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Alaska State Legislate
O L P13 House of Representatives O istrict 11
288191 '

Sa>d Lake
W hile in Session: ,
Alaska State Capitol Spen'aRD
Juneau, Alaska 99801-1182 Taku-Campbell
4654968

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

( ammerce 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 med’caild progran to 62%. This would mean an
additional $31,000,000 in federal T udinr; 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 nd . families with dependent children, foster care
assistance and the . 3BS 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
hand 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 seens that now is the time to reguest
our fair share.



FISCAL NOTE

STATE OF ALASKA BILL NO. HJR 52
1994 LEGISLATIVE SESSION

Revision Date: 01/26/94 Oept. Affected:  Health and Social Services
Titie: Federal share of Medicaid Costs 'BRU: Medical Assistance Administration
for Alaska Component: All components

Sponsor: Reps. Nordhmd. Brice. Foster, ...
Requestor: COMPONENT SERIAL NO, 242. 243. 244. 1226. 1434. 1X22. IVP*

Expenditures/Revenues: (Thousands ai Dollars)

OPERATING FY95 FY96 FY97 FYo8 Y3 FY0O0
PERSONAL SERVICES 00 00 00 00 00 00
TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS

MISCELLANEQUS

TOTAL OPERATING 00 00 00 00 00 00

CAPITAL EXPENDITURES 1 1

CHANGES IN REVENUES

FUND SOURCE (Thousands of Cuilars)

1002 Federal Receipts 00 00 00 00 00 00
1008 GF Match -

1004 GF | |
1005 GF/Program Receipts i
1006 GF/MHTIA i |

Other |
TOTAL 00 00 00 00 00 00i

POSITIONS:

FULL-TIME

PART-TIME |
TEMPORARY |

Estimate of current year (FY94) impact:

ANALYSIS: (Attach a separate page if necessary)
Revised Alaska specific formula would increase Federal matching funds lor 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 excess of 40 million dollars.

Prepared by: Phone:  465-3355

Division: Medical Assistance Date:  01/27/94
A

Approved by Commissioner: Mafga R. Lowe. M.Ed.. Ed.S.” Dm-

Agency: Department of Health &. Social Services

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information call the Governor'rLegislative Office
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Position Paper

A resolution urging the Congress to amend the Social Security
Act so that the higher cost: of living in Alaska is ref.ected
when the per capita income of the state is used as a factor 1in
determining the federal share of Medicaid costs.

POSITION

The Department of Health and Social Services strongly supports
House Joint Resolution No. KJR 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 federal financial contribution for programs including
Medicaid and Aid to Families with Dependent Children.

Historically, the federal law has mar.aaced 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 financial contributions to these
same programs. The result is that Alaska receives 1In excess
of 40 million dollars less in federal dollars every year than
the amount that we believe an equitable formula would provide
to us.

A.11 of the current health care reform proposals except the
Chaffee 3111 emplcv the same federal match rate formula.
Passage of these proposals will further exacerbate the
financial burden to Alaska. Senator Stevens instigated the
inclusion of this Alaska-specific language in the Chaffee
Hill. This was a very important step that we believe must be
taker, further. The Social Security Act must be amended this
year tc include this .Alaska specific language.

We support Representative Ncralur.d"s resolution to encourage
this action by cur Congressional delegation.

xeccmmeinded bv:

Kimberly 27 Busch
Director
Division of Medical Assistance

Date / - A

Approved by:.
MargareeR.Lowe, M .Ed. ,Ed.S,
Commissioner

DeifS1 [/ -17 -9V
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February 9, 1993

The Honorable Jim Nordlund
Alaska State Legislature
House of Representatives
Juneau, Alaska 99802-1182

Dear Jim:

Thank you for letting me know of your support for my efforts
to amend the Social Security Act and to increase the federal
share for the State®"s Medicaid program.

I was able to attach my Medicaid amendment to the Health
Equity and Access Reform Today Act (HEART) prior to its
introduction in November. It is my understanding that a member
of my staff has already sent you the language for this amendment,
but knowing of your interest in healt® care reform 1 have
attached a copy of the HEART bill, along with some other
information on legislation currently being considered by

Congress.

With best wishes,

Enclosure
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Medicaid Services
Reduced To Meet
Budget Constraints

eductions in Medicaid services

were implemented rhis fall
because FY93 medrcar avmencs
exceeded Brogectrons the FY4
medicaid budget request was not fuilv
funded bv the Iegrslature and, some
one time costs wére incurred chrough
legal settlements,

edicaid, an "entitlement program"

created bv the federal government to
provide medical service' for low-income
crtrzens 15 unded rorntly by a state

federal match formla, " The
program is intended tq_help those who
are elderiy, blind, or disabled, and
families with dePendent children who
do not have sufficient money or
insurance coverage to pay for health

The Division of Medical Assistance
is limiting_the services it pavs for in
the following wavs:

Increases for inflation adjustments for
physicians and dentjst fees and for
resigential psychratnc treatment facility
services will not be made; and
payments 0 doctors who' assise in
surgerv will be reduced;

e amount raid, to some
transportation pr widers will be capP ed;
Payment for growth hormones wil
only’be made if the treatment is

prescried by a boarg-certified
endocnnolo Ist to address certain
specific medical needs;

The maximum number of
chiropractic visits pard for in_one year
will De reduced from 24 to 12and
gaymenc for x-rays to chrropractors will
e"limited to oné x-ray per year instead

of the current threg: and,

Prior approval will be requised for
magnetic resonance rmagrn% @
dragnostrc service similar’ to' x-rays).

