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in 2002. As described in the following, of the six states that reported
increasing SCIIIP copayment requirements, two increased existing
copayments, and four botli increased existing copayments and added new
copayment requirements.

Missouri aim New Hampshire increased existing copayments. For
example, New Hampshire increased copayments for nonemergency use of
the KR from $25 per visit to $50 per visit and increased copayments for
physician visits from $5 to $10.

Kentucky, Texas, Utah, and West Virginia made multiple changes to their
copayment requirements. For example, Utah added a copayment for
dental services for children in families with incomes at or below 150
percent of the FPL and increased copayment amounts for children in
families with incomes above 150 percent of the FPL.

Table 15: Changes in States' Copayments for Children in Medicaid and SCHIP, State
Fiscal Year 2001 through August 1, 2003

Copayment changes Medicaid* SCHIP

Statos that increased 1 6
(Delaware)  (Kentucky, Missouri. Now Hampshiro,

Texas, Utah, and West Virginia)

Statos tha* decreased 0 4
(Colorado. Texas. Utah, and Virginia)
States with no changes 4 17
(Alaska. Arkansas, (Alabama. Alaska, Arizona, Arkansas,
Missouri, Wisconsin) California, Connecticut, Florida,
lllinois, Indiana, lowa, Mississippi,
Montana, Now Jersey. Now Mexico,
North Carolina, North Dakota,
Wisconsin)
SuCht GROasM»C ryfivpQW

'Ono ol iho slates charging copayments lor some portion ot children in Modicaid, tonnessoo. Uni not
roport /.Mother changes z.uro nt.ldo to tho slato's co|. .lymont requirements

While no stales reported decreasing copayment amounts for children in
Medicaid, four stales did so for S( 11IP. Colorado decreased the S( I1IP
copayment for lumemergeucy use of the Fit from $5 to $;t, and Virginia
decreased copayments for vision exams from $25 to cither $2 or $5,
depending on family income. In addition to decreasing copayment
amounts, the remaining two states, Texas and | tali, also increased
copayments during tin* same period. Texas’ changes to copayments varied
by service and family income For example, tlu* state decreased the
copayment for generic prescription dings by $1 or $2 for certain St HIP
beneficiaries, while increasing the copayment for brand name prescription
drugs by between $1and $10 for these and othei beneficiaries. Copayment

ti\f) OMill Mr(henl,l .nut StTilllhrilrfll'Inry CuntrUnithm%



Thirty States Increased
and Five Stales Decreased
Beneficiary Contributions
for Adults

Premiums

increases for other services in Texas ranged from $3 to $50. Ulali
decreased SCIHP copayment amounts for children in families with
incomes at or below 150 percent of the FPL by $2 for physician services,
inpatient and outpatient hospital services, and KR services. The state also
increased copayments by $5 for physician and Eli services, and $1 for
certain prescription drugs for children in families with incomes above 150
percent, of the FPL.

While none of Iho states changed coinsurance requirements for children in
Medicaid,u one of the four states (Alaska, Arkansas, Colorado, and Utah)
that, charged coinsurance in SCIIIP (Colorado) increased its coinsurance

requirements.

Thirty states reported increasing the amount of beneficiary contributions
charged to.some portion ol adults in Medicaid. Most oft *sestales (21)
increased copayment amounts; fewer states increiised ptcmiums (12) and
coinsurance amounts (2). Five stales decreased beneficiary contribution
requirements, specifically with respect to cost sharing.

From the beginning of their 2001 state fiscal years through August 1, 2003,
12 states reported increasing premiums for some portion of adults iu
Medicaid. Half of these state's increased the amount of existing premium
requirements."llFor example, Rhode* Island increased monthly premiums
freemapproximately 3 permit exfa family’s income te>approximately 1
percent,"land Vermont increaseel premiums for certain working
individuals with disabilities by $25 to $3(3a month, depending on the
individual's income and whether lie* e slu* had other insurance. The other
half of these states added new premium requirements.1 For example, in
January 2003, Arizona began covering working individuals with

The iltree Mates licit eliarged reinsurance to children In Medicaid were Alaska, Arkansas,

and Missouri

the six Males wcte Massachusetts, Mississippi, New Hampshire, «trefoil, Itliode Island,
and Vennnut.

:In Rhode Island, monthly premiums fur ectiain parents wilh Incomes from 1 percent

iliioiikli Irro pen cut ofthe i'I'l, increased from $IT in $(i|]. Monthly premiums for prcjii‘aiit
women inereased from $5T to 577 for those wilh inromes from 185 percent lhruiiithJQO
percent of the Ft'l.,, and fiom 551 to $¢’ for those with incomes at or above 200 percent of

the ITI.

The six states wen* Arizona, lllinois. Kansas, Minnesota, Missouri, and Washington

Pait* ill (Al ill tut Mi'ilirnlit ami SCUtt’ Hoiudlclm*)' ConlIrPilUhui*



Cost Sharing

disabilities, requiring the new beneficiaries to pay monthly premiums of
$15 or $25, depending on their income. In 2002, Washington added a
premium for certain families covered under transitional Medicaid
assistance.¥While a few states increased premiums for pregnant women,
adults with disabilities, and parents, no states increased premiums for
noninstitutionalized elderly beneficiaries. (See table 1(3) No states
decreased premium amounts for adults during this period.

Table 16: States' Changes to Premiums for Adults in Medicaid, State Fiscal Year
2001 through August 1, 2003

Number of states

Increased Decreased No
Population premiums premiums change
Pregnant women 2 0 2
Individuals In nursing homes and
Institutions 0 0
Noninslitutionalized elderly C 2
Adults with disabilities 10 0 13
Medically needy 0 0 0
Patents 0 G
Sou'C# GAO anAtfM of HV.n yre:ipcmry

With regard to cost sharing, 25 states reported increasing requirements for
some portion of Medicaid adults. Twenty-two of these states increased
only copayment requirements, one slate increased only coinsurance
requirements, and two stales increased a combination of cost sharing
requirements/7States' cost sharing increases were generally targeted to
noninstilutionnlizcd elderly persons, adults with disabilities, parents and
medically needy individuals. (See table 17.) Some states increased the
amount of existing cost sharing requirements, while other states added
cost sharing requirements for new services, as show n iu the following
examples:

I'lklpremium was i>ilii;il to | pcrivnt of income after deductim; certain child care
trXpit 1IN A.

For the two stall siucn'aMng i harRos in more than mu* cost sliarSnu ctiiegoiy, one slate
(Utah) increased Imth copayment anti coinsurance rcuuiicmcnls, while the other state
(South t’arolina) incrca.sed hotli copayment and deductible reiiulreitienls.

I'ace 12 (SAO-OI 101 Meillcaltl and SCIII’ lliw rtrlary Contribution’



Both Nebraska and South Carolina increased prescription drug
copayments by $1, and Utah increased copayments for drugs by $2.

hi North Dakota, copayments for inpatient hospitalization increased from
$50 to $75 per stay, and copayments for nonemergency visits to the Eli
increased from $3 to $5 per visit.

Washington implemented a $3 copayment; for nonemergency visits to the*
Eli inJuly 2002. while Oklahoma added $1 to $3 copayments for certain
services, such as outpatient, hospital services.

Table 17: States’ Changes to Cost Sharing for Adults in Medicaid, State fiscal Year 2001 through August 1, 2003

Population
Pregnant women

Individuals in nursing homes and
institutions

Noninstitutionalized elderly persons
Adults with disabilities
Medically needy

Parents

Sojrco GAO Lrﬂyvscf wjrvey respites

Number of states

Copayment Coinsurance
Increased Decreased No change Increased Decreased No change
2 0 1 0 0 t
° ° ° ° 3
24 4 15 2 1 q

24 4 16 2 1 4
17 4 1n 2 1 2

21 3 14 2 1 4

Iluring this snnu* lime period, five states reported decreasing copayment,
or coinsurance requirements for portions of their adult population.
Specifically, Illinois, Indiana, Maryland, and Montana decreased
copayment amounts forsome portion of adults. For example, hotli lllinois
and Maryland eliminated theirs: copayments for generic prescription
drugs. " Only Arkansas decreased coinsurance requirements for adults. In
November 2001,1in*state decreased the coinsurance amount for inpatient
hospitalization for most adults by 12 percent, from 22 percent, of the cost
of the fust day of hospitalization to It) percent.”

"Maryland Himmau'd (Is generic prescription dni¥*copayment in November 2002, and
Ilinois nindi* Itsi'hungi* in July 2(M).'l Modi states still required some pod ion of adults to pay
copayments for brand name piesi Options,

' In Arkansas, the cost sharing requirements for working individuals with disabilities were
different from tJto.se of other Meilieald adults. The state did not elmnge cost sharing
re<|iiircnu'iit.s for working individuals with disabilities during tin- period under review.

Pace 31 C1AO I11-tilt Mi'illraiil unit SITIIP Heiiollrliny t'oiitrilnitliins



Agency Comments

We asked CMS officials to verify the technical accuracy of the statutory
and regulatory information on Medicaid and SCIIIP beneficiary
contributions presented in the background section of this report. These
officials provided technical comments, which we have incorporated as
appropriate. Because we did not evaluate CMS’s management of the
Medicaid and SCHIP programs, we did notask CMS to comment on other
sections of this report.

As agreed with your offices, we plan no further distribution of this report
until 30 days from its date of issue, unless you publicly announce its
contents. At that lime, we will send copies of this report to the
Administrator of the Centers for Medicare & Medicaid Services. We will
also make copies available to others upon request. In addition, the report
will be available at no charge on the GAO Web site at http://www.gao.gov.

Please call me on (202) 512-7118 or Carolyn Yocom on (202) 512-4931 if
you have questions about this report. Mgjor contributors to this report are
listed iu appendix X.

Kathryn (J. Allen
Director, Health Can*— Medicaid
and Private Health insurance Issues
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Appendix I: Service Utilization Rates for Low-
Income Individuals

The medical expenses charged to an individual—particularly for cost,
sharing provisions—can vary depending on the amount and type of
services used. The Medical Expenditure Panel Survey (MEPS) provides
data on individuals’ annual utilization of medical services. MEPS,
conducted by the Agency for Healthcare Research and Qualify (AI1RQ),
consists of four surveys, including the Household Component, which
provides nationally representative data and expenditures for the U.S.
civilian noninstitutionalized population. The MEPS Household Component,
is a survey of individuals regarding their demographic characteristics,
health insurance coverage, and health care use. At the time of our analysis,
the 2000 version r fthe MEPS household component was the most recent
version with all or die necessary data available.

