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FISCAL NOTE

STATE OF ALASKA BILL NO. HJR 52
1994 LEGISLATIVE SESSION
Revision Date: 01/26/94 Dept. Affected: Health and Social Services
Title: Federal share of Medicaid Costs BRU: Medical Assistance Administration
for Alaska Component; All components
Sponsor: Reps. Nordlund. Brice, Foster, ...
Requestor: COMPONENT SERIAL NO. 2<2 243, 24-t, 1226. 1434, 1822, 1y/T

(Thousands of Oollarsl
FY97 FY98
0.0 0.0

Expenditures/Revenues:

OPERATING FY95 FY96
PERSONAL SERVICES 0.0 0.0
TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPNVENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGES IN REVENUES

(Thousand of Oollarsl
0.0 0.0 0.0

FUND SOURCE

1002 Federal Receipts 0.0
1003 GF Match

1004 GF

1005 GF/Program Receipts

1006 GF/MHTIA

Other

TOTAL 0.0 0.0 0.0 0.0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year (FY94) impact:

ANALYSIS: (Attach a separate page if necessary)

FY99 FYOO
0.0 0.0
0.0 0.0
0.0 0.0
0.0 0.0

Revised Alaska specific formula would increase Federal matching funds for Medicaid. If Congress accepts the Alaska specific
federal match rate formula requested in the resolution, Alaska assistance programs that rely on this formula would realize

an increase in federal match in exces; of 40 million dollars.

Prepared by: Kimberly B. jlusch Phone:

Division: Medical Assistance m” Date:
/f. zN-e_

Approved by Commissioner: MarrrareFR. Lowe, M.Ed., Ed.S. Date:

Agency: Department ol Health & Social Services

465-3355
01/27/94
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PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISL* .VE OFFICE

For further distribution information call the Governor'rLegislative Office
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HOUSE COMMITTEE REPORT

(9)

Date Referred: January 21, 1994

Date of Committee Action: 5 (5 h r

FURTHER REFERRALS:

The HEALTH. EDUCATION AND SOCIAL SERVICES Committee considered: HJR 52

HOUSE JOINT RESOLUTION NO. 52

DETERMINING FEDERAL SHARE OF MEDICAID

Urging the Congress to amend the Social Security Act so that the higher cost of living in Alaska is reflected
when the per capita income of the state is used as a factor in determining the federal share of Medicaid costs.

RECOMMENDATIONS:
be replaced with

[ J have attached amendments(s)
[ ] do pass

[ ]do not pass

[ 1 no recommendations

i1 individual recommendations

[ ] additional referral to the

ADOPTS:

ATTACHES NEW FISCAL NOTEC(s):

[ ] fiscal impact

letter of Intent

[>] zero fiscal note Wa-SS

[ ] the same title
I 1a new title

Committee

APPROVES PREVIOUS: (Depi/Daii)
[ 1 fiscal note(s)

[ ] zero fiscal note(s)

CHAIRMAN'S SIGNATURE
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SPUNSOH REMARKS (PUB ) : IESII.MONY :Y ALLOWED 5 MINUTE LINT
H? 356 WILL NOT BE THE FIRST BILL ON THE CALENDAR
TESTIMONY WILL BE IAKEN WITH A 5 MINUTE LIMIT<
TON REQUESTED ON 06/03/94 AND HAS 7 UPDATES
e AGENDA ###>
1 HB 666 LIVING WILLS AND MEDICAL CARE ORDERS
2 HB 306 STUDENT LOAN PROGRAM
n e« PARYVJC IPATING LJOS
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2 MS. BRENDA STEENBLOCK SENIOR CITIZENS OBSV. HB 356
5935 SVEDLUND SI HOMER Ak 99603 <907 >235-7675
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4 MARJORIE MCELOOWNEY R .N. SEWARO HOSPITAL OBSV . HB 356
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5 DOREEN BOOTH SEWARD HOSPITAL OBSV . KB 056
PO BOX 365 SEWARD AK 99664 (987)224-5285
4 LINDA SWENSON RN SEWARD HOSPITAL TSFY . HB 356
PO BOX 365 SEWARD AK 99664 (987)224-5285
< MS - ELLEN 0 1BRIEN SEWARD HOSPITAL OBSV . HB 356
PO BOX 365 SEWARD AK 99664 (987)224-5285
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° MR- RI1CHARD JONES.(DIRECTOR) SGH RBHC WR6CC TSFY . HB 356
PO BOX 361 SEWARD AK 99664 (987)224-5241
i0 OOROTHY LOCKE SPRING CREEK CC OBSV * HB 356
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H/HESS ROLL CALL FORM

BILL DATE e«SVSYW
TAPE numeer N\D
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Cw$ \\'V fcP:

MEMBER

Rep. Cynthia Toohey
Rep. Con Bunde

Rep. Gary Davis
Rep. Al Vezey

Rep. Pete Kott

Rep. Harley Olberg
Rep. Bettye Davis
Rep. Irene Nicholia
Rep. Tom Brice

TOTAL Jo- 2=,
BILL DATE _
TAPE 94- NUMBER

SUBJECT OF VOTE

MEMBER YEA NAY ABS

Rep. Con Bunde

Rep. Gary Davis
Rep. Al Vezey

Rep. Pete Kott

Rep. Harley Olberg
Rep. Bettye Davis
Rep. Irene Nicholia
Rep. Tom Brice

Rep. Cynthia Toohey

TOTAL
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Alaska State Legislature

716 W. Fouxth Ave. .
Anchorage, Alaska 99501-2133 House Of Representatlves district 11:
258-8191
Sand Lake
W hile in Session:
Alaska State Capitol Spexard
Juneau, Alaska 99801-1182 Taku-Campbell
465-4968

Representative Jim Nordlund
SPONSOR STATEMENT

HJR 52 urges the amendment of the Social Security Act to increase
federal funding for Alaska's Medicaid program. Currently, the federal
government sets its medical assistance percentages based on each state’s
per capita income. Those percentages range from 50% to 79%, with
Alaska’s matching rate set at only 50%.

