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Medicaid Services Operating Budget Comparison FY2019-FY2023 (in thousands)
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FY2023 Medicaid

FY2023 projection: $72.0 million shortfall if no cost containment actions are taken

Cost containment activities (Public Consulting Group recommendations and other)
« $17.0 million projected to be captured once Medicaid eligibility redetermination can resume

$6.5 million — Implementation of Section 1945 Health Homes

$3.5 million — Pay for Performance for Hospitals

$4.6 million — Implementation of Indian Health Service (IHS) reclaiming by the Administrative

Services Organization

$31.6M of cost containment activities

$45.0M increment request (allows for $4.6M flexibility for implementation challenges)
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FY2023 Medicaid — if enhanced Federal Medical
Assistance Percentage is extended for one quarter of FY2023

FY2023 projection: $54.5 million (original $72.0 million offset by $17.5 million for enhanced FMAP)
shortfall if no cost containment actions are taken

Cost containment activities (Public Consulting Group recommendations and other)
« $12.8 million projected to be captured once Medicaid eligibility redetermination can resume

$6.5 million — Implementation of Section 1945 Health Homes

$3.5 million — Pay for Performance for Hospitals

$4.6 million — Implementation of Indian Health Service (IHS) reclaiming by the Administrative

Services Organization

$27.4 million of cost containment activities
$45.0 million increment request (allows for additional flexibility for implementation delays caused by the

extension of the Public Health Emergency)
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FY2023 Medicaid

« $17.0 million GF projected to be captured once Medicaid eligibility redetermination can
resume

« During the public health emergency (PHE), the state received 6.2% enhanced Federal Medical Assistance
Percentage (FMAP) in exchange for maintaining all Medicaid enrollees (with limited exceptions)

« At the conclusion of the federally declared COVID PHE, complete a review of all current Medicaid
enrolliment files to identify ineligible cases. Savings estimate based on Urban Institute post-PHE report and

other state third-party data matching experience.
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FY2023 Medicaid

« $17.0 million GF projected to be captured once Medicaid eligibility redetermination can
resume

Potential Cost Savings
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FY2023 Medicaid

« $6.5 million GF — Implementation of Section 1945 Health Homes

» Provides authority for care coordination initiatives within fee-for-service payment system while
engaging care entities to perform specific services at 90% FMAP for eight quarters. Targets
people with chronic conditions.

«  Community Health Centers (CHCs) say they are ready and willing partners to do this. Converting
the Providence initiative to a Health Home would convert 90% of care fees to federal.

« This is a state plan option and may be implemented regionally. The State may establish provider
eligibility standards by region.

Steps to Implementation:

» Draft and submit a State Plan Amendment (SPA) to the Centers for Medicare and Medicaid
Services (CMS)

« CMS reviews and approves SPA

« Update regulations (concurrent with CMS review period)

Begin to realize savings: As soon as possible pending CMS approval and adopted regulations
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FY2023 Medicaid

$3.5 million GF — Pay for Performance for Hospitals

« Establish authority under the State Plan for the annual hospital rate setting method to include a
budget adjustment factor that effectively manages cost growth to and incentivizes hospital
efficiency.

« Pair the Budget Adjustment Factor with Quality based payments to incentivize both resource
efficiency and positive patient outcomes. Possible pay for reporting in Year 1.

« Plan for Transitioning to Rate Methods that Weigh Resource Utilization: This would include
Diagnostic Related Groupers (DRGs) for inpatient and Ambulatory Patient Groupers (APGs) or
Enhanced Ambulatory Patient Groupers (EAPGs) for outpatient.