To determine service utilization for low-income populations, we included
individuals wilh incomes below 200 percent of the FPL.1For this cohort,
we analyzed data for the following five population groups: (1) children
(defined as individuals under age 18), (2) pregnant women aged 18 and
over, (3) elderly persons—individuals aged 65 and over, (4) adults aged 18
to 64 with disabilities,2and (5) nondisabled adults aged 18to 64. For each
of those population groups, we calculated the proportion of the population
that used the following five services— (1) inpatient hospital, (2) outpatient
hospital, (3) physician, (4) proscription drug, and (5) dental—at least once
during the year (see table 1S).3For example, approximately 38 percent of
children had a nonpreventive physician visit during the year, and almost 79
percent of adults with disabilities visited the physician for nnnprevcntive

care.

'in 2000, the FPL for an individual equated to SSS€Oper vonr and Sl I,If*U fora family of
Tlive in tlie 1S contiguous states and die District, of Columbia.

MKPS defines individuals with disabilities as individuals who identified needing assistance
with at least one activity of dally living (Al)L) or Instrumental activity of daily living (IADL).
MKPS identifies APl.s as basic physical activities such as bathing, dressing, or getting
around the house and IADI.s as cognitive or social functions such as using the telephone,
paying bills, taking medication!), preparing light meals, doing laundry, or going shopping.
MKPS tiffets a relatively expansive definition of disability in that it does not distinguish the
number of ADLsor IADI.s with which an individual may require assistance.

T’or physician services, we did nat, include services provided by non physician
ptacllitonors. We excluded orthodontia from our analysis of dental services, and
imneinergency use of the emergency room became theie was no MKI'S category for these

services.
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Appendix I: Service Utilir.nlion Rates for Low-
fncome Individuals

Table 18: Percentage of the Population Below 200 Percent of the FPL Who Used Selected Services during 2000

Services

Inpatient hospital
(discharges)

Outpatient hospital (visits)

Office-based physician visits
Nonp-eventive
Nonemergency

Prescription drugs
(prescriptions filled)

Dental (visits)
Nonpreventive
Nonemergency

Children

3.9
4.8

38.1
56.0

44.8

4.6
259

Pregnant Noninstitutionalized Adults with Nondisabled
women elderly disabilities adults
50.5 19.3 26.8 6.4
29.5 27.2 28.1 9.2
60.5 68.7 78.7 39.7
89.7 07.3 86.8 51.2
83.2 89.4 96.0 54.2
119 14.2 131 9.2

25.0 27.3 284 231

Source: GAO analysis ¢l AMRO's MEPS housuhold component, JOOO.

Noto: For each service, tho data represent tho percentage ol Iho population belo.v 200 percent of lho
FPL who used that particular service at least onco during tho year.

For the individuals in each population group who used a service, we
calculated their average utilization rates for each of the selected services,
The utilization rates for each service, displayed in table 19, represent the
average use among individuals who used that particular service at least
once during the year. Additionally, since federal law generally does not
allow slates to charge Medicaid costsharing for emergency services, we
calculated the utilization rates for nencmecrgeney physician and denial
visits by excluding visits classified in MEPS as emergencies. Similarly,
since SCIIIP generally does not allow states with separate SCIIIP
programs to require cost sharing for preventive medical or dental visits,
we excluded certain types of visits we considered as preventive, such as
well-child exams and dental visits for teetli cleaning.

I'ngo 30 (IAOO | 10l Medicaid and SCIIII lIciifllriary (‘ontrilniClom*



Appendix I: Service Uliliznliou Kates for Luw-
Incoinc individuals

Table 19: Average Utilization Rates for Individuals Below 200 Percent of the FPL Who Used Selected Services during 2000, by

Population

Service
Inpatient hospital (discharges)
Outpatient hospital (visits)
Ollice-based physician visits
Nonpreventive
Nonemergency
Prescription drugs (prescriptions filled)
Dental (visits)
Nonpreventive
Nonemergency

Children
1.18
1.99

2.94
3.17
4.22

1.58
1.60

Sourco GAO"S analysisor AIIRQ s MEP S household compononl. 2000.

Pregnant
women

117
321

6.58
8.91
15.68

231
2.43

Noninstitutionalized Adults wilh Nondisabled
elderly disabilities adults

1.43 1.86 1.26

5.73 7.79 3.51

5.39 8.42 4.55

711 9.37 4.63

25.71 32.69 11.85

2.26 2.62 2.73

2.61 2.F8 2.28

Note: For each sorvico, lho data roproscnt tho average utilization of individuals who used that
particular sorvico at least onco during lho year. For example, among the children who had at least
one outpatient hospital visit during tho year, the average was 1.99 visits during tho year.

I'riK* 7
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Appendix Il: Premium Requirements for
Children in Medicaid and SCHIP, by State, as

of August 1, 2003

ean
State
Alabama Montana
Alaska Nebraska
Arizona In Nevada
Arkansas Py New Hampshire -
California ]51 Nev' Jersey
Colorado @ New Mexico
Connecticut Nov/ York
Delaware " North Carolina @i
District of Columbia North Dakota
Florida M onio
Georgia Oklahoma
Hawaii Oregon
Idaho iI"LI Pennsylvania
Illinois Rhode Island
Indiana A . South Carolina
lowa South Dakota
Kansas Tennessee (ot nj]
Kentucky Texas lu
Louisiana Utah itif
Maine Vermont TV
Maryland Virginia
Massachusetts mi. Washington n
Michigan West Virginia
Minnesota s¥ Wisconsin
Mississippi Wyoming
Missouri

rtem ums charged (or nil children
Premiums charged 'or most children
j P'emurnr. charged for w o children

No premiums charged for children
Souico tiAO .inntyvsnf MaSj survey rctponsuQ

Nolo: In our survey, slalos were askod lo indicate what portion ol lho population was charged
premiums by selecting “all,” "most,” “somu," or “nono."

‘Slalo only charged premiums lo somo portion ol children wilh special noods,
‘Stato did not charge premiums, but had an onrollmenl foe.

Tonnossco, which oporalos its ontiro Medicaid program under an 1115 wnivor, charged premiums for
somo children in families with incomos at or abovo lho FPL

Tennessee did nol havo a SCHIP program

‘Toxas also had an enroliment loo.

tax:ls CAO Il I-111t .Mi'dlenhl nml SCHIP lIteiicflrinry Coiilrihulinns



Appendix Ill: Premium Amounts for Children

In Medicaid and SCHIP, by State, as of

August 1, 2003

Lowest percentage of
the FPL at which state

State charged premiums*
Medicaid

Arizona 100

Arkansas Varied4
Hawaii >200

Massachusetts >150

Minnesota o

Rhode Island 150

Tennessee 100

Vermont 185

Wisconsin >150

SCHIP

Alabama >150
Arizona >150
California >100*
Connecticut >235
Delaware 101
Florida <200
Georgia >100
lllinois 150
Indiana >150
lowa >150
Kansas 151
Maine >150
Maryland >185
Massachusetts >150
Michigan >150
Missouri 226
Nevada 100
Now Hampshire 185

Puk'i' titi

Range of premium amounts"

$15 or $25

$21 to $458*

$60

$12 per child with $36 family maximum; or

$15 to over $928; or 60% to 85% of full premium1

$4 to $300 per individual; $8 to $900 per family"
$61 to $92

$20 to $550 for an individual;
$40 to $1.375 for a family’

$25 or $35

$30 to over S3601

$50 annual premium per child with a $150
family maximum

$10 per child; $15 for more than 1 child
$4 or $9
$30 per child, with a $50 per family maximum

$10 or $25

$20

$10 to $20

$15 to $30

$11 to $25

S10 per child with a $20 family maximum

$10 or $15

$5 to S20 for 1 child; $10 to $40 for
more than 1 child

$37 to $50

$12 per child with a $36 family maximum; or
$15 to $35; or 60% of lull premium

$5

$59 to $225’
$10 to $50
$25 to $100

GAO-OlI-Il

Unit chargedO

Individual
Family
Individual

Individual and
family

Individual or family
Family
Individual or family

Household
Individual

Individual and
family

Family
Individual

Individual and
family

Family
Family
Household
Individual
Family

Individual and
family

Family

Individual or
household

Family
Individual oi family

Family
Family
Household
Individual

Medicaid ami S('I111* H pitrflriiiry ConlrilHitloiift



Appendix I11: Premium Amounts for Children
in Medicaid and SCIIIP, by Stale, os of
August 1, 2003

Lowest percentage of
the FPL at which state

Stale charged premiums' Range of premium amounts” Unit charged"
New Jersey 200 $16.50 to $110 Family

New York 133 $9 or $15 per individual; $27 or $45 per family Individual or family
Rhode Island 150 $61 to $92 Family

Texas 151 $15 to $18 Family

Utah <150 $13 to $25 per quarter Family

Vermont >225 $70 Household
Wasninglon >200™" $10 per individual with $30 family maximum Individual or family
Wisconsin >150 $30 to $360* Family

Sourco: GAQ arelyses ot stale survey responses and documentation provided by states.
'In 2003, lho FPL lor an individual equated lo $8,980 per year and $15,260 lor a family of Ihrco in ho
48 contiguous slates and Iho District of Columbia.

“Premiums were paid on a monthly basis unless otherwise noted.

'In Medicaid and SCHIP, statos dclormino premium charges for an individual, family unit, or
household (individuals living in tho same house).

"Arkansas charged premiums to children in a family ol any size with an income abovo $25,000, Tho
estimated equivalent percentage of FPL at which the slalo began charging children could have
ranged Irom 120 percent for a family of fivn to 300 porcent based on a family sizo of 1

*In Arkansas, the highest premium amount, 3458 per month, would bo charged to a child from a
family whoso incomo exceeded $200,000 per year.

'In Massachusetts, premiums of $928 or more per month would bo charged to a child from a family
whoso incomo oxcoeded 1,000 percent ol tho FPL, which equated to approximately $153,000 per
year for a family of Ihroo. Other individuals wilh other health insurance coverage can be charged a
percentage of premiums in order to obtain supplemental coverago.

'In Minnesota, familios could chooso lo enroll their children in either tho state's regular Medicaid
program or ils 1115 waivor program - both of which covered children from familios with incomes up to
275 porcent of tho FPL. Children In familios that chose to enroll in tho 1115 waivor program wore
charged premiums regardless of their family incomo. Thus, familios with incomos less than 1 porcent

of tho FPL could chooso lo pay premiums.

"In Minnesota, tho highest premium amount, S900 per family per month, would bo charged to a family
whoso incomo was at least 275 percent ol tho FPL, which equates to approximately 342,000 per year
(or a family of throo.

In Tennessee, tho highest premium amount, S1.375 per month, would bo charged to a family ol throo
whoso incomo was at least Q0O percent of tho FPL. which equated to approximately $91,600 por
year.

'In Wisconsin, monthly premiums ol $360 and r iovo would bo charged lo a child Irom a family whoso
annual Incomo was at loasl $144,000.

‘Tho porccritago represents an oslimatod equivalent lor Tho monthly incomo figures that California
provided based on one family rnembor In 2003.