We all know that Alaska's per capita income appears high until you
consider our high cost of living and medical care. An American Chamber of
Commerce study shows that health care costs in Anchorage, Fairbanks,
Juneau and Kodiak are between 171 and 190% of the national average.

The federal government already takes into account these higher costs
by adjusting our poverty guidelines up 25%. Medicare regulations also
recognize the higher cost of health care by providing a funding adjustment
of 25% for nursing facilities in Alaska.

Amending the Social Security Act to include a similar 25%
adjustment in the federal medical assistance formula would increase the
percentage for Alaska's medicaid program to 62%. This would mean an
additional $31,000,000 in federal funding and would require no increase in
state General Fund dollars. The savings could be used for other state
purposes while Alaska residents in need of Medicaid would still receive
the care they need.

An increase in the Federal Medical Assistance Percentage would also
increase funding for aid to families with dependent children, foster care
assistance and the JOBS program (Job Opportunity and Basic Skills).

Since Medicaid eligibility is determined according to each state's
poverty level, the 25% federal adjustment to Alaska's poverty guidelines
increases the number of people we have to cover. This is unfair. On one
hrnd the feds tell us we have to cover these individuals, and yet they
don't give us the additional assistance to make it equitable. Given the
state's current financial situation, it seems that now is the time to request
our fair share.

SPONSOR STATEMENT



Position Paper

A resolution urging the Congress to amend the Social Security
Act so that the higher cost of living in AlasKa is reflected
when the per capita income of the state is used as a factor in
determining the federal share of Medicaid costs.

POSITION

The Department of Health and Social Services strongly supports
House Joint Resolution No. HJR 52 which urges Congress to
amend the Social Security Act so that the higher cost of
living in Alaska is reflected in the formula used to calculate
the Tfederal financial contribution for programs including
Medicaid and Add to Families with Dependent Children.

Historically, the federal law has mandated a formula which
uses a cost of living differential to set a higher poverty
level for Alaska. This has the effect of mandating a greater
number of eligibles for such programs as Medicaid and Aid to
Families with Dependent Children. The federal law fails to
specify the use of a cost of living differential to establish
the match rate for federal Tfinancial contributions to these
same programs. The result is that Alaska receives in excess
of 40 million dollars less in federal dollars every year than
the amount that we believe an equitable formula would provide

to us.

All of the current health care reform proposals except the
Chaffei Bill employ the same federal match rate formula.
Passage of these proposals will Tfurther exacerbate the
financial burden to Alaska. Senator Stevens instigated the
inclusion of this Alaska-specific language in the Chaffee
Bill. This was a very important step that we believe must be
taken further. The Social Security Act must be amended this
year to include this Alaska specific language.

We support Representative Nordlund®s resolution to encourage
this action by our Congressional delegation.

Recommended by: (f <4 *. $  Ir)nr N
Kimberly Busch
Director

Division of Medical Assistance

Date : 1 - ~ 1 - fY

- -pproved by:
Margaret7R . Lowe , M .Ed ., Ed .S,

Commissioner

Date 9¥

POSITION PAPER - H&SS
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Medicaid Services
Reduced To Meet
Budget Constraints

R eductions in Medicaid services

were implemented this fall
because FY93 medical payments
exceeded projections, the FY94
medicaid budget request was not fully
funded by the legislature and, some
one time costs were incurred through
legal settlements.

Medicaid, an “entitlement program"
created by the federal government to
provide medical service for low-income
citizens, is funded jointly by a state
and federal match formula. The
program is intended to help those who
are elderly, blind, or disabled, and
families with dependent children who
do not have sufficient money or
insurance coverage to pay for health
care.

The Division of Medical Assistance
is limidng the services it pays for in
the following ways:

Increases for inflation adjustments for
physicians and dentist fees and for
residential psychiatric treatment facility
services will not be made; and
payments to doctors who assist in
surgery will be reduced;

The amount paid to some
transportation providers will be capped;
Payment for growth hormones will
only be made if the treatment is

prescribed by a board-certified
endocrinologist to address certain
specific medical needs;

The maximum number of
chiropractic visits paid for in one year
will be reduced from 24 to 12 and
payment for x-rays to chiropractors will
be limited to one x-ray per year instead
of the current three; and,

Prior approval will be required for
magnetic resonance imaging (a
diagnostic service similar to x-rays).

"In keeping with our mission, we
want to ensure access to medical care
by low income Alaskans who meet
regulatory eligibility and medical need
requirements,” said Kim Busch,
Director of the Division of Medical
Assistance. “To that end, the Division
reduced expenditures through program
changes which limited rather than
eliminated optional Medicaid services
or eligible groups.”

HSS LINE

WINTER 1993

Featured speaker Burdena Pasenelli, Special 'gent in charge of the Federal Bureau of Investigations (FBI),
Alaska meets with students at McLaughlin during Red Ribbon Week.