Steps to Implementation:

» Draft and submit a State Plan Amendment (SPA) to the Centers for Medicare and Medicaid
Services (CMS)

 CMS reviews and approves SPA

« Update regulations (concurrent with CMS review period)

Begin to realize savings: As soon as possible pending CMS approval and adopted regulations
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FY2023 Medicaid

« $4.6 million GF — Implementation of Indian Health Service (IHS) reclaiming by the

Administrative Services Organization (ASO)

* |HS reclaiming has not been submitted for Medicaid claims processed by the Administrative
Services Organization (processing claims for the 1115 Behavioral Health Waiver)

« ASO initially focused on ensuring smooth onboarding and prompt payments to providers

« CMS allows retroactive claiming for the current quarter and the previous seven quarters

Estimated Effective Date: Begin processing April 1, 2022

Approval Required: Does not require approval from the Centers for Medicare and Medicaid Services
(CMS)
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Medicaid Spending — Actuals and Projected

Spending on Medicaid Services — Actual and Projected
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Source: Analysis by Evergreen Economics of data provided by the Medicaid Budget Group.
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Spending on Medicaid Services, Enrolilment in the Medicaid Program, and
Recipients of Medicaid Services, By Date of Service, FY2012 — FY2021

m State Funds mw Federal Funds a=Enrollees e=f==Recipients
$2.5

- 250,000

$2.0

- 200,000

$1.5

- 150,000

$1.0 -

Annual Unduplicated Count of
Medicaid Enrollees and Recipients

- 100,000

Spending on Medicaid Services, Billions $

30.5 1 - 50,000

$0.0 -

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Source: Analysis by Evergreen Economics of data provided by the Medicaid Budget Group.

11 Tuesday, March 15, 2022



Between FY13 FnlBud and FY23Gov:

-- UGF increased by $0.5 million (0.1%)

-- DGF decreased by $1.9 million (-82%)

-- Other funds increased by $6.4 million (45%)

-- Federal funds increased by $798.6 million (84%)

Medicaid Services Appropriation

All Funds
(includes supplementals)
($ millions)

COVID-19: Congress approved an additional 6.2% to the Federal
Medicaid Assistance Percentage (FMAP) during the public health
emergency which has resulted in UGF savings to the State (the
enhanced FMAP is currently set to expire 6/30/2022). The
program lapsed $59.1 million UGF in FY20 and $87.6 million
UGF (estimated) in FY21, however, that trend is projected to
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Comparison of UGF Medicaid Expenditure Projections (Smillions)

Cumulative
Difference,
FY22 FY23* FY24 FY25 FY26 FY27 FY28 FY29 FY30 FY31 FY22-FY31

Governor's 10-Year Plan 610.6 656.0 656.0 662.6 669.2 6759 6826 689.5 696.4 703.3

Percent Change From Prior Year 7.4% 0.0% 1.0% 1.0% 1.0% 1.0% 1.0% 1.0% 1.0%

Projections based on MESA

Growth Rates** 610.6 656.0 696.7 7399 785.7 8345 867.0 900.8 9359 9724

Percent Change From Prior Year 7.4% 6.2% 6.2% 6.2% 6.2% 3.9% 3.9% 3.9% 3.9%

Annual Difference Between MESA

Growth Rate and 10-Year Plan 0.0 0.0 40.7 77.3 116.6 158.6 1844 2113 239.6 269.1 1,297.5

*UGF Medicaid expeditures increased by 7.4% from FY22 to the FY23 Governor's proposed budget

**Estimate applying Medicaid Enrollment and Spending in Alaska (MESA) report's implied 5-year average growth rates to FY23 Governor's
proposed budget. Evergreen Economics projections imply 6.2% average annual growth from for FY22-FY27 and 3.9% from FY27-FY32. The
MESA report projects a 4.2% annual average for the entire 20-year period of FY22-FY42.

Comparison of UGF Medicaid Expenditure Projections
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e Governor's 10-Year Plan Projections based on MESA Growth Rates**
The purpose of the MESA forecast is to serve as a benchmark and inform the Alaska Legislature and DHSS of the projected long-term trends in

Medicaid enrollment and spending under the assumption that the current mix of Medicaid services remains constant and that eligibility criteria
do not change. The forecast does not assume or consider possible future changes in Medicaid policies, services offered, or eligibility

requirements.
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