In Missouri, iho highest premium amount, $225 per month, would bo charged lo a family ol six or
moro whoso income oxceods $61,700 por year,

Tho percentage represents an ostimutod oquivalont lor tho monthly incomo figures that Washington
provided tiasod on ono family mombor in 2003.
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Appendix V. Copayment Requirements for
Children in Medicaid and SCHIP, by State, as

of August 1, 2003

Alabama MTJ Montana A"
Alaska Nebraska

Arizona Nevada

Arkansas HS§ New Hampshire

California New Jersey 1"
Colorado m New Mexico

Connoclicut Nev/ York

Dolaware E3 _I”d Norlh Carolina

Dislricl of Columbia Norlh Dakota H—l
Florida Ohio

Goorola Oklahoma

Hawaii Oregon

Idaho Pennsylvania

Illinois W Rhode Island

Indiana Soutli Carolina

lowa South Dakota

Kansas Tennessee ml M
Kentucky try t Texas

Louisiana Ulah [ ]
Maine Vermont

Maryland TdT Virginia

Massachusetts Washington

Michigan West Virginia

Minnesola Wisconsin 87*
Mississippi Wyoming

Missouri

| Copayments charged lor all children
Copayments charged lor most children
Copayments charged (or somo children
No copayments charged lor ch Idren

Senren G&J.n.Vyr «.cl 'tote >irvey tDtptv.ws
Noto: In our survey, nintos woro asked lo indicato what portion ol tho population was charged
copaynionts by selecting “all," “most,” “somo," or "nono.”

"Arkansas charged copayments lo all children Inils 1115 waivor program, but did not chargo
copayments lo other children.

'Delaware's only copayment, which tho slalo chargod lo all populations in ils Medicaid program, was
for noncrnorgency transportation services.

'Although Delaware did not chargo copaymonls lo children in SCHIP, iho slalo did chargo a loo tor
inappropriate uso ol the emergency room.

I'rijjo 1L (iAO Ol IOl Modlenld mill SCIII* Hoimliclary (‘onlrlliiillnni



Appendix IV: Copayment Requirements for
Cliildren in Medicaid and SCIlII], by State, as
ofAugust 1, 2003

'Maryland’s SCHIP program did not chargo copaymonls, but SCHIP beneficiaries receiving coverage
through Maryland's employer-sponsored insurance program may bo charged copaymonls by lhoir

hoallh plan.

"Tennessee, which operates ils entire Medicaid program under an 1115 waivor, charged copaymonls
for somo children in families wilh incomes at or above the FPL.

‘Tennessee did not have a SCHIP program.
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Appendix V. Cost Sharing Amounts for
Children in Medicaid and SCHIP, by State, as

of August 1, 2003

State
Medicaid
Alaska

Arkansas

Delaware'
Missouri

Tennessee
Wisconsin
SCHIP
Alabama
Arizona

Alaska

Arkansas

California

Colorado

Connecticut
Florida
Illinois
Indiana
lowa
Kentucky
Mississippi
Missouri
Montana
New Hampshire
New Jersey
Now Mexico

Outpatient
hospital*

Inpatic.it
hospital*

550 per day 5% of allowable

(maximum of charges
S200 per
discharge)

20% of the cost $10
of the first day

NA NA

$10 $2

$100 or $200 NA

$3 $3

$5 $5

NA NA

$50 per day 5% of allowable

(maximum of charges
$200 per
discharge)

20% of the cost $10
of the first day

NA $5

NA $2 or $5

NA $5

NA $3

$2 or $5 $2 or $5

NA NA

NA NA

NA NA

$5 $5

NA $5 0r$10

$25 $5

NA NA

NA $5

$25 $5

I'ntfc in

Physician
services*

$3

$10

NA
$1

$5 to $25
$1 to $3

$5
NA
$3

$10

$5
$2 or $5

$5

$3

$2 or $5
NA

NA

$2

$5

$5 or S10
$3

$10

$5 or$10
$5

Prescription
drugs"

S2

$5

$5 or $10
$0.50 or $1

$1 or$3
NA
$2

$5

$1 to $5

$3to $6
$3

$2 to $5
$3 or $10
NA

$1

NA

$9

$3 or $5
$5 or $10
$1 to $10
$2

Nonemergency use
of emergency room*

5% of allowable
charges

$10

NA
$1 or$2

$25 or $50
$3

$5
$5

5% of allowable
charges

$10

$5*
$3 or $15

$25

$10

$25

NA

$25

NA

$15

$5 or$10
$5

$50

$1 to $10
$15

Dental services*

NA

$10

NA

5% for dentures;
$0.50 to $3 for
other services

$15 or$25
$0.50 to $3

$5
NA
NA

$10

$5 per service

coinsurance net
to exceed $5 per
non-routine
service

$5

NA

$2 or $5
NA

NA

$2

$5

$5 or S10
NA

NA

NA

$5
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Stale

North Carolina
North Dakota
Texas

Utah

Virginia
West Virginia

Wisconsin

Inpatient
hospital*

NA
$50
$100

$3 or 10% of
allowable
charges'

$15 or$25
$25

$3

Appendix V: Cost Sharing Amounts lor
Children in Medicaid anil SCIIIP, by State, as
of August 1, 2003

Outpatient Physician Prescription Nonemergency use

hospital* services* drugs" of emergency room* Dental services’

$5 $5 $6 $20 $5

NA NA $2 $5 NA

NA $10 $3 to $20 $3 to $50 NA

$3 or 10% of $3or $15°  $1 to $5 or 50% $3 or $35' $3 or 20% of

allowable of allowable allowable

charges' charges' charges'

$2 or $5 $2 or $5 $2 or $5 $10 or$25 $5

$25 per $15 $5 to $15 $35 NA
procedure

$3 $1 to $3 $0.50 to $1 $3 $0.50 to $3

Sourco: G A O analysis of stato survey responses and documentation provided by states.

NA = Not applicable. Tho slalo did not chargo cosl sharing for Ihis service.

Nolo: This appendix rellocls cos! sharing amounts charged by slates for the portion ol tho Medicaid
and SCHIP populations subject to cost sharing charges. Tho amount ol cosl sharing and tho services
subject to cost sharing may vary within a stato by population. See Appendix IV for details on tho
portion of children subject lo copayment requirements in Medicaid and SCHIP.

'Cost sharing amount is on a per visit or per admission basis unless otherwise noted.
'Cost sharing amount is on a por prescription basis unless otherwise noted.
Delaware charged a Sl copayment for noncmergoncy transportation.

'Missouri did not have a copayment for prescription daigs in Medicaid, but somo children woro
charged a dispensing feo for prescriolions.

"California charged a $5 copayment for emergency services, which is waived if Iho beneficiary is
hospitalized. However, tho stato did not cover nonomorgoncy services provided in tho emergency
room.

'Utah SCHIP charged a copayment for children with a family incomo at or below 150 percent FPL and
charged copayment or coinsurance for children in a family wilh a higher incomo level.
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Appendix VI: Premiums for Adult
Populations in Medicaid, by State, as of

August 1, 2003

State

Alaska

Arizona
California
Connecticut
Hawaii*1

lllinois

Indiana

lowa

Kansas

MaineQ
Massachusetts
Minnesota
Mississippi
Missouri
Nebraska

New Hampshire
Oregon*1l
Pennsylvania
Rhode Island
Tennesseel
Ulan”

Vermont'
Washington
Wisconsin___
Wyoming

S 8S || Premiums charged lor all adulls

IH H I p,slniums chargor! lor most nduUs
Premiums charged lor coins adulls

1No premiums charged (or adulls

Jrfiite 6 AO .inVyrijol einlfl survey lev pen: 3

Notes: n our survey, slates woro asked lo indicalo what portion ol 1ho population was charged
premiums by selecting ‘all,” "most," "somo," or "none. "They wore also asked lo dosignalo il Modicaid

did not cover a populalion in lheir slalo.

Tho following stales did not chargo premiums lo any adulls in Modicaid: Alabama, Arkansas,
Colorado, Dolawaro, District ol Columbia, Florida, Georgia, Idaho, Kentucky, Louisiana, Maryland,
Michigan, Montana, Nevada, Now Jorsoy, Now Moxico, Now York, North Carolina, North Dakota,
Ohio, Oklahoma, South Carolina, South Dakota, Toxas, Virginia, and West Virginia.
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Appendix VI: Premiums I'or Adult Populations
in Medicaid, by State, ns of August 1, 2003

'This population includes working adulls wilh disabilities. Statos may require premiums from certain
working adults with disabilities who recoived Medicaid coverage under Iho Balanced Budget Act of
1997 or the Ticket to Work and Work Incentives Improvement Act of 1999.

“Population not covered in Iho slate’s Medicaid program.

‘Stale charged premiums lo all working individuals with disabilities, but did not chargo premiums to
other adults with disabilities.

‘Slate charged premiums lo some portion of childless adults.
'Maine charged premiums lo individuals in tho slate's HIV/AIDS waiver program.

‘Tennessee, which operates ils entire Medicaid program under an 1115 waiver, charged premiums lo
somo adulls enrolled in Iho state's 1115 waiver program who had incomes at or abovo the poverty

level,

"Not applicable: Tennessee did not report information based on lhoso population groups.
“Utah charged an enrollment foe to all adults enrolled in tho stato’s primary care waiver program.

Vermont charged premiums to some adults enrolled in the stale’s 1115 waiver program.
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Appendix VII: Premium Amounts for Adults
In Medicaid, by State, as of August 1, 2003

Lowest percentage of the

Stale charged premiums* Range of premium amounts”
Alaska 100 Formula based on lamily incomo Individual
Arizona 100 $15 or $25 Individual
California ¢ $20 to $250 for an individual; Individual or couple
$30 to $375 for a couplo
Connecticut >200 10% of monthly incomo oxceeding Individual and spouso
200% of iho Fpt.
Hawaii - S30, $60, or amount varied’ Individual
llinois >250 $6 to $100 Individual
Indiana 150 S48 to $107 for an individual; Individual or couple
$65 to S251lor a couplo
lowa >150 S20t0$201 Individual
Kansas 100 $55 to $152 for an individual; Individual or couplo
$74 lo $205 for a couplo
Maine 150* $10 to $40; Individual or family
3% of family incomo*
Massachusetts >100* $15 to over $928; Individual or family
60 to 85°* of full premium’
Minnesota * $4 to $900' Individual, family, or household
Mississippi 150 $55 to $91for an individual. Individual or couplo
$75 to $122 for a couplo
Missouri >150 Formula based on incomo Individual
Nebraska 100* $31 to $183 for an Individual; Individual, couplo. or Lwiisohold
$41 to $247 for a couple;
$22 to $139 for a household
Now Hampshire 150 $80 to $220 Individual
Oregon $6 to $20 Individual
Pennsylvania ¢ 5% ol Income Individual
Rhode Island 150* $61 to $92 Farrvly
Tcnnosseo 100 $20 to $550 for an Individual. Individual or family
$40 to S1.375 tor n family
Jlah 100 15% of incomo Individual
Vermont > 50* $10 semi annually to $75 per month Individual or household
Washington 11* Formula based on incomo individual or household
Wisconsin >150 $25 to $IOOL', Individual nr lamily
$30 to $300
Wyoming [C | Formula barsod on incomo Individual

Qe PAQ o

FPL at which stale
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Mfdlrnid, 1>y Stale-, asill August |, 2003

Nolos.Tho following states did nol chargo premiums lo any adulls In Modicaid: Alabama, Arkansas,
Colorado. Delaware, District ol Columbia, Florida, Georgia, ldaho, Kentucky, Louisiana, Maryland,
Michigan, Montana, Nevada, New Jersey, New Moxlco, Now York. Norlh Carolina, North Dakota,
Ohio, Oklahoma. Soulh Carolina, South Dakota, Texas, Virginia, and West Virginia.