D

Botulism_\n Aldaka::fs:?r~-- V"b.'..
a r* oW ee rttii-L <
- Division of Public'HcaltAJ Sectiono f / / if
Epidemiology™P.0. Bar 240249,'Asukorage, T'1-i?
AK 995240249.:"/
T - Ti-tA
The-Alaska Division of Public-vAvT-

Health,' the Arctic Irivesdganons
Program, of the US. Centers. foc.-.'|&Tj;;
Disease. Controland Prevention,: and.--
the. Alaska-Area’ NativetHealth-*K:
Service of the.U.S Indian Health ":br-\:
Service have.produced this: o
monograph.to;give Alaska-healthm
' caie-providers .anup-to-date.summary

of botulism in. Alaska." -T.

winTER 1993

Deputy Commissioner Mel Krogseng
ligning Memorandum of Understanding
hetween the Division of Public Health's
Alaska Cancer Prevention and control
program and the American Cancer
Society, Alaska Division Cancer.

TBotulism-m /A IMIfe

;.. :A Guido'for Physicians ond L"i

Health Caro Providers ‘1 :

V-V



FEDERAL MEDICAL ASSISTANCE PERCENTAGE
(FMAP)

T HE FEDERAL B UD G ET FO R THE M ED IC A ID PRO G R AWM WAS A PPRO X IM A TELY

THE FEDERAL SHARE OF M EDICAID IN ALASKA FOR THAT PERIOD W AS §107.700.C00, 0R

L ESS T H AN $ 1 0 F EV ERY $§1000 IN THE FEDERAL B U DG ET
T H E PR O PO SETD ADJU STM ENT TO THE FM AP FO R A LA S KA W 0 U LD IN C R EA SE FEDER AL
FUNDING F O R M ED IC A ID I'N A LA S KA B Y A B O U T 530 M ILLIO N & 0R 10 C ENTS FO R EV ER Y

SHOWSTHECOSTOFUV\NGFOR4COMMUN\T\ES\NALASKAWH\CHRANGEBETWEEN

M ED IC ARE REGULATIO NS RECOGNIZE THE HIGHER CO0OSTS 0 F HEALTH C ARE IN A LA SKA

B Y PR OV IDING A FUNUDING ADIJUSTM ENT O0OF 25% FOR NURSING FACILITIES IN THE STATE

ELIG IB ILIT Y FO R M ED IC A ID IS B A SED IN PART 0O N FEDERAL PO V ERTY G U ID ELIN ES

ESTABLISH ED B Y THE U. S$. DEPARTMENT 0 F HEALTH A N D H U M AN S ERUV ICES

PO V ERTY G U ID E L IN E S FO R THE ST ATE 0 F A LA SKA A R E A D JU STETD u r B Y 25 %

A CCO RDING TO THE FEDERAL REGISTER ToO REFLECT THE HIGHER CO0OST O0F LIVING IN

THE AFDC , FO STEHR C ARE A ND JO BS PRO G RAMS

A D JU STIN G THE FM AP FOR A LASKA W ILL H AV E NO IM PACT 0N THE FM AP FOR 0 T H ER

FEDERAL MEDICAL ASSISTANCE PERCENTAGE (FMAP)
LPiPI QHH E8-SI



FACTSHEET IN SUPPORTOFTHE FMAP ADJUSTMENT

Sections 1101(a)(8)(B) and 1905(b) of the Social Security Act establishes for each state
participating In the Medicaid program afederal matching rate known as the Tederal Medical
Assistance Percentage" or FMAP. The FMAP is that percentage of the state's Medicaid
expenditures paid by the federalgovernment The matching rate Is established on the basis
of the ratio between each state's per capita Income and the per capita Income of the United
States. The Intent behind these sections is to assure that states that are poorer In relation to
other states will be required to bear a lesser share of the burden of their Medicaid
expenditures, with the federal government picking up a larger share. Currently, federal
matching rates range from 50% to 79%.

Alaska Is unfairly disadvantaged by the current statutory formula. For Alaska the current
FMAP rate 1s50%, aresult of the fact that the Alaska per capita income looks very high In
comparison to the per capita Incomes of the lower 48 states. However, a simple comparison
of per capita income fails to take Into account the dramatically higher cost of living and of

medical care In Alaska.

Currently Medicare regulations recognize the higher costs in Alaska by providing for an
adjustment of 25% for nursing facilities in Alaska. Federal poverty guidelines are also
adjusted by 25 %for Alaska. The statutory provisions that determine federal matching rates
by reference to state per capita Income should incorporate a similar cost of living adjustment,
so that thelhare ofthe Medicaid expenditure burden borne by Alaska will be comparable to
that of states where resldentsjuUh-lower per capita Incomes also benefit from significantly
lower living costs.

The attached legislation to amend sections 1101(a)(8)(B) and 1905(b) would employ an
"adjusted per capita Income" (per capita Income diulded by 1.25) to compute the federal
matching, FMAP, for Alaska.

WIS69WO08 'ON Xtf3 30NVISISSy IyOIdHH 6E:frl (BJ1 £8-31-030
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L M EDIC AL A SSISTANTCE PERTCENTAGE (FM AP

P IS CALCUTLATED ACCOT RDING TO A FORMUTLA BASED ON PER CAPITA INCO M
IN DIV ID U AL STATE IN RELATION TO THE PER CAPITA INCOMTE OF THE UNITED
M U LA IS DEFINED IN THE S$0TCIAL SECURITY ACT UNDER SECTIO N 1101 (a)(8)(B)

T 10 N 1905 (b)

IS D EFIN ED IN THE S$SOCIAL SECURITY ACT SECTIO N 1101 (a)(8)(B) AND S§SECTIO N

(STATE PER CAPITA 1 NCOME)2 6\
oot el S NN

Population figures arefrom the U .S. D epartm entofCom m erce-1U .S Census B ureadu