N keeping with our mission, we
want to_enstre access to medical care
by low income Alaskans who meet
réqulatory eligibility and medical need
e urrements said” Kim Busch,
Director of the Division of Medical
Assistance. “To that end, the Division
reduced expenditures through ﬁrogram
changes which. limited rathér than
eIrmrnatTd optional Medicaid services
or eligible groups.

ACCu irtu'ci

Featured speaker Burdena Pasenelli, Special Agent in char
Alaska meets with students at McLaughiin during Red Ri

Botulism in Alaska:

A Guide for Physicians and Health Care

Providers ma be obtained'by writin
f Public Health, Section o

gdv2 PO. Box 240249 Anchorage

Drvrsron 0 Publrc-

ontroI and re

Kep NGIZCiu ix(, winTer 1953

the Federal Bureau of Investigations (FBI),

Deputy Commissioner Mel Krogseng
signing Memorandum i Understanding
between the Divistoi of PuPlic Heaith's
Alaska Cancer Prrmention and Control
Program ar.d the American Cancer
Society, Alaska Division Cancer,

Botulism in Alaska

A Guido for Physicians and
Health Caro Providers -

ul



FEDERAL MEDICAL ASSISTANCE PERCENTAGE

(FM AP)

THE FEDERAL BUDGET FOR THE MEDICAID PROGRAM WAS APPROXIMATELY
$121,400,000,000 FOR FEDERAL FY 92.

THE FEDERAL SHARE OF MEDICAID INALASKA FOR THAT PERIOD WAS $107,700,000, OR
LESS THAN SI OF EVERY S1000 IN THE FEDERAL BUDGET.

THE PROPOSED ADJUSTMENT TO THE FMAP FOR ALASKA WOULD INCREASE FEDERAL
FUNDING FOR MEDICAID IN AU\SKA BY ABOUT $30 MILLION, OR 10 CENTS FOR EVERY
$230 SPENT BY THE FEDERAL GOVERNMENT FOR MEDICAID NATIONALLY.

THE PROVIDER TAX PROGRAM, WHICH OVER 30 STATES USE AS A FUNDING DEVICE TO
INCREASE THE FEDERAL SHARE OF THEIR MEDICAID PROGRAM COSTS, WILL INCREASE
FEDERAL MEDICAID SPENDING BY $11,300,000,000 IN FY 93.

THE AMERICAN CHAMBER OF COMMERCE (ACCRA) COST OF LIVING INDEX FOR 1992
SHOWS THE COST OF UVING FOR 4 COMMUNITIES INALASKA WHICH RANGE BETWEEN
130% TO 146% OF THE NATIONAL AVERAGE.

THE ACCRA INDEX FOR HEALTH CARE COSTS IN THE ALASKA COMMUNITIES ISBETWEEN
171 % TO 190% OF THE NATIONAL AVERAGE.

MEDICARE REGULATIONS RECOGNIZE THE HIGHER COSTS OF HEALTH CARE IN ALASKA
BYPROVIDING A FUNDING ADJUSTMENT OF 25 % FOR NURSING FACILITIES IN THE STATE.

ELIGIBILITY FOR MEDICAID IS BASED IN PART ON FEDERAL POVERTY GUIDELINES
ESTABLISHED BY THE U. S. DEPARTMENT OF HEALTH AND HUMAN SERVICES.

POVERTY GUIDEL'NES FOR THE STATE OF ALASKA ARE ADJUSTED UP BY 25%
ACCORDING TO THE FEDERAL REGISTER TO REFLECT THE HIGHER COST OF LIVING IN

AJ.ASKA.

ANY ADJUSTMENT TO THE ALASKA FMAP WILL IMPACT NOT ONLY MEDICAID BUT ALSO
THE AFDC, FOSTER CARE, AND JOBS PROGRAMS.

ADJUSTING THE FMAP FOR ALASKA WILL HAVE NO IMPACT ON THE FMAP FOR OTHER
STATES.