This appendix roMccls tho rango in premiums statos charged across their ontiro adult population.

‘In 2003, tho Ff i. for no individual equaled to $8,980 por year and $15,260 tor a family ol threo in tho
<18 contiguous statos and Iho District of Columbia.

‘Unless olhorwiso noted, premiums wore paid on a monlhly basis. Additionally, stalos havo discretion
ir. defining incono lor purposes ol eligibility determination.

Tho lowest incomo level at which an adult could bo charged premiums in this state's Modicaid
program equated lo less than one percent ol tho FPL. However, for certain populations, thoro woro
higher incorno thresholds at which the stato began charging premiums

'In Hawaii, lho premium amount (or cortam individuals varied based on tho individual's ago. gender,
geographic location and health ptan.

mRopresonls tho lowost incomo level at which an adult could bo charged premiums ri this state's
Modicaid program. Howavor, for certain populations thoro wore higher incomo lhros iclds at which tho
state began charging premiums.

In Massachusetts, premiums c( $928 or more per mor.lh would bo charged to a child from a lamily

whoso incomo exceeded 1,000 percent ol tho FPL. which equated to approximately S153.000 por
your for a family ol throo. Other individuals with other health insurance covorago can bo charged a

percentage ol premiums in order lo obtain supplemental covorago

‘In Minnesota, iho highest premium amount, S900 por family por month, would bo charged ro a family
whoso mcome was at toast 275 percent ol me FPL. which equated to approximately S-12,000 per year
for a family ol Ihruo

Pennsylvania charged premiums only fur wort mg mri-viduals with disabilities whoso incomes woro
below 250 porcont ol lire TPL

Tho highest premium umounl, $1,375 por month, woo'd bo charged to a family whcso ixomo was at
liras! 6CO percent of tho FPL, which equated to approximately $91,600 per year

lho highest promu m amounts woro for coit.m working individuals with doabiMres Tho premium
amount charged was approximately threo percent ot the indivuii il's earned incomo and all ot tbx
individual's unnamed incomo alter disregarding cerium living and motherl expenses
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Appendix VIII: Copayment Requirements for
Adults in Medicaid, by State, as of August 1,

2003

Stale
Alabama
Alaska”
Arizona
Arkansas
California
Colorado
Connecticut
Dolawaio
District of Columbia
Florida
Georgia
lllinois
Indiana
lowa
Kansas
Kentucky
Louisiana
Maine*1
Maryland
Massachusetts
Minnesota
Mississippi

| Copoynv.r.is

| Cepoyrrédnls

for ji adults

ir rsohV} nduff*

JHNLopjj THi.i i@ liuuikii *.»NJii'li

State

Missouri”
Montana

Nebraska?

New Hampshire

New York

North Carolina
North Dakota
Oklahoma
Oregon'l
Pennsylvania’l
South Carolinal
South Dakota
Tennesseel

Vermont™
Virginia
Washington
West Virginia
Wisconsin
Wyoming

Notov lo our survoy. Matos woro asVod lo ind«alo wh.it portion ol tho population was chargod cost
u.luring by vclrxinuj ‘all,* "moi.t," *aomo,* or "norm.” Thoy wuro alio asked to dosignato .1a population

wub not covored hy thoir slatoV Modicaid program

Tho following Matos did rvot chargo copaymonls to nny adults In Modicaid Hawaii, Idaho, Michigan,
Hovada. How Jornoy. Ohio. Hhodo Island, and Tokos.

"Population not covorod in tho Mato's Modicaid program

'Alaska also chuigod copaymonls to all mdividi .ils qualifying (or Irangitional Modicaid nssfetanco

t*a«a tft (*AC.I)I (lit Mrdiraidand M il IP Il nrllrl.in I'sminim linn*



Appendix VIII: Copayment Requirements for
Adults in .Medicaid, by State, as of August I,

'Dclawaro's only copaymont, which lho slalo charged lo all populations in its Modicaid program, was
tor nonomergcncy transportation sorvico3.

'Maine also charged copayments lo all individuals enrolled in lls HIV/AIDs waiver program and all
individuals in its comprehensive 1115 waivor program

'In addition, individuals participating in tho Missouri’'s 1115 waiver program, which extends 12 months
ot additional coverngo to working parents or caretakers, woro also charged copaymonls, As of
January 2004, this program had approximately 2,400 boncliciarios.

'Nebraska also charged copayments to most individuals in its rofugco resettlement program.
'Oregon also charged copayments to most cbildloss adults.

"Pennsylvania also charged copayments to most adulls in ils goneral assistance program.
Stato also charged copaymonls to all individuals in ils slate’s Medicaid pharmacy program.

Tennessee, which operates ils cnliro Modicaid program under an 1115 waivor, charged copayments
to somo adults enrolled in tho slate’s 1115 waivor program who had incomes at or abovo lho poverty

level.
"Not applicable: Tennessee did not report information based on theso population groups.
Utah also charged copayrnonts to all individuals enrolled in its primary caro waivor program.

“Vormonl n’so charged copayments lo all individuals enrolled in ils 1115 waiver program
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Appendix IX: Cost Snaring Amounts for
Adults in Medicaid, by State, as of August 1,

2003

Stoto
Alabama
Alaska

Arizona
Arkansas

California

Colorado
Connecticut
Delaware'

District of Columbia

Florida

Georgia

lllinois

Indiana

lowa

Kar ;as
Kentucky
Louisiana
Maine
Maryland
Massachusetts

Minnesota

Mississippi
Missouri

Montana

Inpatient
hospital*

$50

$50 per day
($200 maximum
per discharge)

NA

10% to 25% ol
per diem
amount

NA
$15
NA
NA
NA
$3

$12.50
$2 or $3

por dayl

NA

NA

$18

NA

NA

$0.50 to $3*
NA

NA

NA

$10 per day
(maximum of
ono-hall ol lirst
day por diem)

$10

£100

Outpatient
hospital*

$3

5% of allowable
charges

NA
$10

$1
$3
NA
NA
NA
$3

$3
NA

NA
N/
$3
NA
NA
$0.50 to $3*
NA
NA
NA

$3

$2 or $10'

$5

Physician
services*

$1
$3

$10

$1
$2
NA
NA
NA

$2 per day per
provider

$2
S2

NA
$3
$2
$2
NA
$0.50 to $3*
NA
NA
NA

$3

$1' or $10'

Prescription
drugs”

$0.50 to $3
$2

NA
$0.50 to $15

$1
$0.75 or $3
$1
NA
$1
NA

$0.50
$1 to $3

$0.50 to $3
$0.50 to $3
$3

$1

$0.50 to $3
$2.50 to $10
$2 to S7.50
$2

$3

$1 or$3

$0.50 to $2 or $5'

$1 to $5

Nonemorgency use
of the emergency
room*

$3

5% ol allowable
charges

$5
$10

$5
$3
NA
NA
NA
NA

$3
NA

$1 to $2
NA
NA
NA
NA
NA
NA
NA
NA

$3

$1 or $2

$5

Dental
services"

NA
NA

NA
$10

NA
NA
NA
NA
NA

5% O
charges

NA
NA

NA
$3
S3
$2
NA
NA
NA
NA

50% ot
payment rate

S3

S0.50 to $3 or
5% Of
chargos or
$10'

S3
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State
Nebraska

New Hampshire
New Mexico
Now York

North Carolina
North Dakota

Oklahoma
Oregon

Pennsylvania

South Carolina
South Dakota

Tennessee
Utah

Vermont

Virginia
Washington
West Virginia
Wisconsin

Wyoming
SourCO CiAO ururym of *.»le

Inpatient
hospital'

NA

NA
S25

$25 per visit
with an
overnight stay

NA
$50

$3 per day
$250

$3 per day;
maximum ol
$21 per
admission

NA
NA

$100 or $200
$220

$50 or $75

$100
NA
NA

$3 per day;
maximium ol
$75

NA

Appendix IX: Cost Sharing Amounts for
Adults iu Mcdicnid, by State, as of August 1,

2003

Outpatient
hospital'

$3

NA
$5
$3

$3
$1 or$2

$3 per day
$3 to S20
SO.50 to $3

NA

5% ol payment;
maximum of
$50

NA
$2 or $3

$3 or $25 por
day

$3
NA
NA
$3

G

Wipeout And OOcutnonMIiOA prew.tod ty

Physician
services*

$2

NA
S5
NA

$3

$2

$1 per service
S3to S5
$0.50 to $3

NA
$2

$5° $25
$3 or $5

$7

$1
NA

NA
$1 to $3

$2

Prescription
drugs"

$2
per person

$0.50 or Sl
$2
$0.50 or $2

$1 or $3

$3 (brand namo
oniy)

$1 or$2
$2 to $15
$1

S3to $21"
$2

$5 or $10

$2 to $5 or 25%
ol cost

$1 to S10 or 50%
to 60%

$1
NA
$0.50 to $3
$.50 to SI5'

$2 to $25

Nonemergency use
of the emergency
room*

NA

NA
$15
$3

NA

$3

NA
$50
$1 to $6

NA
5% of payment;
maximum of $50

$25 or $50
$6 or $30

$60

NA

88

NA  Not npplicablo. Tho stato did not chargo cost sharing for this sorvico

Dental
services*

$3 per
service

NA
$5
NA

$3 per
service

$2

NA
$10 to S100
SO50 to $3

NA
$1

$15 or$25

10% of

allowable
Modicaid
payment

S3

NA
NA
NA
S.50 to $3

NA

Notes: Tim following statos did not chargo cost sharing to any adulls in Modicaid: Hawaii, Idaho,
Michigan, Nevada. Now Jorsoy, Ohio, Ithodo Island, and Tox.is

l'aip' r2
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Appendix IX: Cost Sharing Amounts for
Adults in Medicaid, hy State, as of August I,
2003

This appondix rollecls cosl sharing amounts charged by stales for tho sorvices and portions of Iho
Modicaid adult populations subject lo cosl sharing charges. Tho amount ol cost sharing and tho
scrvicos subject to cost sharing may vary within a slalo by population. Soo Appondix VIII for details
on |ho adull populations subject to copaymont requirements in Modicaid.