Incom e figures are 'personallinconm . *which Indudes in con ¢ ¢erived tron stlsouvrces

D ata Is from the U .S D epartm ent of Commerce-B8ureau of Econom ic Analysis

N TS M ADE TO THE FM AP W ILL IM PACT THE FEDERA AL FUNDING AV AILAGBLE TO
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FY 1994 Federal Financial Participation

Proposed FMAP Increase for Alaska

AFDC «Program

Total Eligible for Federal Match $113,600,800
Federal Match @ Proposed Rate 70.432.400
Federal Match @ Current Rate e e s
Proposed Federal Fund Increase 13,632,000
Medicaid - Program

Total Eligible for Federal Match $258,035,000
Federal Match @ Proposed Rate 159,981,700
Federal Match @ CurrentRate i ais s
Proposed Federal Fund Increase 30,964,200
AFDC & Medicaid Increased Federal SFY 94 Budget $ 44.596.200
Funds

The $44.5 million dollars represents an Increase in federal funds to the State of Alaska
Medicaid and AFDC programs. This estimation Is based on the state FY 94 budget. If the
proposed change to the FMAP calculation would pass and be effective for FY94, it would
mean thatfederal participation for funding the Alaska Medicaid and AFDC programs would
Increase by the $44.5 million, which would reduce the state portion of the Alaska Medicaid
budgetby $30,9 million forFY 94 and reduce state expendituresfor AFDC by $13.6 million.
That Is, overall the state budget for the programs would not change, but the federal
participation would Increase, thereby dec-easing the state GF expenditure

WISEOW.06 'CN XVJ 30NV1SISSU lyQIQHH Ofrw QBH £6-31-330



This letter Is to update you with additional Information in support of the change we would
like to propose to the Social Security Act regarding the Federal Medical Assistance
Percentage (FMAP), the federal matching for Medicaid and other programs. Atthis time we
would like to share with you the results of our continued research and other efforts to bring
equity to the matching formula for the states of Alaska and Hawaii.

On December 12,1991 Congress passed the Medicaid Voluntary Contribution and Provider
Specific Tax Amendments of 1991. This law was enacted to establish new limitations on
Federal Financial Participation (FFP) when states receive funds donated from providers and
revenues generated by certain health care related taxes. This legislation was conceived in
response to financing methods developed in some states as a method of shifting the burden
of Medicaid financing to Increase Federal participation, a practice labeled as "a financing
scaml and 'sleight of hand” by OMB Director, Richard Darman.

Currently there are at least 29 states operating 34 different provider tax or donation programs
which cost the federal government $6.8 billion INnFY 92. The George Washington University
publication "State Health Notes™ begins Its June 29 issue with the headlines "lllinois Explores
New Provider Tax; Other States May Follow". The lead article states that Illinois Governor
Jim Egan has decided to press the issue with the new provider tax legislation by modifying
the state’s existing assessment program to protect an estimated $735 million in federal
matching funds. This exemplifies the magnitude of and tenacity for these programs which
are designed to draw Medicaid money from the federal government to subsidize state
Medicaid expenditures.

In spite of HCFA’s best efforts to demolish this type of federal underwriting of Medicaid, the
legislation which Congress finally enacted has been less effective than was hoped for by that
agency. Future costs associated with this method of burden-shifting are shown in the current
Federal Medicaid baseline spending projections. The followingtable shows amounts included
in the fiscal year 1993 Federal Medicaid budget associated with State tax and donation
programs. These projections which were derived from estimates provided by states show
projected federal medicaid spending associated with these programs (in billions of dollars)

FY93 11.3
FY94 14.4
FY95 18.0
FY96 22.00

The States of Alaska and Hawaii however, have never used a provider tax "“scam" or
collected provider donations to “creatively" fund our Medicaid programs. Medicaid In Alaska

WISS8WLOB 'ON XM 30NyiSISSU 1U0IG3W 2W | G3M E8-S1-03G



has always been paid for with 50% FFP and 50% State general funds void of any contrived
funding mechanism. At this time we still are not initiating a device to finance our Medicaid
program through the use of "artificial* provider taxes or donations. AH we are seeking is to
have our programs funded in terms of dollars that recognize our true costs in these unique
settings.

CONSIDERATIONS FOR EQUITY

COST OF LIVING

Alaska Is unfairly disadvantaged by the current statutory formula. Alaska’s current federal
matching rate Is 50%, a result of the fact that the Alaska per_capita income looks very high
In comparison to the per capita incomes of the lower 48 states. However, a simple
comparison of per capita Incomes fails to take into account the dramatically higher cost of
living in Alaska and the even more egregious cost of health care Inthe state. According to
the most recent OPM survey data, residents of Juneau experience a cost of living that
exceeds the national standard by more than 32%. The cost of living is even higher in more
remote Alaska locations.

These data are confirmed in a study by the American Chamber of Commerce Research
Association (ACCRA). Quarterly the association produces the ACCRA Cost of Living Index
to provide a reasonably accurate measure of living cost differences among urban areas. The
four Alaska communities Included in this index all registered current living costs at more than
30% above the average for all participating areas. The Composite Index score for
Anchorage was 131%, Fairbanks-130%, Juneau-133%, and Kodiak-146%.