MISEMOS JUILMzZZEM



FY 1994 Federal Financial Participation
Proposed FMAP Increase for Alaska

AFDC - Program

Total Eligible jor Federal Match $113,600,800
Federal Motch @ P-oposed Rate 70.432.400
Federal Match @ Current Rate 56.300400
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 @ Current Rate 129.017.500
Proposed Federal Fund Increase 30,964,200
|A:\FDdC & Medicaid Increased Federal SFY 94 Budget 3 44.596.200

unds

The $44.5 million dollars represents an increase in federal funds to the State of Alaska
Medicaid and AFDCPro%rams. 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 that federal partlc.. ..'d0nfor_fund|n(]1 the Alaska Medicaid and .AFDC programs would
Increase by the $44.5 million, which would reduce the state portion of the Alaska Medicaid
budget by $30.9 million forFY 94and reduce state expendituresfor AFDC by $13.6 million.
That Is, ouerall the state budget for the programs would not change, but the federal
participation would Increase, thereby deceasing the state GF expenditure.

WISEWO06 0L XW 30wisIssv MiggH — OWI (BVI£6-9HCH)
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FACT SHEET IN SUPPORT OF THE FMAP ADJUSTMENT

Sections _1101$a)(8)(B)_and 1905(h) of the Social Security Act establishes for each stote
participating In the Medicaid program afederal matching rate known as the "Federal Medical
Assistance Percentage" or FMAP.  The FMAP Is that percentage of the state’s Medicaid
expenditures paid by the federal government. 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 gouemment 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 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 Income fails to take Into account the dramatically higher cost of living and of

medical care In Alaska.

Currently Medicare regulations rechnize the higher costs in Alaska by providing for an
adjustment of 25% for nursmﬁ facilities in Alaska. Federal poverty guidelines are also
adjusted by 25%for Alaska. The statutory Provmons that determine federal matching rates
by reference to state Rer capita Income should incorporate a similar cost of living adjustment,
Tolh~aTiHe~share of thel™eBicaid~expenditure burden borne by Alaska will be comparable to
that of states where residentsM tlflower perjcaplla Incpmes alsojienefilfrom slgnificantly
lower living costs.

The attached legislation to amend sections 1101(a)(8l)(81and 1905(h) would employ an
"adjusted per capita income" (per capita Income diufaed by 1.25) to compute the federal
matching, FMAP, for Alaska.

ZQjj frSISESrA06 'ON M 30WLSISSV ItfOIOHH 68: Vt (v 86-31-030



FEDEIbXL MEDICAL ASSISTANCE PERCENTAGE

FMAP BACKGROUND

. FEDERAL FINANCIAL PARTICIPATION FOR THE MEDICAID PROGRAM IS BASED ON THE
FEDERAL MEDICAL ASSISTANCE PERCENTAGE (FMAP).

. THE FMAP IS CALCULATED ACCORDING TO A FORMULA BASED ON PER CAJ'ITA INCOME
OF THE INDIVIDUAL STATE IN RELATION TO THE PER CAPITA INCOME OF THE UNITED
STATES.

. THIS FORMULA 1S DEFINED IN THE SOCIAL SECURITY ACT UNDER SECTION 1101 (a)(3)(B)
AND SECVON 190S (b).

. STATE INCOME IS ESTABUSHED AS A DESIGNATED PORTION OF THE NATIONAL INCOME
AS DETERMINED AT THE U.S. DEPARTMENT OF COMMERCE, BUREAU OF ECONOMIC
ANALYSIS (BEA), PER CAPITA INCOME OF ALASKA IS DERIVED BY THE BEA AS A
PORTION OF NATIONAL INCOME STATISTICS.

FMAP FORMULA

THE FORMULA IS DEFINED IN THE SOCIAL SECURITY ACT, SECTION 1101(a)(8)(B) AND SECTION
1905(h).

THE FORMULA IS:

(STATE PER CAPITA INCOME)2
....................................................................................... X 45%

(NATIONAL PER CAPITAL INCOME)2

Population figures arefrom the U.S. Department of Commerce-U.S. Census Bureau,

Income figures are *personal Income' which Indudes income derived from all sources.
Data Is from the U.S. Department of Commerce-Bureau of Economic /\no/ysfs.

THE FMAP IS USED TO DETERMINE THE FEDERAL MATCH TO FUND PROGRAMS SUCH AS:

MEDICAID

AFDC \
FOSTER CARE
JOBS PROGRAMJ

ANY ADJUSTMENTS MADE TO THE FMAP WILL IMPACT THE FEDERAL FUNDING AVAILABLE TO
THESE PROGRAMS.

i 0 >5I5E9IMQ6 'ON Xm HONiLSISSt 1ttQfwWU



FY 1994 Federal Financial Participation
Proposed FMAI3Increase for Alaska

AFDC —Proggram

Total Eligible for Federal Match $113,600,800
Federal Match @ Proposed Rate 70,432,400
Federal Match @ Current Rate 56.800,400
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 @ Current Rate 129017500
Proposed Federal Fund Increase 30,964,200
AFDC & Medicaid Increased Federal SFY 94 Budget $ 44,596,200
Fund3

The j44.5 million dollars represents an increase in federal funds to the State of Alaska
Medicaid and AFDC pro%rams. This estimation Is based on (he state FY 94 budget. If the
proposed change to the FMAP calculation would pass and be. effective for FY94, it would
mean that feder$L&art|C|pat|on for_fundm% the Alaska Medicild and AFDC programs would
Increase by the $44.5 million, which would .educe the state portion of the Alaska Medicaid
bud%et bp $30,9 million for FY 94.and reduce state expendituresfor AFDC fay $13.6 million.
That Is, overall the state budget for the programs would not change, but the federal
participation Would Increc'e, thereby decreasing the state GF expenditure.