"Cost sharing amount is on a por visit or per admission basis unless olhor.viso nolod.
'Cost sharing amount is on a por prescription basis unless otherwise noted.
‘Dolawaro's only cosl sharing was a $1 copayment for nonomcrgoncy Iransporlation.
"llinois did not roquiro cost sharing lor all proccduros within this service.

‘Maino had a $3 daily limit and a $30 monthly limit for lhoso sorvices.

‘Copaymonl is for individuals participating in Tho Missouri's 1115 waivor program, which extends 12
months ot additional covorago lo working parents or caretakers As ol January 2003, this program
had approximately 2,300 beneficiaries.

"Missouri’s copaymonl for physician services is only (or sorvices rendored in a hospital outpatient
clinic or omorgoncy room.

'South Carolina had a $500 deductible tor elderly individuals cnroilod in tha stato's pharmacy waivor.

Wisconsin also had a deductible— either $500 or $850. depending on incomo levels— for elderly
individuals cnroilod in tho state’s pharmacy waivor program.
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The State Children's Health Insurance Program (SCHIP) was created
-‘{i} * ]I'\f;'LN“ P in 1997 to cover uninsured children from families with incomes of
200% or less of the Federal Poverty Level (FPL). In 2005, 49 states
and the District of Columbia were operating a SCHIP program. These
programs have had their intended effect of reducing the number
of uninsured children. Some states, however, have observed that
children leaving the SCHIP program due to loss of financial eligibility
become uninsured because their families either do not have access to
employer coverage or cannot afford private coverage.

practical Infbrntalioir

By 2005 seven states had developed programs to fill in this coverage
gap by augmenting their SCHIP programs with "buy-in" programs.

In a buy-in program families with incomes in excess of SCHIP
program eligibility limits are allowed to purchase insurance coverage
for their children through the state's SCHIP program.1 Families

pay for a significant portion (or all) of the cost the state incurs

for the coverage. The seven states operating buy-in programs

are Connecticut, Florida, Maine, North Carolina, New Hampshire,
New York, and Pennsylvania. Four of these states - Florida, New
Hampshire, New York, and Pennsylvania - had implemented a buy-in
program prior to the passage of SCHIP. In September 2005, these
seven states reported covering a total of 837,290 children in their
SCHIP programs, and 44,416 in their buy in programs (Table 1).
These states further report that their buy-in programs cost them little
to operate and are needed to fill a coveraye gap for children.

.iiflciices

f[ [nms

Table 1: Enrollment in SCHIP and SCHIP buy-in programs

Point In time SCHIP Point in Time Buy-in

— zZzm g o — o0

coNrriuN'crs State enroliment Er;rgllrr:entb
(as of September 2005) (@so zof)gj_em er
] Connecticut 14.963 708
Florida 202,133 20,401
Maine 14.300 100
Nottli Carolina 130.291 2.655
New Hampshire 7,114 1.409
B-a~SgBQDBU.SIVO New York .340.000 17,762
3 ‘ 7.881

technical asslfitanoo
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State SCHIP program staff have expressed interest in learning more about these seven states' experience
in operating buy-in programs so that they might make a more informed decision about whether or not to

pursue establishing buy-in programs of their own.

To meet this need( National Academy for State Health Policy (NASHP) staff examined key elements of

the seven state buy-in programs in operation in 2005. The information used to prepare this brief was
collected from state websites and telephone interviews with the state staff who administer buy-in programs.
Representatives from each of the seven states also reviewed a draft of this brief. The remainder of this
brief summarizes essential aspects of buy-in programs in the areas of administration, eligibility, and

premiums and benefits.

Program A dministration

All seven states use the same administrative structure for their buy-in programs as they do for their SCHIP
programs. States that contract with a vendor to administer their SCHIP program use the same vendor— and
often the same contract— to provide the same functions for their buy-in programs. Similar'y, state staff
that perform administrative functions for the SCHIP programs perform those same functions for the buy-in

programs.

Six of the seven states with buy-in programs pass on the full cost of administering the program to the
families participating in the program. They do this by charging participating families a premium that covers
both the amount the state pays for the health care coverage and the cost to administer the program.
However, in New Hampshire, the New Hampshire Healthy Kids Corporation (NHHK), the administrative
vendor that manages the SCHIP program, operates the buy-in program outside of its contract with the
state. NHHK has negotiated agreements with insurers to donate their administrative cost so the only
administrative cost added to the family premium is for NHHK administrative costs.

About SCHIP

The Balanced Budget Act of 1997 included the authorization of Title XXI of the Social Security Act,
otherwise known as the State Children's Health Insurance Program rsCHIP), In creating SCHIP,
Cong <-ss sought to assist state efforts to initiate and expand the provision of health benefits cover-

age to uninsured, low-income children.

States can provide SCHIP coverage to low-income children by using one of three options:

Create a separate child health program (S-SCHIP),
Expand eligibility for benefits under the state's Medicaid plan (M-SCHIP), or

Implement both types of programs (combination).

All SCI IIP programs are designed and administered by states within federal SCI IIP rules. States
have more flexibility in the design of S-SCHIP programs than M-SCHIP programs because
S-SCHIP programs are bound by federal SCHIP rules while M-SCHIP programs are bound by both

SCHIP and Medicaid rules.

ISSUE BRIEF/2



E ligibility

The states that offer buy-in programs have established income eligibility policies (Table 2) that indicate the
program's purpose of filling in a coverage gap for children from families with incomes too high to qualify for

SCHIP.

In six of the seven states the minimum income eligibility limit for the buy-in program is explicitly set at
the point at which income eligibility for the SCHIP program ends. North Carolina, New Hampshire, and
Pennsylvania have also established upper income limits for their buy-in programs. New Hampshire specifies
that in order to qualify for the buy-in program a child must be a legal alien and not eligible for SCHIP. This
means that legal alien children who have not been in the United States for 5 years (the minimum for SCHIP

eligibility) are eligible for the buy-in program.

Maine and North Carolina make a direct link between qualifying for eligibility in the buy-in program and losing
eligibility for the SCHIP program due to increased income. In these ctates the only children who qualify

for the buy-in program are those leaving the SCHIP program (in effi.  here can be no break in coverage
between "graduating” from the SCHIP program and entering the buy-in program). In addition, in North
Carolina only children who have been enrolled in SCHIP for a least one year are eligible for the buy-in.

Table 2: Overview of eligibility policies in the seven state buy-in programs

Maximum
Lower Upper Time a
PP Upper Age Child May How Often
Income Income . . S L
State L o Limit Remain Eligibility is Other limits
Limit Limit (years) in the Redetermined
(FPL) (FPL) Y
Program
(months)
Connecticut 300% None Through 18 None Annually None
Enrollment capped at
Florida 200% None Through 18 None Annually 10% of total SCHIP
enrollment2
May only join when
Maine 200% None Through 18 18 Never leaving the SCHIP
program
May only join when
North Carolina 200% 235% Through 18 12 Never leaving the SCHIP
program
Through 18,
New except until
. 300% - None Never None
Hanmpshire 0 100% 51 it in high
SChoOl
208% net
New York 250% None Through 18 None Never None
gross
Pennsylvania 200% 235% Through 18 None Annually None

Sotiico: NASHP suit tosoarch
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Six of the seven states have established an upper age limit for the buy-in program that is the same as the
SCHIP program age limit (though age 18). New Hampshire requires most children to leave the program
after their 19th birthday but allows those who are high school students to remain until age 21.

Five of the seven states with buy-in programs have a mechanism in place that positions their buy-in
programs as a bridge to other coverage— not as a long-term source of coverage.

e Maine and North Carolina have a maximum limit (18 months and 12 months, respectively) on the

length of time a child may remain in the buy-in program.
e Connecticut, Florida, and Pennsylvania require program participants to submit information annually

to determine their eligibility.

In all seven states with buy-in programs, a family that participates may request an eligibility assessment at
any time to determine if they are eligible for SCHIP or Medicaid.

P remiums and B enefits

Monthly premiums range from a low of $97 per child in one region of New York3to $220 per child for

a plan in Connecticut (Table 3).
families pay the full cost of the premium.

In six of the buy-in programs (all but Pennsylvania), participating
In Pennsylvania, the premium cost is shared by the state and

participating families— each pays half of the fuli premium cost of $132 per child per month.

Table 3: Overview of premiums and benefits in the seven buy-in programs

Uses same contract

Offers Same Benefit Package

State Erem|um for buy-in and SCHIP to Buy-in and SCHIP
(per child per month) .
program program Participants
168- .
Connecticut $168-$220 depending on Yes Yes
the plan
$110 Yes, except families may elect
Florida (%98 without dental Yes not to take dental for a reduced
coverage) premium
Maine $102 Yes Yes
North Carolina $196.74 Yes Yes
. No, package excludes prenatal,
New Hampshire $130 No labor, and delivery services
$97-$152
. Yes Yes
New York (depending on the plan)
$132
(State-wide average of 7
Pennsylvania different contractors. Yes Yes

The family pays half of the
total.)

Source: NASHP sinffresearch
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Six of the seven states (all except New Hampshire) offer the same benefits to children enrolled in the buy-
in program as they do to those enrolled in the SCHIP program— and these six states have also included
buy-in participants in the contracts they have with health plans for their SCHIP programs. New Hampshire
offers a reduced benefit package and has separate contracts with health plans for the buy-in participants.

Conclusion

Buy-in programs for children no longer eligible for SCHIP, such as those described here, cost states little
to operate. The states with buy-in programs view them as filling a coverage gap for children of working
families who don't have access to or cannot afford employer-based or private coverage. While enrollment
it these programs is small, they do offer a vehicle for coverage for a population of children that would not

otherwise be covered.

Notes

1Federal SCHIP funding is not used to pay for any part of the cost of covering these families.

2Florida reports that the buy-in program has historical enrollment levels of approximately 5% of the
SCHIP enrollment. However, over the last 18 months, buy-in enrollment as a percentage of SCHIP
enrollment has steadily increased. In October 2005 buy-in enrollment reached a peak of 10.1%.

JIn New York, Health Plans create regions in which they offer different plans. An individual region could
have multiple plans competing for enrollees. Nonetheless, the premiums within the state range from $97

PM/PM to $152 PM/PM.

About NASHP

The National Academy for State Health Policy is an independent academy of state health
policymakers working together to identify emerging issues, develop policy solutions, and improve
state health policy and practice, NASHP provides a forum for constructive, nonpartisan work across
branches and agencies of state government on crilical health issues facing states. We are a

non-profit, non-partisan organization dedicated to helping states achieve excellence in health policy

and practice.
Contact us at

50 Monument Square, Suite 502, Portland, Maine, 207-874-6524
1233 20th St., N.W., Suite 303, Washington, D.C., 202-903-0101
www.nashp.org
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Help Paying for Health Insurance

The Insurance Partnership

From the Commonwealth of Massachusetts

THE COST OF HEALTH CARE IS ON THE RISE. That's why the Commonwealth of
Massachusetts has created a program to help you and your employees pay for health insurance.
The Insurance Partnership is not a health plan. Instead, the Insurance Partnership makes health
insurance more affordable for qualified business owners (including self-employed) and their
uninsured employees.