The attached chart displays the ACCRA cost of living data for 34 representative communities
when sorted by Health Care Cost standing. The cost of health care in Alaska far exceeds
that of any other state. The health care segment of the ACCRA unadjusted composite index
reveals the Index for Alaska as: Anchorage--179%, Fairbanfc- 19Q%. Juneau-182% and
Kodiak—iVI1% or the national average: '

The ACCRA index reflects cost differentials for a mfdmanagement standard of living. This
standard is set by a weighting structure in which home ownership costs are more heavily
weighted than they would be if the index were designed to reflect the average costs for all
urban consumers. The remaining charts demonstrate the change In the ranking status of
urban areas where the index Is recalculated based on a consumer package more in line with
a Medicaid eligible’s spending ability. That is to say, the mortgage cost has been removed
from the calculation. These charts are prepared from ACCRA data for a representative
selection of 34 communities: big-small; urban-rural; and nationwide.

When the cost of the mortgage is removed from the composite figure the two Alaska
communities included in the 34 immediately come to the top of the list with an even more
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substantial gap between Alaska and the other states regarding consumer prices. (Kodiak Is
now at 141% and Anchorage at 127% with the next two communities, Washington D.C.
and Los Angeles, at nearly 10 and 15 percentage points less than Anchorage in living costs.)
This large gap demonstrates that Federal match for Medicaid cannot buy services in Alaska
comparable to the lower 48 states. ~

The principals of benefit adequacy and horizontal equity support cost of living differentials In
program funding. A health care program receiving federal binding should provide horizontal
equity which means adequate and equal treatment of people in similar circumstances.
Uniform_henefits seemingly would provide horizontal equity in dollar tenn*HaflJBJBITTfThe-iL
cost of living varies substantially, the purchasing power of a given amount of money Is higher

In areas with lower living costs, and the amount of services purchased In one location would
not be affordable in another location with a higher cost of living, Financial adjustment to
reflect cost of living differences-wauld. equalize the real purchasing power oTthe programs
and produce equal treatment for the Alaska Medicaid population.

PROGRAM ELIGIBILITY AND COSTS

Medicaid in Alaska has several program areas where coverage Is based on federal poverty
levels as a guiding criteria. These programs probably account for at least half of the Medicaid
eligible population and an even greater percentage of people actually served under Medicaid.
The poverty level is established for the 48 states by family size; guidelines are updated
annually from the Department of Health and Human Services.

As prescribed by Federal regulations, the poverty iev.els-for Alaska are set at 125% of poverty
Inthe 48 states, and poverty levels in Hawalii are 115% of US poverty. The Federal Register
states this adjustment simply and dearly. °In view of substantially higher costs of living in
Alaska and Hawaii, the OEO Income Poverty Guidelines for determining program eligibility *
In Alaska will be 25% higher, and in Hawaii Ib%-~higher. than the~hational guidelines."

Federal financial participation for the Medicaid program is based on the Federal Medical
Assistance Percentage (FMAP) which is calculated according to a formula based on per capita
income In the state in direct relation to the per capita income of the United States. This
formula is defined in the Social Security Act under section 1101(a)(8)(B) and section
1905(b). It Is to this formula that we hone to add very simnleJanouage which will reflect
consideration for our documented higher living costs and higher medical care costs In the
states of Alaska and Hawaii-only.

The methodology used by the federal government to determine the FMAP available to Alaska
and Hawaii for the Medicaid program truly produces inequity and diminishes our two states'

abilities to purchase care for our Medicaid populations. Amending the Social Security Act
to correct this inequity would have increased the federal match by approximately
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/ $40,000,000 in SFY 93 in Alaska and $54,000,000 in Hawaii for both the medically Indigent
| people and the health care industry. While significant for these two states, this Isan Increase
X of less than 0.2% in federal matching for Medicaid program expenditures. By adjusting the

FMAP formula it provides the federal government the opportunity to recognize the true value
of per capita income in the financing side of Medicaid for Alaska and Hawaii as it already
recognizes our higher living costs in determining who and how many are eligible for program
benefits, and still have no impact on the FMAP of other states.

The following is a copy of the language proposed to amend the FMAP formula In a way
which will provide relief from the horizontal inequity experienced in the states of Alaska and
Hawaii In relationship to our burden of providing higher cost medical care for an expanded
Medicaid eligible population. Please contact Kim Busch, Director of Medical Assistance in
the Department of Health and Sodal Services, at 465-3355 for more information regarding
the FMAP formula and the proposed amendment to the Sodal Security Act.

Proposed Amendment to the Social Security Act

Section 1905(b) ofthe Sodal Security Act [42 U.S.C. § 1396d(b)J shall be amended to read
as follows:

The term "Federal medical assistance percentage” for any State shall be 100 per centum less
the State percentage; and the State percentage shall be that percentage which bears the same
ratio to the 45 per centum as the square of the per capita income of such State bears to the
square of the per capita Income of the continental United States (induding Alaska) and
Hawaii: exceptthat (1) for Alaska and Hawaii, the State percentage shall be that percentage \
which bears the same ratio to 45 per centum as the square of the adjusted per capita Income /
of such 5State bears to the square of the per capita Income of the 50 states: (2) the Federal
medical assistance percentage shall in no case be less than 50 per centum or more than 83
per centum; and (3) the Federal medical assistance percentage for Puerto Rico, the Virgin
Islands, Guam, the Northern Mariana Islands, and American Samoa shall be 50 per centum.
IAdiusted_per_capitajncom.g! for Alaska .shall be.determined bv dividing the state three year
average per capita income, by 1.25, and for Hawaii by dividing the state three year average
per capita income by 1.15. The Federal medical assistance percentage for any 5tate shall
be determined and promulgated in accordance with the provisions of section 1101(a)(8)(B)
of this title. Notwithstanding the first sentence of this section, the Federal medical assistance
percentage shall be 100 per centum with respect to amounts expended as medical assistance
for services which are received through an Indian Health Service facility whether operated
by the Indian Health Service or by an Indian tribe or tribal organization (as defined in section
1603 of Title 25).
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MEDICAL  ASSISTANCE