This letter Isto update you with additional information in support of the change we would
like to propose to the Sodal Secunty Act regarding the Federal Medical Assistance
Percentage (FMAP), the federal matching for Medicaid and other prograns. At this time we
would like to share with you the results of our continued research and other effarts to bring
equity to the matching formula for the states of Alaska and Hawalii.

On Decanmber 12, 1991 Congress pessed the Medicaid Voluntary Contribution and Provider
Spedfic Tax Amendments of 1991. This law was enacted to estaldish new limitations on
Federal FHnancial Partidpation (FP) when states receive funds donated from providers and
revenues generated by certain health care related taxes.  This legdlation waes conceived in
response to finanaing methods developed in some dates as amethod of shifting the burden
of Medicaid financing to Increase Federal partiapation, a pradice labeled as “a financing
scani' and ’dleight of hand" by OMB Director, Rdhard Darmran.

Currently there are at lesst 29 states operating 34 different provider tax or donation prograns
which oost the federal govermment $6.8 hillion in FY 92. The George Washington University
publication "'State Health Notes” begns its June 29 issLe with the headlines "lllinais Explores
New Provider Tax; Other States May Fallow'. The lead artide dates that Illinois Governor
Jim Egan has dedded to press the issue with the new provider tax legislation by modifying
the state’s existing assessrent program to protect an estimated $735 million In federal
metching funds. This exenplifies the magnitude of and tenadity for these prograns which
are designed, to draw Medicaid money from the federal govemment to subsidze date
Medicaid expenditures.

In spite of HCFA's best effarts to denolish this type of federal underwriting of Medicaid, the
legislation which Gongress finally enacted has been less effective than weas hoped for by that
agency. Future aosts assodated with this method of burden-shifting are shown in the current
Federal Medicaid besdline spending progjections.  The fallowing talde shons amounts induded
in the fiscal year 1993 Federal Medicaid budget assodated with State tax and donation
prograns. These prgections which were derived from estinetes provided by Sates show
projected federal medicaid spending assodated with these prograns (in billions of dallars)

FY93 113
FYo4 144
FY95 18.0
FY96 22.00

The States of Alaska and Hawaii honever, have never used a provider tax "scarl’ or
adlected provider donations to "'areatively* fund our Medicaid prograns. Medicaid in Alaska

1



hes aways been paid for with 50% FP and 50% State general funds void of any contrived
funding mechanism At this tine we till are not intiating a device to finance our Medicaid
program through the use of "artifida* provider taxes or donations. All we are seekingisto
have our prograns funded in temrs of ddlars that recognize our true aosts in these unique
Settings.

CONSIDERATIONS FOR EQUITY

COST OF LIVING

Alaska Is unfairly dsadvantaged by the current statutory fonmula. Alaska’s current federdal
metching rate Is 50%, a resut of the fact thet the Alaska per caita income looks very high
In comparison to the per caata incomes of the lower 48 dates. However, a sinple
conmparison of per cgaita Incones fails to take into account the dranmetically higher aost of
living in Alaska and the even nore egregaus aost of health care inthe state. According to
the nost recent OPM sunvey data, residents of Juneau experience a aost of living that
exceeds the national standard by nmore than 32%. The aost of living is even higher in nore
renote Alaska locations.

These data are confinmed in a study by the Arerican Chamber of Commerce Research
Assodiation (ACCRA). Quarterly the assodation produces the ACCRA Cost of Living Index
to provide a reasonably aoourate measure of living oost differences among urban aress. The
four Alaska conrunities indluded in this index all registered current living aosts at more than

30% above the average for al partiapating aress. The Comrposite Index soore for
Anchorage wes 131%, Fairbanks-130%, Juneau-133%, and Kodiak-146%.

The attached dart disdays the ACCRA aost of living data for 34 representative comunities
when sorted by Health Care Cost standing. The aost of health care in Alaska far exceeds
that of any other state. The health care segent of the ACCRA unadjusted conpoasite index
revedls fire index for Alaska as Anchorage-179%, Fairbanks-19 Q%. Juneau- 182%-ard
Kodiak-Tt T% riflhe nafiCnahaverage:

The ACCRA index reflects aost differentials for a midmanagement standard of living.  This
standard is st by a weighting structure in which home onwnership aosts are nore heamvily
weighted than they would te if the Index were designed to reflet the average oodts for dll
urban consurers, The remaining darts demonstrate the change in the rank'-.g status of
urban areas Where the index is recalculated based on a consunmer padkage nore in line with
a Medicaid dlighle’s spending aality. That is to say, the nortgage aost has been removed
from the caauation. These darts are prepared from ACCRA data for a representative
selection of 34 communities. bigsdll; urbanrural; and nationwide.

