian Schweitzer's (D) two-year budget recommendations, but retained the


proposal to expand Medicaid. During a news conference, Bullock said the Medicaid expansion is part of his "Access Health Montana" plan to increase health care coverage for more Montana families.


(Johnson, Billings Gazette, 1/5; Johnson, Montana Standard, 1/5).


Nevada*: Gov. Brian Sandoval (R) on Dec. 11 announced that the state will participate in the Medicaid expansion. "Though I have never liked the Affordable Care Act because of the individual mandate it


places on citizens, the increased burden on businesses and concerns about access to health care, the law has been upheld by the Supreme Court," Sandoval said in a statement, adding, "As such, I


am forced to accept it as today’s reality and I have decided to expand Nevada’s Medicaid coverage" (Damon, Las Vegas Sun, 12/11).


New Jersey: Gov. Chris Christie (R) in his Feb. 26 budget address announced that New Jersey will participate in the Medicaid expansion. The ACA provision is expected to extended Medicaid coverage


to about 300,000 uninsured New Jersey residents (Delli Santi, AP/San Francisco Chronicle, 2/26).


New Hampshire: Gov. Maggie Hassan (D) in her Feb. 14 budget address said that New Hampshire will opt into the ACA's Medicaid expansion because "it's a good deal...[that will] allow us to save


money in existing state programs, while increasing state revenues." A state report estimates that the expansion will cost New Hampshire about $85 million through 2020, but will bring in $2.5 billion in


federal funds and help reduce the number of uninsured residents from roughly 170,000 to 71,000 (Ramer, AP/Seacoastonline.com, 2/14)


New Mexico: Gov. Susana Martinez (R) on Jan. 9 announced that her state will participate in the Medicaid expansion, which potentially could extend health coverage to nearly 170,000 additional low-


income uninsured residents. Martinez noted that contingency measures will be established if federal funding for the expansion diminishes, which would mean scaling back the expansion by dropping


newly covered beneficiaries from the Medicaid rolls (Massey/Montoya Bryan, AP/Santa Fe New Mexican, 1/9; Schirtzinger, Santa Fe Reporter, 1/9; Reichbach, New Mexico Telegram , 1/9).


North Dakota*: Gov. Jack Dalrymple (R) in January said the politics associated with the ACA should not prevent North Dakota from participating in the Medicaid expansion. He is supporting a bill that


would allow the state health department to access federal funds allocated through the ACA. Dalrymple also said he will include the expansion in his budget proposal and that members of his staff will


testify in favor of the expansion before state lawmakers (Jerke, Grand Forks Herald, 1/12). 


Ohio*: Gov. John Kasich (R) on Feb. 4 announced that the state will be participating in the Medicaid expansion, the Cleveland Plain Dealer reports. He made the announcement in his two-year budget


announcement, but warned that Ohio would "reverse this decision" if the federal government does not provide the funds it has pledged to the expansion (Tribble, Cleveland Plain Dealer, 2/4).


Oregon: Gov. John Kitzhaber (D) said on June 28 that he is confident that the Oregon Legislature will approve a state Medicaid decision. In an interview with the Oregonian just hours after the Supreme


Court issued its ruling on the ACA, Kitzhaber said, "We'll make a decision on whether or not to expand the Medicaid program really based on, I think, the resources we have available in the general fund


for that purpose going forward" (Budnick, Oregonian, 6/28).


Rhode Island: Gov. Lincoln Chaffee (I) in a statement on his website on June 28 said, "I have fully committed to ensuring Rhode Island is a national leader in implementing health reform whatever the


Supreme Court decision, and this just reinforces that commitment." According to Steven Costantino, the state's secretary of health and human services, "The expansion is easy to do and makes


sense." Moreover, on July 12, USA Today reported that Chaffee planned to participate in the expansion (Chaffee statement, 6/28; Wolf, USA Today, 7/12; Radnofsky et al., Wall Street Journal, 7/2).


Vermont: Gov. Peter Shumlin (D) on June 28 said Vermont's Medicaid program already meets the requirements under the health reform law's Medicaid expansion (Steimle, WCAX, 7/1).


Washington*: In an email responding to a query by American Health Line, Karina Shagren—a deputy communications director in Gov. Chris Gregoire's (D) administration—in early July said "the


governor supports the Medicaid expansion—and Washington will move forward." U.S. Rep. Jay Inslee (D)—who supports the expansion—was elected governor on Nov. 6 (Shagren email, 7/5;


Washington Secretary of State website, 11/12).


UNDECIDED/NO COMMENT (6 states)


Indiana*: Gov. Mitch Daniels (R) in a statement on June 29 said, "Any decision to expand Medicaid in 2014 is entirely the province of the next General Assembly and governor." U.S. Rep. Mike Pence (R)


was elected governor on Nov. 6. In a position statement earlier this year, Pence noted that the Medicaid expansion would double "down on an already broken and unaffordable Medicaid system."


Addressing the Affordable Care Act as a whole, he wrote, "I believe the State of Indiana should take no part in this deeply flawed healthcare bureaucracy" (Office of Gov. Daniels release, 6/29; Pence


letter).


Kansas*: Gov. Sam Brownback (R), who has been a vocal opponent of the Affordable Care Act, has not stated whether to opt in or out of the Medicaid expansion, the Associated Press reported on Nov.


9 (AP/NECN, 11/9).


Tennessee: Gov. Bill Haslam (R) has not decided whether Tennessee will participate in the Medicaid expansion. However, two lawmakers—Sen. Brian Kelsey (R) and Rep. Jeremy Durham (R)—


already have committed to introducing legislation that would block expansion, and the state's new Republican supermajority in the General Assembly means such a bill could pass (Bohs, "Bohs


Column," The Jackson Sun, 11/9).


Utah*: In an email responding to a query by American Health Line, Nate McDonald—public information officer for Gov. Gary Herbert (R), who won re-election in the state's gubernatorial race in


November 2012—said "[n]o official decision" has been made on the Medicaid expansion (McDonald email, 11/9).


Virginia: The House of Delegates and Senate on Feb. 23 amended the state budget to include the ability to expand the state's Medicaid program. According to the Richmond Times-Dispatch, the move


gives "a green light" to talks between state and federal officials over flexibility in the Medicaid program. Although Medicaid expansion supporters have hailed the legislative action as a victory, Gov. Bob


McDonnell (R) on Feb. 23 said, "As long as I'm governor, there's not going to be any Medicaid expansion unless there is sustainable, long-lasting, cost-saving reforms" (Martz, Richmond Times-


Dispatch, 2/24).


West Virginia: Gov. Earl Ray Tomblin (D) in a statement on his website on June 28 said, "We know what the law is but as I've said before, I will continue to do what is best for West Virginia … We're


going to review the Supreme Court's ruling, and work with our federal delegation on how we move forward." In the state's gubernatorial race in November 2012, Tomblin was re-elected (Office of Gov.


Tomblin release, 6/28; AP/Marietta Times, 11/7).
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