COL SORTby HEALTH CARE COSTSTANDING

COSTOFLIVINGANALYSIS

Location Health Care Composite Grocery Housing Utility Trma. Misc

5% 100% 13% 23% 9% 10% 35%

1 Anchorage, AK 178.5 131.0 132.1 141,1 985 106.9 131.1
2 Kodiak, AK 171.4 145.7 160.6 156.8 1728 112.2 130.2
3 Washington, DC 142.2 134.4 118.6 175.8 113.7 130.4 112.4
4 Los Angeles, CA 136.5 132.6 107.7 185.3 80.0 119.6 116.4
5 Springfield. MA 110.4 118.7 109.9 135.8 134.9 111.2 100.3
6 Phoenix. AZ 117.0 100.5 100.0 92.6 100.1 106.8 1029
7 Klamath Falls, OR 112.6 93.1 66.5 89.6 75.6 105.0 93.0
8 Albany, NY Ji2.s 114.2 110.8 119.8 128,2 104.4 110.3
9 Pittsburg, PA 111.0 107.3 103.4 97.5 149.7 107.B 104.9
10 Visalia, CA 110.1 114.9 107.8 128.9 118.8 100.5 108.4
11 Dallas, TX 107.3 99.1 100.8 23.1 116.0 103.2 9s.5
(2 Vermilion, SD 106.1 93.4 100.0 88.8 102.7 90.0 100.0
13 Midland, MI 104.t" 109.2 106.0 124.6 87.5 100.1 (06.9
14 Charleston, SC 103.5 99.4 93.7 96.7 992 902 105.9
16 SantaFe. NM 103.3 107.3 98.2 133.4 84.9 102.3 97.7
16 Gainesville, FL 102.4 101.7 95,9 107.0 82.5 107.7 1027
17 Springfield IL 102.4 97.8 103.0 92.7 90.6 1012 100.3
18 Carlsbad, NM 102.3 88.7 1025 73.8 66.8 106.0 94.1
19 Milwaukee, WI 101.2 104.9 99.5 124,0 95.5 102.1 95.3
20 Sioux Falls, SD 99.4 92.2 97.1 80,7 84.5 99.7 91.9
21 Cincinnati, OH 98.7 106.7 102.7 1126 942 102.6 109.1
22 Cheyenne, WY 97.8 99.2 106.3 95.i 81,1 103.6 103.5
23 Bloomington, (L 86.7 102.7 98.1 98.0 130.1 1015 102.3
24 Pueblo, CO 96.4 86.0 97.1 73.3 78,6 832 93.2
26 Memphis, TN 96.3 94.7 100.0 82.9 89.8 101.5 101.4
29 Tuba, OK 94.7 88.5 98.3 727 90.6 91.4 95.3
27 Macon, GA 94.3 100.1 96.7 942 106.6 95.6 106.6
28 Baton Rouge, LA 93.8 97.7 100.5 84.8 117.9 100.7 101.6
29 Birmingham, AL 93.5 99.2 96.2 94.8 121.4 98.7 99.2
30 Bellingham, WA 90.3 93.5 64.3 92.1 84.8 91.0 97.7
31 Lubbock, TX 87.5 94.0 99.3 86.3 83.9 Ji.o 100.9
32 Louisville, KY 85,2 92.1 88.2 892 79.7 929 99.7
33 FortWayne, IN 83.7 90.6 942 89,8 98.3 98.6 86.6
34 Fayetteville, AR 74.9 87.9 942 76.4 86.6 95.G 94.8

DEC-15-93 WD 1445

Prepared using data from the ACCRA COST OF UVINQINOEX, First Quarter 1992 tor
a representative setecioo of 34 communities.
The Indexreflects cost dUferentfala (or arrtdmanagement (*32,000/yr.) standard of living.
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12
13
14
15
16
17
IB
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34

LooaSlon

Kodiak, AK
Washington, DC
Loa Angolas, CA
Anohorago, AK
8pr|ngflald, MA
Visalia, CA
Albany, NV
Midland, Ml
PltUburg, PA
Santa Fa, NM
Cincinnati. OH
Mllwaukae, WL
Bloomington, IL
Gainesville, FL
Phoenix, AZ
Macon, QA
Charleston, SC
Birmingham, AL
Chayonno, WY
Dallas, TX
SprtngBold IL
Baton Rouge, LA
VarmllBon, BD
Menvphla, TN
Lubbook, TX
Beltingtiam, WA
Klamath Falla, OR
Sioux Falla, SO
Loulavllie, KY
Fort Wayne, IN
Carlsbad, NM
Tulsa, OK
Fayottavjila, AR
Pueblo, CO

Composite
100%

145.7
134.4
132.6
181.0
118.7
114.9
114.2
109.2
107.3
107.3
108.7
104.9
102.7
101.7
100.6
100.1
99.4
99.2
99.2
99.1
97.8
97.7
06.4
B4.7
04.0
83.5
83.1
92.2
92.1
90.6
BB.7
60.5
B7.9
B6.0

COL SORThy COMPOSITE STANDING

Qroctsy
%

160.6
116.6
107.7
132.1
109,8
107,6
110.6
106,0
103.4
08.2
102.7
09.6
98.1
95.9
100.0
06.7
os,r
86.2
106.S
100.8
103.0
100.5
ioao
toao
89.3
84.3
86.G
97.t
08.2
94.2
102.S
98.3
94.2
97.1

Buid ondalafromlhe ACCRACOST OF UVINQ INDEX, Flrat Quartar 1992

for a rapratentative aelection of 34 communities,
Th« Index reflects coal differentials fora mMmanoflement standard of living.