When the aost of the nortgage is renoved from the comosite figure the two Alaska
conmrunities indluded in the 34 Imrediately cone to the top of the list with an even nore
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substantial gap between Alaska and the other States regarding consumer prices,  (Kodiak is
now at 141% and Anchorage a 127% with the next two conmrunities, Washington D.C,
and Los Angeles, at nearly 10 and 15 percentage paints less than Anchorage In living aosts)
This large gap denmonstrates that Federall nmatchjpr Medicaid cannot buy senvioss in Alaska
comparable to the loner 48 dates.

The prindpels of benefit adeguacy and horizontal equity support aost of living differentias in
programfunding. A health care program receiving federal funding should provide horizontal
equity which means adequate and equal treatment of peogle in simlar draurstances.
Unifornibenefits.seemingly woujd provide horizontal equity, in dollar terrs, However:if:the
aost of living varies substantialy, the purchasing power of agiven amount of money is higher
In areas with lower living costs™andthe.amountpfserylces purchased in one locatlonwould
not be affordable In another location with a higher”ast of living. Hnandal adjustment to
reflect cost of living differences would .equdlize.thejeal purchasing power of the progrars
a,,d produce equal treatment for the Alaska.Medicaid population.

PROGRAM ELIGIBILITY AND COSTS

Medicaid in Alaska haes severa program arees Where coverage is based on federal poverty
levels as a guiding ariteria. These prograns probably account for at least half of the Medicaid
elighble population and an even greater percentage of people actually served under Medicaid.
The poverty level is estadished for the 48 dates by family Sz guidelines are updated
annually from the Department of Health and Human Senvices.

As prescribed by Federal regulations, the povy.)ey.els.forAlaskajire set at 12.5% of poverty
inthe 48 dates, and poverty levds in Hawali are 115% of US poverty. TheJcederd Register
states this adjustment sinply and dearly, Tn view of substantialy higher aosts of living in
Alaska jnd Hawaii, the OEO Income Poverty Guidelines for determining program/gjbility >
in Alaska will be 25% higher, and In Hmaii~T5%-higher, than the national guidelines.*

Federal financial partiapation for the Medicaid program is based on the Federal Medical
Assistance Percentage (FVIAP) whichis calaulated acoordingto aformula besed on per caaita
income In the state In direct relation to the per cgaita incone of the United States, This
formula is defined in the Soda Seaunty Act under section 1101(a)(8)(B) and section
1905(b). It is to this formula that we hone to add very sinpla-langiage which will mlect
consideration for our documented higher living aosts and higher medical care aosts in the
states of Alaska and Hawaii-only.

The methodology used by the federd govermment to determine the FMAP available to Alaska
and Hawaii for the Medicaid program truly produces Inequity and diminishes our two States
ahllities to purchase care for our Medicaid populations, Amending the Sodial Security 'Act
to corect this Inequity would have increaieS the federal metch by approximetely
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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
of less than 0,2% in federal matching for Medicaid program expenditures. By adjusting the
FMAP formula it provides the federal govermment the opportunity to recognize the true value
of per cgata income in the financing side of Medicaid for Alaska and Hawaii as it already
recognizes our higher living acsts in determining who and how many are dlighle for program
berefits, and till have no inpact on the FAIVIAP of other States.

The folloning Is a copy of the language proposed to amend the FMAP formrulal In a way
which will provide relief from the horizontal inequity experienced In the States of Alaska and
Hawali In relationship to our burden of providing higher aost medical care for an expanded
Medicaid dighble population. Please contact Kim Busch, Director of Medical Assistance In
the Department of Health and Sodal Services, at 465-3355 for nore information regarding
the FMAP formula and the proposed amendment to the Sodal Security Act.

Proposed Amendment to the Social Security Act

Section 1905(b) of the Sodial Security Act (42 U.S.C, §1396d(b)] shdll be amended to read
as follons:

The term "Federal medical assistance percentage”’ for any State shall e 100 per centum less

the State percentage; and the State percentage shdll e that percentage which bears the sare

ratio to the 45 per centum as tire souare of the per caata income of such State bears to the
square of the per cgaita Income of the continental United States (induding Alaska) and

Hawaii; except that (1) for Alaska and Hawaii, the State percentage shall be that percentage
which bears the sare ratio to 45 per centum as the squire of the adjusted per caaita Income
of such State bears to the sguare of the per cgata Incore of the. 50 states. (2) the Federal

medical assistance percentage shdll in No Gase ke less than 50 per centum or nore than 83
per centumy; and (3) the Federal medical assistance percentage for Puerto Rico, the Virgin

Ilands. Guam, the Northerm Mariana Idands, and American Samoa shall be 50 per centum

"Adjusted per caaita i com e - for Alaska.. gl be determined bv dividing the State three year

average per cgaita income bv 1.25. and for Hawali bv dividing the date three year average

per capita income by 1.15. The Federal medical assistance percentage for any State shdll

be determined and promulgated In acoordance with the provisions of section 1101(a)(8)(B)

of thistitle. Notwithstanding the first sentence of this section, the Federal medical assistance

percentage shall be 100 per centumwith respect to amounts expended as nedical assistance
for senvices which are recaived through an Indian Health Service faality whether operated

by the Indian Health Service or by an Indian tritee or tribal organization (as defined in section
1603 of Title 25).
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FAX  NO.