Important Advantages for Your Business:
. decreases the cost of health insurance coverage for the employer
« makes it more affordable for employees to pay for health insurance
e improves a company's business reputation
* helps attract and retain valued employees - and improves morale
« delivers payments up-front, to help with cash flow
« makes health insurance more accessible to all employees

How Does the Insurance Partnership Help Pay?

For each enrolled employee, the Insurance Partnership pays the business a fixed monthly sum
determined by the tier of coverage the employee elects. Additionally, the business will receive a Premium
Assistance payment(s) made on behalf of its' enrolled employees: your company is responsible for
reducing enrolled employee’s payroll deductions to reflect our Premium Assistance payment(s). Our
monthly statement provides a breakdown of all payments made.

How Much Can Your Business Save?
For each eligible employee enrolled, the business will receive up to $1,000 a year in Insurance
Partnership payments based on the employee(s) tier of coverage (the business must have an enrolled
eligible employee lo receive a payment).

Tier of.Coverage....... Monthly Payment;to Employer = Ann.ua! Sayings of;
Individual $33.33 $ 400 per enrolled
Couple $66.66 $ 800

One adult, one child $66.66 $ 800 “
Family $83.33 $1,000

Does Your Business Qualify?
To join the Insurance Partnership, a business must:
e employ 50 or fewer full-time employees (or be self-employed)
offer (oi plan to offer) comprehensive health insurance to its employees
contribute (or be willing to contribute) at least 50% of the cost of the insurance purchased by the
employee
m  Have at least one uninsured employee

How Will Your Employees Benefit?

A currently uninsured employee's cost for health insurance can be significantly reduced to as little as $12
to $160 per month - we pay the balance (up to $150 each for an employee and spouse, and up to $210
for each child under the age of 19). Employees cannot be currently enrolled in the company health plan
to apply, as this program is for uninsured employees.

V9,5 I'tigc | <1%2



Do Your Employees Qualify?

Employee Income Ceilings*:

Family
To qualify for the Insurance Partnership Program, an Size
employee must: Maximum Family Income*
® be between the ages of 19 and 64 (inclusive) 1 $29,412
m be a resident of Massachusetts 2 $39,600
« not have been offered health insurance through his 3 $49,800
employer during the past six months, and not have 4 $60,012
5 $70,200

been eligible for coverage through his spouse’s
employer during the past six months

m have a family income that does not exceed the
Employee Income Standards to the right

‘Each additional dopcndont plcaso add $10,200.
Effocllvo Octohor 1, 2006 through March 31, 2007.

Example Breakdown: Assuming example to right,

an $800 monthly premium and 50% employer contribulion,
An Insurance Partnership Example:

savings are:
PS e P The ABC Company has an eligible
ample Payment employee* (EE) with the family tier of
coverage and one child. With the

0 28 Insurance Partnership (IP), the

0 583 0 EE Pays employee will p.ay only $28 per month
» IP Pays EE thJEVI;ards h_ealth |nsuran(ie. The emtpl?yer
O $317 O IP Pays ER ) g

family.
*This example assumes the family has an
annual income of $49,000.

To Apply for The Insurance Partnership:

. Complete the applications. You will need to fill out both the Employer Application, and your eligible
employees will have to fill out Medical Benefit Request forms (MBRs). If you don't have these
applications, please call us or download the applications from our web site,

Il. Gather the necessary paperwork: Businesses with employees will need to provide a copy of your
WR-1 listing employees, a copy of your health insurance bill, or a quote for health insurance if you
don't currently offer health insurance. Your employees will need to provide along with their completed
MBR, 1) copies of their 2 most recent paystubs, 2) appropriate proof of identification and/or citizenship -
please call for details, and 3) the Insurance Partnership Affidavit.

Self-employed will need to submit copies of last year's tax returns including Schedule C
(if yo i are a new business - please call us), a copy of your health insurance quote, both the Employer
Application and MBR, appropriate proof of identification and/or citizenship - please call for details, and

the Insurance Partnership Affidavit.

Ill. Call customer service at the number below to make sure that your applications are complete.

IV. Mail your completed applications to:
The Insurance Partnership

354B Turnpike Street, Suite 204
Canton. MA 02021-2746

Or call us at 1-800-399-8285
or 781-830-0282

VJ5 riirc 20l 2



Getting
Started

Make sure the employer meets the

eligibility requirements, (see inside)

Contact an insurance agent. (For a

list of trained agents, knowledgeable in

O-EPIC, visit www.insureoklahoma.org)

Complete an O-EPIC business

application, (www.insureoklahoina.org)

Upon approval, the employer will
receive application information lor

its employees.

Employees must, then apply and be

approved.

Employer must send the monthly

health plan invoice to O-EPIC.

O-EPIC will pay the premium

subsidy to the employer monthly.

An example of how the O-EPIC
program could work...

This example assumes:

Employee has a family of four: Husband, wife,
and two children*

Annual household income: $31,000

Monthly premiums nrc; $300 forindividual and
$GO00 for individual and spouse

Employer Premium Share Amount: $75
Employee Premium Share Amount: $85

O-EPIC Subsidy Amount: $ 440

O-EPIC will calculate the following:

.-.Payer/;; iindividual . Spouse Total-/-'
Employer $75 0 $75
Employee $42.50 $42.50 83

O-EPIC $182.50 $257.50 $440

Totals $300 $300 $600

The employer share is 35 percent of the
employee premium rate of $300, or $75.

Thu employee share is 15 percent of $500,
or $UO0. Since the $00 exceeds 3 percent of
the employee family income, the employee
share is capped at the 3 percent figure, or
$85.

The O-EPIC subsidy equals the remaining
haiance of $410.

«Children are not eligible for O-EPIC, hut may lie
covered undir SoonerCarc. Please visit
http://www.ol;hca.org/dient/dient.asp or contact
your local county OKDIIS dfice to find out,

Thu pubic..it. 7/l His printed and issued b/ the Oklahoma Health Care Authority j»

authorized by 65 O.S. IM I. ire.

Jepoxiled into the Health Employee anj Economy Improvement Act Revolving fund at
s cost of tJOO.00 tor 10.GHO copies.

JdIC. and *v»v funded by tobacco tav revenues

C%ipies have teen deposited with the Publications

Clearinghouse ofthe Oklahoma Department o/Lilrancs

Oklahoma
Employer/employee
Partnership for
Insurance

Coverage

citizens, small businesses,
the insurance industry,
and state overnment
work |n8 ogetherto
Insure Oklahomans.

Health Care Premium Assistance
for Employees of Small Businesses


http://www.insureoklahoma.org
http://www.insureoklahoina.org
http://www.ol;hca.org/dient/dient.asp

Oklahoma Small Employer

To be eligible, a business must:

- Have 50 or fewer employees.

. Be located in Oklahoma.

e Offer an O-Iil'lC qualified health plan.*

« Contribute at least 25 percent of
premiums for eligible employees.

. Complete an O-EI'IC application
packet.

eFor a list of qualified O-EPIC plan pli-ase go to
litlp.VAvvvn 1nsliriitUallollin.org and click on
health plans.

An 0-KP1C Individual Plan will he offered to
people who cannot access Employer Sp n-orrd
Insurance through an employer Eriiollni' iit
begins January J. >007.

Foran employer enrollinent packet n-uli-t ol
qualified health plan*, please contact y<nr |- al
health insurance agentnl \ nit our Web site it

http://www insiireoklahomn org

Oklahoma Employees and lheir Spouses

To be eligible, an employee must:

- Be between tho ages of 19 and (i I.

= Agree tuparticipate in the employer’s
qualified health plan.

= He an Oklahoma resident and meet
citizenship guidelines

« Have agross annual ho a-hold income at

or below the annual guidelines.

- Contribute at most 15percent of monthly
premium costs (nut to exceed 3 percent of
/.'rocs’ annual household income).

- Contribute 15 percent of premium cost fur
fcpoilaeii eligible for coverage.

The -late pays Ill) percent ofemployee pre-
mium costa and 85 percent of premium cost «
for spouses

Fur nti.re detailed program information, phase visit
http i/www tii-on oklahonia org

Employees may apply fat D-KI'IC alter the -mall
business has I-ccn approicd For more mlufmatron,

ph ase visit hllp (ASSrwnoun . kljhom..i org

2006 Gross Annual
Household Income
Guidelines

Family Si/c Maximtim Income

1 §18,130
2 $24,-120
3 $30,710
4 $37,000
5 $43,290
G $49,580
7 $55,870
8 $G2,1GO
9 $68,450
10 $74,740

For families larger than 10 add SO,2011
to the maximum income for each
additional member.

Toll-Free: 1-888-365-3742
Fox: 1-405-949-9563

Web site: www.lniuteoklahoma.org

Oklahoma Health Care Authority
V 4545 N tincoln ftoulovord. Suite 124

Oklahoma Oklohomo City Oklahoma 73105
health care
authority


http://www
http://www.lniuteoklahoma.org

Hovidocs RIto Share benefit employers?

[Vcawe pamcipativ't in Rite Slutc allow* your
<*ipl»ycea to enroll in your tom party' liealth injiitanic
>t little or no com to then, yno will

« Attract and tctain iliialifnd employee* by civini; them jn t.i to
affordable health inuirancc

+ Dettcatc »b*entecum and incrcaic productivity

+ Imitate participation rate* in y.'ur health plan, which may help
your cottiiany maintain iiualilieation for ptoup imut mcc coverage

* Impiuve employer taUtlactinn and health

What do employers need to do to participate
in Rite Share?

It'i eaty tn participate in kite Share ai.J there n no i.nt tityoot
company Simply

¢ AMre to accept uftm it payinft.ta Ir.ni Kite Shirri/i all erj-ot.i
yoar employee™ iltare of loyl>er monthly premium
« litlp y*aj employee enroll tnftc o m | any'i healtli mautancc pun
« t . mplttc aalml g elicit!! = Ititlajl™ InlilIN1I It <t Malt
i -fiijtauy't health iiuuian< <flan  Thu information win atw
M IS totkieimme whethery».i taming jlan mttn thr benefit
letel* ritpurrd tor ;attiojalafi lit Hite Sloit, Thr taa! oftinM
c.enrrten t*1 health plafv* in fthifco Itland meet thes/
Ittpnirmtnu

bor ttiotr infotmation or to aeluJule
a pttrentatton *S.rul Kite Share, tall the
[tOfMiyir I'ontatl | 'nil at

(401) 462 0311
nrr>m*il u* at
RItoSh:iro(g>ow.(Uis.stuti".ri.us

rl te

S H A R E

Ul*.*Jc 1#V*J Dipiiu irvilxi I\niun .Siv-cr»
[CON<W Letfnl éh A% **
Cru «iun, Heatl 1.liuj o120
Ve » Jaxifair Bu

YT eyv

rlte

Health Insurance Ptemlum
Assistance Program

Good for employees,

good for business.