\FMAP\COL-100X.WK3

COSTOFUVIN

Housing

20%

166.8
175.6
165.3
141.1
135.0
128,9
110.8
124.8
97.5
133.4
112.6
124.0
88.0
107.0
92.6
84.2
90.7
94.8
89.1
93.1
02.7
64.8
68.6
82.9
86.3
92.1
69.6
60.7
89.2
B9.B
73.6
72.7
76.4
73.3

ANALYSIS

UtHil
P

1728
1127
BO.O
98.5
134.0
11B.B
128.2
87.5
149.7
84.9
94.2
85.6
130.1
82.6
100.1
106.6
98.2
121.4
81,1
118.0
90.6
117.8B
102.7
89.6
83.8
84.8
73.8
64.5
79.7
98.3
66.6
90.6
86.6
70.5

Trane.
t0%

1122
130.4
118.6
108.9
111.2
106.5
104.4
loai
107.8
1023
1026
1021
101.6
107.7
106,6
85.0
80.2
98.7
103.6
103.2
101.2
100.7
90.0
101.5
87.3
81.0
105.0
89.7
92.9
96.6
106.0
91.4
95.6
83.2

Health Caro

%

171.4
1422
136.5
178,5
116.4
110,1
1125
104.6
111.0
103.3
98.7
101.2
96.7
1024
117.0
84.3
103.6
93.5
07.6
107.3
1024
93.6
106.7
86.3
87.5
90.3
112.6
99.4
85.2
83.7
1023
94.7
74.9
96.4

Mtsc

35%

130.2
1124
116.4
1311
106.3
108.4
110.3
106.8
104.B
97.7
109.1
85.3
1023
102.7
1029
106.6
105.9
99,2
103.5
96.5
100.3
101.6
100.0
101.4
100.9
97,7
93.0
91.9
89.7
66.6
94.1
05,3
94.6
93.2
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COSTOF UVINQ ANALYSIS

COL SORThy HOUSING

Loo*Hon Composlto Grocery Housing IMHy Trans. Hae/th Cara Mlisa

100% 13% 20% 9% 10% 5% 35%

1 LoeAngetee, CA 132 fi 107.7 105.3 80.0 110.6 136.5 116.4
2 Waahlinglon, DO 134.4 m e 175.6 11317 1384 1422 1124
3 Kodiak. AK 146.7 1Q0L0 156.0 1728 1122 171.4 130.2
4 Anohorego, AK 131.0 1321 141.1 08.5 106.9 176.5 131.1
6 SpringQold, MA 11B.7 109.9 135.8 134.0 111.2 1184 106.3
6 Santo Fe, NM 107.3 08.2 133.4 84.9 1023 103.3 97.7
7 Visalia, CA 114.9 107.8 128.9 118.8 106,6 110.1 1014
a Midland, Ml 109.2 1080 124.6 87.5 100.1 104,6 106.0
0 Milwaukee, WI 104.9 09.5 124.0 95.5 1021 101.2 05.3
10 Albany, NY 114.2 110,0 110.0 128.2 104.<* 1t2.5 110.3
ti Cincinnati, OH 136.7 1027 112.6 04.2 1026 08.7 109,1
12 QalnesvUe, FL 101.7 05.9 107.0 62.5 107.7 102.4 102.7
13 Bloomington, IL 102.7 08,1 98.0 130.1 10t.5 96.7 1023
14 PlUsburg, PA 107.3 103,4 87.5 149.7 107.8 111.0 104.9
16 Charleston, SC 99.4 03.7 96.7 09.2 90.2 103.5 105.9
16 Cheyenne, WY 99.2 108.3 95.1 011 103.6 07.8 103.5
17 Birmingham, AL 99.2 08.2 84.8 121.4 08.7 93.6 £3.2
16 Maoon, OA 100.1 98.7 94.2 106.6 05.6 04,3 106.6
10 Dallas, TX 99.1 100.8 83.1 116.0 1032 107.3 96.5
20 Springfield IL 97.6 103.0 92.7 00.0 101.2 1024 100.3
21 Phoenix, /&Z 100.5 toao 92-8 toai 106.B 117.0 1029
22 Bellingham, WA 93.5 94.3 92.1 64.8 91.0 80.3 07.7
23 Fort Wayne, IN 90.0 94.2 69.8 08.3 08.6 83.7 80.6
24 Nemeth Falla, OR 93,1 96.8 89.8 75.8 105.(1 1128 03.0
26 LotiisviUs, KY 92.1 8B.2 69.2 79.7 92.9 65.2 99.7
20 VerntUllon, SD 99.4 1080 38.B 1027 90.0 108.7 100.0
27 Sioux Fella, SD 92.2 97.1 B8.7 64.5 99.7 09.4 81.9
26 Lubbook, TX 94.0 99.3 88.3 83.9 97.3 87.5 100.0
29 Baton Rouge, LA 97.7 100.6 84.0 117.9 100.7 93.8 101.6
30 Memphis, 7N 94.7 100.0 82.9 69.B 101.5 96.3 101.4
31 Fayetteville, AH 87.9 94.2 76.4 86.6 95.6 74.9 94.8
32 Carlsbad, NM 88.7 102.5 73.8 66.3 106.0 1023 94.1
33 Pueblo, CO 88.0 97.1 73.3 70.5 83.2 98.4 93.2
£4 Tulsa, OK 88.5 08.3 72.7 80.6 91.4 94.7 95.3