MEDICAL ASSISTANCE

DEC-15-93 WD 14:4b

L
COL SORThy HEALTHCARE COST STANDING

Location Houlth Caw Composite Gfocel Housin il Trans. '
- & o o Tsge Ul U

1 ngtg?(ra%i( AK 1735 131.0 1411 20 106.9 1311
2 , 1714 145.7 1 156.8 1728 122 1302
3 Washin t?n D 4277 1344 1106 1758 1137 1124
% 0SAn ?doé A 1365 1326 107.7 1853 0 196 1164
iInglr 1104 1107 1099 1350 1349 1112 106.
6 00 117.0 100 1000 2 1001 1068 1029
7 ma ’FAﬁs, OR 1126 931 95 398 756 105.0 930
@ B 1125 1142 1100 1198 1282 1044 1103
[tspurg, PA 1110 1073 1034 975 149.7 1070 1049
P moow o ow b
? (qnﬁh n FD 106.7 984 100.0 88.3 1027 90.0 1000
| Ia]n M 104.8 109.2 1060 1246 875 1001 1069
% a{ eEton C 1035 994 93.7 96.7 992 90.2 1069
PEmt B o B o2 B
17 f glglg 1024 78 1030 07 %g 18%'2 1003
18 e1rs , <02.3 88,7 1025 738 1060 M1
P L % o9 B oW B B &
il ncinnatl,” 98.7 1067 1007 1126 94.2 1026 1001
2 eyenno, 978 99, 1063 %51 011 1930 1035
2? 0 rinm% L 96.7 1027 R1 98.0 1301 1015 1003
% i R A D At
28 elsa'? 8 94.7 885 983 727 90.6 91.4 95.3
27 Macon_GA 94.3 1001 9.7 94.2 1066 95,6 1066
28 Baton our%e, 93.0 977 1005 848 1179 1007 1016
5 A Boow @ @ w6
1 L Bgﬁ , 87.6 94.0 99.3 86.3 839 9/3 1%%
3 OLP g 85.2 P01 082 89.2 79.7 929
3 For a\tlvpe, m 83.7 90.6 04.2 898 983 98.C B6G
3 Fayettevill, 749 879 94.2 764 86,6 95.6 94.8

Prre arge(ei Htsa{n\%dsg‘g cftr|0m ti}eﬁ(éCRA L(J:rﬁ)tSTs OF UVINQINDEX, First Quarter 1922for
‘?herfn ex reHects coat(()it erertfa?u%ram|8rhanagoment fi>32,000/yr.)stBraard of living.
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14

COL SORThy COMPOSITE STANDING

asaBomes

COSTOFL im a ANALYSIS

Looatlon Composite Qtocoy Housin9 Utility Trano, Hodth Caro Misc

ta0% ts % 26% Ph 10% 5% 04

1 Kodinlt, AK 145.7 160.G 166.0 172.0 1122 171.4 130.2
2 Washington, DC 134.4 11B.G 176.0 na7 130.4 1422 112.4
3 L” aAngelos, CA 132.0 107.7 165.3 BO.O 119.0 136.5 116.4
4 Anchorago, AK 131.0 132.1 141.1 96.5 106.9 178.6 131.1
S Springfield, MA 110.7 109,0 135.0 134.9 111.2 110.4 106.3
G Visalia, CA 114.9 107,0 128.8 110.6 106.5 110.1 108.4
7 Albany, NY 114.2 110.0 110.0 128.2 104.4 112.5 110.3
0 Midland, MI 100.2 106.0 124.0 07.5 100.1 104.B 106.9
0 Pittsburg, PA 107.3 103.4 97.5 149.7 107.0 111.0 104,9
10 Santa Fo, NM 107.3 98,2 133.4 04.9 1023 103.3 97.7
1* Cincinnati, OH 106.7 102.7 112.6 94 2 1026 96.7 109.1
12 Milwaukee, WI 104.9 99.6 124.0 95.5 1021 10L2 06.3
IS Bloomington, IL 102.7 90.1 08.0 130.1 101.5 96.7 1023
M Qalnosvitlo, FL 101.7 95.9 107.0 62,5 107.7 1024 102.7
15 Phoenix, AZ 100.5 loo.a 92.6 100.1 106.0 117.0 102.9
Id Macon, QA 1D0O. 1 06.7 94.2 106 6 95.0 94.3 106.6
17 Charloston, SC 99.4 93.7 86.7 99.2 90.2 103.5 105.9
10 Birmingham, AL 99.2 0Ss.2 94.0 121.4 90,7 93.5 99.2
ID Cheyenne, WY 99.2 100.3 85.1 61.1 103.6 97.B 103.5
20 Qallot, TX 99.1 100.0 93.1 110.0 103.2 1U7.3 90.5
21 Springfield IL 97.B 103.0 92.7 90.6 101.2 1024 100.3
22 Baton Rouge, LA 97.7 100.5 64.0 117.9 100.7 93.0 101.6
23 Vermillion, SD 96.4 100.0 66.8 102.7 90.0 106.7 100.0
24 Memphle, TN 94.7 100.0 62.0 60,G 101.6 96.3 101.4
2G Lubbock, TX 94.0 B9.3 86.3 63.9 97.3 87.5 100.9
26 Bellingham, WA 93.5 94.3 92.1 64.6 91.0 00.3 97.7
27 I0arnalh Foils, OR 93.1 06.6 89.0 73.6 105.0 112C 93.0
26 Sioux Falla, SD 92.2 97.1 06.7 84.5 99.7 09.4 91.0
20 Louisville, KY 92.1 60.2 89.2 79.7 92.9 65,2 90.7
30 Fort Wayno, IN 90.6 94.2 09.0 98.3 96.6 B3.7 86.6
31 Carlsbad, NM 09.7 102.5 73.6 66.6 106.0 1023 94.1
32 Tulio, OK BQ.5 9B.3 72.7 90.6 91.4 94.7 95.3
33 F»yrritev)lle, AR 07.9 94.2 76.4 66.6 95.6 74.9 94.0
34 Pueblo, CO es.a 97.1 73.3 76.5 03.2 96.4 93.2

DEC-15-93 WD

Bund on dale from the ACCRA COST OF LIVING INDEX, FIrti Quarter 1092
for« representative selection of 34 communities.
The Index reflects cost differentials for « mldmanogomenl etenderd of living.

\FMAP\COL-100%.WK3
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S o®N o OE W N

| e
N

Location

Los Angelos, CA
Washington, DC
Kodinlt. AK
Anc.hor.eqo, AK
Springfield, MA
Sunits Fh, NM
Vitellu, CA
Midland, MI
Mllwoukoo, WI
Albany, NY
Cincirinati, OH
Gainesville, FL
Bloomington, IL
Pltlsburg, PA
Clisilestoi , SC
Choyunne, WY
Birmingham, AL
Mnoon, GA
Dallas, TX
Sﬁnng]told IL
Phoenix, AZ
Bellingham, WA
Fori Wayno, IN

Klamath FoJle, OP.

Loulavl! ., K
Vermillion, SD
Sioux FoW. SD
Lubbock, TX
Baton Rouge, LA
Memf)hls N
fayetlovillo, An
CarUbad, NM
Puoblo, CO
Tulen, OK

Composite
to0%

132.6
134.4
145.7
131.0
110.7
107.3
114.9
109.2
104.9
114.2
106.7
101.7
102.7
107.3
09.4
99.2
99.2
100.1
09.1
97.3
100.5
93.5
90.6
93.1
92.1
oe.4
92.2
94.0
97.7
94.7
67.8
88.7
80.0

085

f'JST ChilVING ANALYSIS
COL son' by HOUSING

Grocery Housmﬂ Utility
13% 28% %
107.7 165.3 80.0
118.6 175.6 113.7
16a6 156.6 1720
1321 1411 98.5
loan 135.0 134.9
08.2 133.4 84.0
107.6 128.9 118.0
1080 124.6 B7.5
99.5 124.0 95.5
110.6 119.0 128.2
102.7 112.6 94.2
05.9 107.0 02.6
98.1 98.0 130.1
103.4 97.5 149.7
03.7 06.7 89.2
106.3 95.1 811
98.2 94.6 121.4
90.7 94.2 106.6
100.8 93.1 118.0
103.0 92.7 90.6
1000 92.0 100.1
94.3 92.1 84.8
94.2 89.8 98.3
96.5 89.6 75.6
88.2 89.2 79.7
100.0 68.0 102.7
97.1 08,7 84.5
09.3 86.3 83.9
100.6 64.6 117.9
100.0 62.9 89.B
94.2 70.4 80.6
102.5 73.6 66.8
97.1 73.3 78.5
90.3 72.7 90.6

Doted on dal mfrom die ACCRA COST OF LIVING INDEX, First Quarter 1992

(rorerepresentative s0 cllonof34 communities. .
he Index reflects cod differential* for * mdmonagoment standard of living.