Bated ondale fromthe ACCRA COST OF LIVING INDEX, Flid Quarter 1092
(or e representative eeleotlon 0134 oommuniUes.
The Index raffedj coat differentials (Ol' - midmanegement atandard of living.
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Location
1 Kodiak, AK
2 Anchoiege, AK
3 Washington. DC
4 loa Angelos, CA
5 Spilngtlold, MA
6 Albany, NV
7 Pittsburg, PA
8 Vtialla, CA
9 Bloomington, IL
10 Cincinnati, OH
11 Phoenix, AZ
12 Midland, M
13 Balon Rouge, LA
14 Macon, GA
15 Dallas, TX
16 Btimkigham, AL
17 Chayanno, WY
18 Chatlerton, SC
19 Spilnglield IL
20 Gainesville, FL
21 Vsrmllion, SD
22 Memphis, TN
23 MHwaukoe, WI
24 Santa Fe, NM
£5 Lubbock, TX
20 Tulsa. OK
27 Klamath Falls, OR
26 Caitabed, NM
29 Billlnghsm, WA
30 6Foux Falls, SD
31 Louisville, KY
32 Fayeticviio, AR
33 Fort Wayne, IN
34 Puablo, CO

With
Mortgage
Composite

145.7
131.0
134.4
132.6
116.7
114.2
107.3
114.9
1027
100.7
100.5
109.2
97.7
100.1
89,1
99.2
99.2
99.4
97.8
101.7
86.4
94.7
104.9
107.3
94.0
80.5
93.1
08.7
93.5
92.2
821
87.9
90.6
86.0

COST OF UVINQ ANALYSIS
COL SORT by COMPOSITE STANDING

COMPARISON OFUVINQ COSTS WITHand WTHOLTTMORTGAGE PAYEMNTS

Without
Mortgage
Composite
100%

141.0
120.7
117.9
111.B
111.7
111.6
110.7
109.1
104.2
104.1
103.2
102.9
102.5
102.1
101.1
100.7
100.6
100.2
99.5
99.3
99.1
89,0
97.1
96.9
96.7
94.4
94.2
94.1
93.7
93.2
929
92.1
90.6
90.6

Grocery
13%

100,6
1321
118.6
107.7
109.9
110.8
103.4
107.0
031
1027
100.0
106.0
100,5
90.7
100.6
90.2
100.3
03.7
<03.0
85.9
100.0
100.0
99.6
9P,2
99,3
90.3
96,6
102.6
94.3
97.1
80.2
04.2
84.2
97.1

Pis pared using data from the ACCRA COST OF LMNQ INDEX, Rirt Quarter 1992
for m rsprasenUUvo selection of 84 communities rwllonwldo.
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Utility
13%

1728
98,5
118.7
€eo.o0
134.9
128.2
149.7
110.8
130.1
94.2
100.1
87.5
117.9
100.6
110.0
121.4
81,1
99.2
90.6
825
102.7
89.8
955
84.9
83.9
90.6
75.6
66.8
84.0
84.5
79.7
86.6
98.3
70.5

Tmne.
14%

112.2
106.0
130.4
119.6
111.2
104.4
107.8
106.5
101.5
1026
106.0
100.1
100.7
85.6
103.2
98.7
103.8
90,2
101.2
107.7
BO.O
101.5
1021
102.3
97.3
91.4
<05.0
106.0
91,0
99.7
929
95.6
90.6
03.2

Health
Care
7%

171.4
1785
1422
136.8
110.4
1125
111.0
110.1
80.7
98.7
117.0
104.8
93.0
94.3
107.3
935
97.8
1035
1024
1024
106,7
98.3
101.2
103.3
075
94.7
1126
102.3
90.3
99.4
85.2
74.9
03.7
90.4

Mite
43%

130.2
1311
112.4
116.4
106.3
110.3
104.9
108.4
1023
109.1
102.9
100.9
101.6
100.6
96.6
99.2
103,5
105.9
100.3
102.7
100.0
101.4
95.3
97.7
100.9
95.3
93.0
94.1
97.7
81.9
9a7
94.8
80.6
912



COST OF LIVING ANALYSIS
COL SORT by COMPOSITE STANDING

COMPARISON OF LIVING COSTS WITH and WITHOUT MORTGAGE
PAYMENTS

OBSERVATIONS - How the Housing Cost Factor skews the
composite index.

When mortgage payment is removed from the composite cost of living determination, the
variance or range of difference between highest and lowest Is reduced by 9.4 percentage
points.

Prioritizing the communities based on the composite number w/ mortgage, there are 12 cities
In the range of 100% + 5.0%.

Prioritizing the communities based on the composite number without mortgage, there are 17
cities, or one-half the population, in the range of 100% + 5.0%.

The cost of a mortgage Is 28% of the composite figure when It Is included; this is more than
twice the weight of any other single factor accumulated. (Groceries are next high at 13%.)

The range Inthe mortgage factor Isfrom 185.3 in Los Angeles and 175.8 in Washington DC
to 72.7 in Tulsa. This is a difference of 112.6 percentage points.

The one overriding assumption in all these numbers is: this Index reflects cost differentials\ *
for a mldmanagement standard of Ilvino; a family of four with income at $32.000 annually. /

The possibility of these AFDC and Medicaid recipients paying a mortgage for housing at this
income level is unrealistic. For this reason the mortgage payment was dropped from the
COL calculations.

Furthermore, there are several programs which subsidize housing expenses for the poverty

and near-poverty income levels, thereby rendering any comparison of housing costs
Ineffective at this Income level.
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