\FMAPUvouso- sLWK3

Trans.
10%

119.6
1364
1122
106.9
111.2
1023
1066
100.1
102.1
104.4
102.6
107.7
101.5
107.8
90.2
1036
98.7
95.6
1032
101.2
106.8
91.0
08.6
105.0
92.9
90.0
99.7
97.3
100.7
101.5
95.6
1060
83.2
91.4

HeNth Caro
5%

1365
1422
171.4
1765
1164
1033
110.1
104.8
101.2
112.8
98.7
102.4
96.7
1110
103.5
97.8
98.5
94.3
107.3
1024
117.0
90.3
83.7
1128
85.2
1067
99.4
87.5
93.8
98.3
74.9
102.3
96.4
94.7

Mlso
3%

116.4
112.4
130.2
131.1
106.3
97.7
100.4
108.9
95.3
110.3
109.1
102.7
102.3
104.9
105.9
103.5
99.2
106.6
96.5
100.3
102.9
97.7
86.6
93.0
99.7
100.0
919
100.9
101.6
101.4
94,8
94.1
93.2
95.3
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DEC-15-93 HBD

COSTOFLIMa ANALYSIS
¢olsorrrbycompositestandin
COMPARISON OF LIVING COSTS WiTlland WITHOUTMSRTGAGEPAYEMNTS

Wilh Without

Moitgaga Moitgeyo Hoalth

Locution Composite Composite Grocery Utility Trans. Cam Mhc

too% 16% 13X 14% 7% 46%

1  Kodiak, AK 1457 1410 160.6 1720 1122 1714 1302
2 Anchoiago. AK 1310 12u./ 1321 95 106.0 1735 1311
3 Washington, DC 1344 1179 1106 1137 1304 1422 1124
4  LceAngeloa, CA 1326 111.6 107.7 60.0 1196 1365 1164
5  Sprinaflald, MA 1107 111.7 1099 1349 111.2 1104 106.3
6  Alban/, NY 1142 111.6 110.U 1282 1044 1125 1103
7  Pittsburg, PA 1073 110.7 1034 1497 1070 111.0 1049
8  viialln, CA 1149 109.1 1078 1188 106.6 1101 1084
9 Bloomington, IL 1027 104.2 %81 1301 1015 96.7 1023
10  Cincinnati, OH 1067 104.1 1027 94.2 1020 087 1091
N Phoenix, AZ 1005 103.2 i0ao 100.1 106.8 1170 1029
12 Midland, MI 1032 102.B 106.0 875 100.1 1040 1069
13  Baton Rouge, LA 977 1025 1005 1179 100.7 938 101.6
14  Macon, GA 100.1 102.1 90.7 106.6 95.6 94.3 1086
15  Dalias, TX 991 101.1 l0o.e 1160 1032 107.3 965
16 Birmingham. AL 092 100.7 B8.2 1214 98.7 935 392
17  choyonno, WY 09.2 100.S 1003 811 1036 078 1035
18 Charleston, SC 994 100.2 037 99.2 90.2 1035 1059
19  springfiold IL 978 99,5 1030 906 101.2 1024 1003
20  Gainesville, FL 1017 99.3 950 825 107.7 1024 1027
21 Vermillion. SD %4 99.1 100.0 1027 90.0 106,7 100.0
22 Memphis, TN 047 99.0 100.0 89.0 1015 06.3 1014
23 Milwaukee, WI 104.0 971 995 955 102.1 101.2 95.3
24  santaFe, NM 1073 98.9 96.2 84.0 102.3 1033 B7.7
25  Lubbock, TX 94.0 98.7 99,3 839 97.3 876 1009
29  Tulsa, OK 805 944 90,3 00.6 914 4.7 953
27  Kimmilh Fads, OR 931 942 005 75.6 1050 112.6 030
22  Carlsbad, NM 887 94.1 102.6 60.8 106.0 1023 91
20  Bellingham, WA 935 937 94.3 84.0 910 S0.3 977
30  sioux Ftlla, sD 922 932 071 845 99.7 904 919
21 Louisville, KY 921 929 88.2 797 920 85.2 99.7
32  Fayotlovillo, AR 879 921 04.2 66.6 95.6 748 94.0
33 Fort Wsyno, IN 900 90.6 942 98.3 900 83,7 88.6
A Puablo, CO 06.0 90.6 971 785 832 984 932

Prepared using dais from Iho ACCRA COST OF LIVING INDEX, First Quarter 1992
for * representative selection of 04 communities nationwide,
WOH-SCRT-A3



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 nortgage payment Is removed from the conposite aost of living determination, the
variance or range of difference between highest and lowest Is reduced by 9.4 percentage
paints.

Priontizing the commmunities besed on the conrposite number wimoitgage, there are 12 aties
In the range of 100% = 5,0%.

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

The aost of anortgage is 23% of the conposite figure when it IsInduded; this is nore than
twice the weight of any other singe factor accumulated.  (Groceries are next high at 13%.)

The range in the nortgage 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 dl these numbers is. this Index refledts cost differentials
for a mdmanacemenf standard of living; a family of four with incone at $32.000 annually. /

The possihility of these AFDC and Medicaid redpients paying a mortgege for housing at this
income leve is uredlistic.  For this reason the nortgage payment was dropped from the
COL cacuations.

Furthermore, there are severd prograns which subsidize housing expenses for the poverty
and near-poverty income levds, therely rendering any comparison of housing aosts
ineffective at this incone level.