Are your employees having difficulty
paying their share of your company's
health insurance?

JW K can helP!

What is Rite Share?

Hire Plurc i>a public/prlvjtc [uttiicrtinp tlut law ..ful middle
mu.-mc employee. participate in your company. health iruuraiuc plan.
Rl:e Share will pay all or pan of an employee* thare ofy orcompanyi
family health inuirancc premium. Thu malo yoot offer of health
miuianec invite alf.ml.iHc for your employer! and their famtlie*.

El.g.bie einpl.j>re»are able to enroll their cntoe family in yi'ur company !
(tiittpy heallh inrorantc plan rlltc Share will pay all of part of an
employe**Co-payrneni! or ptemium!.

Who cart qualify for Rite Sluirc?

Ki:e Share it deiicne.ifoe low 111) ml Idle income u irhir.tf l[aimlici
with ...ildren under (he aye of 19.

Employee! apply Jitreily to live Ill licparimer.l of Homan Stivic.i
(Tdl- tnderrrniine il they .nubfy h rKite Slurr 1l'y. or impluyrr
.p.ibr.ft for Kite Sbatr, f)|IS woth with y.ai and your erupt iyr. to
cm..re that hr tc d.c .. enrolled in your CoUijuny". health plan

Frequently Asked Questions
by Employers about Rite Share

Qc Will [participating m Rite Share cost my company
anything!

At There no cost to participate in Kite Share.
Q: /» it difficult to participate in HUc Share!

Ac No. if* cdiy A> ah employer, you complete a shurt application,
and submit .1 Summary of benefits fi>r the health plant!) you idfcr.
Yon also agree to accept prepayments from Kite Share Lx ill at
part of youi employee™ contribution to your monthly health
insurance ptemuim.

Q: 1)o / hale to change the health imuratuc plan | offer!

A No. Mint )l the health insurant'* plans that arc v.L! m Rhmh
Island meet Kite Share benefit Ic\cl tf.pwemenu

Q: Why 1l Kite Share gumifor my employees?

Ac Klu *Kifl ry aretnji |
Fmplgyro * ho qualify It* Klir Share ;rtall <Lflic hAtfiUOtvetcd

Iy yimf health ifuuiinie plan They iruy al*> receive adjm .ru!
benefits Tiered and pat.! ha dourly ty the Hhevlr Island Mfdit-a!
Awntancc l'rograrn

{fptcvn lily minsured iMurempl vtrtwillhivrlotahcriitntii

aJg'clict praliftivy

. mxel: %e I wmij [f<n »ritheir* ntirr family t hel

iinift if»c plan.

Ac

. Do I June to offer different benefits to my employees

enrolled in Kite Share!

No. Aianemployer, you continue ro offer theumc \

of your employee*. When employees arc founJ eligible for Kite
Shattc. they arc also eligible for a separate Medical Auitfancc
insurance earJ. which pruviJct additional services nut always
covered by commercial health insurance.

. Will this truil bookkeeping tnnte complex and firnr

consuming/

Kite Share is designed to be easy to aJiwrattcr. Asan employer,
you may have to nop or reduce your eligible rmplcyee a payroll
deduction fur health invotftACc. inform Rite Shaic if there ari any
changes in the employee* stato* (e p.. employment or attest to
benefit*), and provi.lc jnhomauojt im youf health insurance rates
lo Kit* Slufc on afl annual bans

: Whdl if | decide to participate and hair additional

ifurtdont uhuut Rile Share!

unit, the Employe? Cifiuct I'no, aoncst p for all »fy *d
K.<«In>ns »*t concerns abo.t Ihr Kite Shatc program. TI*r staff
it driwated tn nuiing partl0;antes in Rite Share simple and
p/ubVrn-ftec

W c s'ore what you think. If you luvc conimrnt& or questions o!x)Ut Hitt* Slurv*
please call the Employer Contact Unit at (*|01) dfi2'0il I.
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Providing affordable coverage for the unin-
sured.
. Changing the way that health care is deliv-
ered to Vermonters with chronic diseases.
lll. A new tax on employers of $365 per year
for each employee not offered insurance or
who is offered insurance, chooses not to
enroll, and is uninsured.

About 60,000 Vermonters, 10% of the state’s
population, do not have health insurance. The
new law contains two provisions designed to
make a comprehensive health Insurance policy
available and affordable to the uninsured. Both
provisions contain a premium subsidy program
for Vermonters with incomes less than 300%
of poverty (about $60,000 for a family of four).

I. Catamount Health - This is a new insurance
product that will be offered by Blue
Cross/Blue Shield of Vermont to Ver-
monters who have been unmsu‘cd for 12
months, do not qualify for a government
health insurance program or have lost pri-
vate coverage during the past 12 months for
certain specific reasons, such as loss of em-
ployment, divorce, or death of a spouse.
For in-network services, the new insurance
plan will contain a $500 deductible for fami-
lies. 20% co-insurance. $10 office co-pay,
prescription drug coverage with co-pays and
an out-of-pocket maximum for a family of
$1600,

2. A subsidy for employer sponsored insurance
premiums - This government subsidy will make
employer sponsored insurance more affordable
for workers whose employers offer insurance
but who cannot afford to pay the employee
share of the premiums. The employer spon-
sored insurance will have to offer benefits sub-
stantially similar to those offered under Cata-
mount Health.

Both Catamount Health and the subsidy program
for employer sponsored insurance are scheduled

to become available October I, 2007

A disease is chronic if it is expected to last a year
or more and requires ongoing medical manage-
ment. Common examples are diabetes, high
blood pressure, mental illness and cancer.

About 75% of all health care spending today is for
people with chronic diseases.

Our health care system was designed long ago to
deal with so-called acute episodes, such as a bro-
ken leg. By identifying Vermonters with chronic
disease and managing their care on an ongoing
basis according to medical best practices, people
with chronic disease will live healthier lives and
the rate of growth in health care costs may be
restrained.

This part of the new law sets a goal ofJanu-
ary 1, 2009, for participation by all health
care professionals, hospitals, insurers, third-
party administrators and Vermonters with
chronic diseases in a chronic care manage-
ment plan to be developed by the Vermont
Health Commissioner.

Effective April 1, 2007, with the first quar-
terly payment due on July 30, 2007, a new
tax, called a "premium contribution assess-
ment," will be imposed on employers whose
employees do not have health insurance. The
assessment is $91.25 per quarter, which is
$365 per year, or one dollar per day. This
new tax will help to pay for the premium
subsidies described earlier in this brochure
and will be paid on three kinds of employees:

= All employees of employers who do not
offer insurance to anyone.

< Employees of employers who offer insur-
ance to some employees, but who are not
eligible themselves,

= Employees who are eligible for their em-
ployer plans, but who choose not to en-
roll and are uninsured.

The tax will be collected quarterly on Full
Time Equivalents (FTEs). A FTE is a hypo-
thetical employee who works *10 hours per
week for 13 weeks. This methodology allows
the tax to be collected for part time employ-
ees and employees who work less than the
entire quarter.

Small employers are somewhat protected
from the new tax by the exemption of eight
FTEs in the first two years, six in the third
year and four in the fourth year and thereaf-
ter.



A-TTA-CH-

Resolution on Importance of Preventive Care &
Early Intervention Services

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

WHEREAS, a growing body of research links early childhood access
to preventive health and developmental services with later cognitive,
social, emotional, and physical health and development; and

WHEREAS, the Early Periodic Screening, Diagnosis, and Treatment
{EPSDT) Program, the child health component of Medi id, is required in
every state and 1is designed to improve the health of low-income
children by financing appropriate and necessary pediatric services,
including preventive health and early intervention services; and

WHEREAS, the Kaiser Coinmi sion on Health recently found that,
"while the F.PSDT benefit Is important to all children, it has been
especially beneficial for the 1.3 million children with disabilities
enrolled in Medicaid. For these children, Medicaid, through EPSDT,
provides more comprehensive coverage than the typical private insurance
plan and increases access to needed services that improve the quality
of daily life"; and

WHEREAS, Article 7, Section 4 of the Alaska Constitution states
that the Legislature shall provide for the promotion and protection of
public health; ind

WHEREAS, a Legislature has designated the Department of Health
ar.d Social Services (DHSS) as the responsible state agency for

promoting the health of all Alaskans; and
WHEREAS, the Division of Public Health within DHSS defines as one

of its core missions assuring access to early preventive services and

quality health care; and

WHEREAS, 1iho Division of Health care Services within DHSS is
responsible for operation ot major® components of the Alaska Medicaid
program, 1including the state®s EPSDT program; and

WHEREAS, in federal fiscal year 2005 Alaska®"s EPSDT screening
rate for Modicaid beneficiaries was reported as 69 pi-rcunt, with 19,000

out of .in expected 69,000 screen performed;
BE IT RESOLVED by tie- Alaska .State Legislature that DHSS, through

its Divisions ol Public Health and Health Caro Service;;, shall develop
Strategies and initiatives to promote preventive care and early
ntervention aorvicos ind increase tho state®s EPSDT sere ning rat

and be it
FURTHER RESOLVED that DUDS shall report, fs-ri d- -ally to (le

Legislature* on its adopted stiat-gi .S and initiatives md 1its progress
" ".di iachieving < 10d percent re<*ning rate*
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The Pacific Health Policy Group
February 2007

MEDICAID REVIEW
Introduction

Pacific Health Policy Group

>

>

>

PHPG is a health care consulting firm, founded in 1994

Offices in California and lllinois

Our focus is Medicaid/SCHIP and other government-funded
health care programs

Have provided assistance to 20+ states

We also have worked with counties, providers, foundations
and private health insurers

nihg#es



MEDICAID REVIEW
Introduction

Project objectives:

>

Evaluate the Alaska Medicaid program relative to other
states ("50-state analysis")

Ensure that program operations reflect current statutes,
rule=- i policies ("regulatory review")

Assess current program operations and identify best
practices from other states ("operational review")

Assist the legislature with the evaluation of short and long
term program reform initiatives - identify strategies that
enable the program to operate with the flexibility necessary
to best serve Alaskans, recognizing budgetary realties

Identify oversight priorities for the legislature

[
)

MEDICAID REVIEW
Introduction

Potential reforms defined in RFP:

>

Developing public/private partnerships between Medicaid
and employers - adopting market-based reforms

Introducing lanaged care, to the extent feasible

Enacting cost sharing - premiums/co-pays, perhaps tied to
benefits

Containing costs through program caps

Increasing federal financial participation by obtaining
matching dollars for services funded with state dollars only

Strengthening the tribal health system

94b f



MEDICAID REVIEW
Introduction

Work Steps:

>

Interviewed provider representatives and beneficiary
stakeholders

Consulted with DHSS and other state agency staff

Reviewed recently-issued reports examining Medica'd's long
term growth; long term care system; and behavioral health

system

Compared Alaska enrollment and expenditure data to
comparable data for the other fifty states

Evaluated best practices and innovative approaches in
other states for applicability to Alaska

Note: DHSS has not had the opportunity to review
f)i&u_res/assumptions
mng let#

MEDICAID REVIEW
Introduction

Topics to be Covered Today

1 Summary findings from 50-state review

N Demographics and Medicaid eligibility
- Covered services & aggregate expenditures
Current operations & trends, by service type

- Acute care
Long term care - elderly/physically disabled & MR/DD

- Behavioral health
* Tribal health (all services)
*  Administration

Recommendations for reform and oversight

o»
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MEDICAID REVIEW
Introduction

Executive Summary":
Alaska is expensive, on a per beneficiary basis

However, the state falls into the middle range in most
areas, in terms of the populations and services covered

The aging of the state's population is going to place
significant pressures on the delivery system and Medicaid's
budget

There are a number of reforms within the existing Medicaid
structure that can be taken to improve services and better
control costs

There also are sf'jctural reforms that the state should
consider to ensure the program's long term sustainability

W I W [*&

50-STATE SUMMARY
Demographics & Medicaid Eligibility

Overview

>

Medicaid eligibility is segmented into mandatory and
optional populations

Mandatory groups have a "categorical" linkage to
eligibility - e.g., children, pregnant women, disabled

Optional groups typically are persons who meet
mandatory/categorical criteria but whose income is too
high

Every state covers some optional groups, although the
extent of the coverage va-ies widely

Some states also cover "medically needy"” persons
through Medicaid - similar to Alaska's Chronic & Acute

Medical Assistance (CAMA) eligibles »



50-STATE SUMMARY
Federally Defined Coverage Groups
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50-STATE SUMMARY
Coverage of Optional Populations

Alaska is middle-range in coverage of major optional
categories, such as children and pregnant women

Under Pregnant
One Yeer Ages 1-5 Ages 6-11 Women
US Requirement 133% 133% 100% 133%
Highest State 300/, v, 300% 275r-
Lowest State 133% 133% 100% 133%
Alaska 176% 175% 175% 175
agka Rark 36" ST 1-r 36"

runfetor

50-STATE SUMMARY
Coverage of Optional Populations

Overall, Alaska's optional groups account for a smaller

than average portion of enrollment and spending
Enrollment (2005)

Expenditures (2005)



50-STATE SUMMARY
Enrollment Growth

Total Medicaid enrollment until 2005 exceeded state
population growth, but trailed the national rate

S3u?rat. USCmtula. u .. CPS Oxil I'VIDuSS f-wai ve4» 230/ b
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50-STATE SUMMARY
Medicaid & Uninsured Populations
Medicaid covers a large percentage of Alaskans, but

the percentage without insurance is also relatively
high

P*rc*flt with MtdIciM Porcont Uninturod
Renk  SUU Porcont Rank Suit | Porcont
1 Dinv¥ctcf CoivnD-a 21 9% i Toas " 24 2%
«  MSSitSippi 2 1% % Ronda 20 ™%
3 Vonront 199% 3 Now Woa.co | 20 4%
4 Ahive4 V3 T-. 4 Alifona ( 202%
5 Ujno 196% S Coiforra | 194%
6 New York 184% 6 Geo'Sa | 16 0%
7 RhJ0OoI0Und 172% [ lc.v.inj f 18 6%
6 Now VO»jQ0 170% 6  On'ahon'a 18 5%
9 Tonne*voo 6 <'4 9 oo
10 Ar/ona 16 1% su  AMI4) ] fIflt.
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50-STATE SUMMARY
Distribution by Payor Mix

Relatively fewer Alaskans have employer-sponsored
coverage, not surprising given the prevalence of small
employers in the state

50-STATE SUMMARY
Medically Needy & CAMA

Overview

> Medically Needy programs serve persons whose
incomes exceed categorical limits, but who incur
medical expenses sufficient to qualify on that basis

> Alaska is one of 16 states without a Medically Needy
program

> The state's CAMA program is similar to a Medically
Needy program, but is funded with state dollars only

($2.2 million in 2004)

N Some states have added CAMA-like populations to
Medicaid through waivers, thereby capping the state's
financial liability, while drawing down additional federal

matching dollars
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50-STATE SUMMARY
Medically Needy & CAMA

Overview

> Example: Mississippi added a program in 2005 through
a Section 1115a waiver covering most of the same
groups as CAMA (cancer, diabetes etc.)

> Mississippi projected the program would be "budget
neutral" by forestalling onset of disabling conditions
requiring long term care

r- Converting the CAMA program would likely not require
legislation, unless the eligibility standards for the
program were altered

17

50-STATE SUMMARY
Covered Services

Overview

> Medicaid-covered services are also segmented into
mandatory and optional groups (children are entitled
to a wider range of mandatory services than adults)

> Alaska is comparable to most other states in terms of
the optional services offered

> Alaska spends more per beneficiary than ether states
and costs grew rapidly in the first part of the decade

> DHSS has taken a number of steps to contain costs,
consistent with actions in other states

> Demographic trends are going to impose serious cost
pressures in the next decade



50-STATE SUMMARY
Expenditures per Beneficiary

Alaska spent more than the national average per
beneficiary in 2003, even c'fter adjusting for cost-of-

living

Aaska -Unac,-stud ~ Aaska s Austed Ur.to@Statos
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50-STATE SUMMARY
Expenditure Growth

Alaska's Medicaid expenditures grew faster than the
average annual rate early in the decade, but have
since fallen back to the middle-range

Tt A0



50-STATE SUMMARY
Expenditures by Beneficiary Type

Alaska ranked in the top 5 in every category
(unadjusted dollars)

Bllrxa &
Childran Adults Eidorty Disabled Total
Unfted States St ~67 IS 972 St0700 512 265 54072
1k
Lowest Stato 012 sato S50M SS#73 $2 520
Alaska SIiM U * sir,o1 923402 t*15~12
r-
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ALASKA MEDICAID
Where Are the Dollars Spent?

Most spending falls into five major service categories

Other
10% .
Hospital
Long Term 24%
Caro -
27% | J  PlrysiCiarV
Cine
11%
Be:z;:llt(;‘ral Pharmacy
14%

14%



ALASKA MEDICAID
Acute Care

Hospital Services

> |n 2003, Alaska spent $1,200 oer beneficiary for
inpatient services, fourth highest: in the country

> Alaska spent $168 per beneficiary for outpatient
services, second highest in the country

> The higher costs occurred despite lower than average
utilization

ALASKA MEDICAID
Acute Care

Physician/Clinic
AN Alaska's physician payment rates are the highest in the

country, partly because of the prevalence of tribal and
cost-based providers

- Physicians perceive the fee schedule to be essential for
supporting their practices - the reverse of what
normally occurs

- The state faces a worsening physician supply shortage
- one that could be exacerbated by cutting fees

- Telemedicine is a promising concept for stretching
provider capacity. The state implemented payment
regulations in 2002, but utilization remains low



ALASKA MEDICAID
Acute Care

Pharmacy

>

In 2003, prescription drug expenditures per beneficiary
(before rebates) were $788, 13th highest in the country

The state has taken a number of cost containment
actions, including joining a purchasing pool and
introducing a preferred drug list

Alaska pays among the highest rates for drugs and
dispensing fees - which to some extent supports critical
access pharmacies

The state should consider differential pricing strategies,
targeting urban chains for discounts. This likely could be
enacted through regulation, without the need for a
statutory change

ALASKA MEDICAID
Long Term Care

Nursing Faci)ities/HCBS

LTC accounted for one-quarter of Medicaid expenditures
in 2005, but is projected to grow significantly as the
state's elderly population grows in size (from 55,000
seniors in 2005 to 80,000 in 2015)

Under current trend lines, Medicaid LTC spending is
projected to Increase from $273 million in 2005 to $877
in 2015

Nursing home rates are highest in the country, but
utilization Is the lowest, partly due to a lack of beds

Pioneer Homes, which are licensed as Assisted Living
Fac.iities, are becoming de facto Alzheimer's providers,
though in a relatively costly setting



ALASKA MEDICAID
Long Term Care

Nursing Facilities/HCBS

> The state has two HCBS waiver programs for elderly and
physically disabled persons (OA and OPD), but neither are
designed to serve persons with Alzheimer's/dementia.

> The waivers also offer limited in-home support services,
encouraging many to seek Personal Care Attendant (PCA)

services outside the waiver

> In 2005, PCA costs reached $80 million, while the two
waivers amounted to only $42 million

> The state has introduced prior authorization rules for PCA,
but a comprehensive pre-admission screen encompassing
all community services (with PCA converted to a waiver
service) would allow the state operate a more holistic

system »

ALASKA MEDICAID
Long Term Care

Nursing Facilities/HCBS Recommendations

N Institute up-front, comprehensive pre-admission
screening and care planning

> Convert PCA to a waiver service

N Add waiver services targeted to Alzheimer's/Dementia as
less costly alternatives to Pioneer Homes (e.g., AFC)
and/or establish case-mix adjusted payments for Pioneer
Homes

- Also consider a provider tax on Nursing Facilities as a
revenue source (also recommended by PCG in its report).
Federal law permits up to a six percent tax

- The tax would require legislative action. The other

recommendations would require federal approval
Pt t = e



ALASKA MEDICAID
Long Term Care

Developmentally Disabled

> Alaska serves all DD beneficiaries through waivers,
outside of institutional settings - one of only a handful of

states to do so (making it a leader)

> In 2004, expenditures per waiver beneficiary were sixth
highest in the country ($63,000 versus $37,000 average)

> DHSS should develop and introduce a mandatory, uniform
cost reporting tool for providers (<cnd audit requirements)

Rates should be updated through application of a
reasonable annual inflator and rebased periodicall/ (e.g.,

every four or five yea "s)

N This likely could be implemented at the regulatory level
through changes to the principles of reimbursement
ENAVAN /i

ALASKA MEDICAID
Long Term Care

Developmentally Disabled

> About 12 percent of the state's DD spending is through state-
funded grants ($18 million in 2005) - average for the fifty
states, but below states that have achieved close to 100
percent federally-matched programs

> Unmatched DD dollars are being spent, in part, on persons on
the DD waiver waiting list and persons deemed not eligible
under current screening criteria - the reverse of the
elderly/physically disabled program

- The state could create a second waiver, with distinct eligibility
criteria. Enrollment could be capped at the numbers served
today with state dollars - and the dollars matched

> The new waiver would require federal approval and possibly

legislative action, if the waivers are authorized in statute
»
Kkkkk
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ALASKA MEDICAID
Behavioral Health

Overview

> Over 80 percent of behavioral health dollars in 2005 went
toward treating children, with 90 percent of all spending split
between Residential Psychiatric Treatment Centers (RPTCs)
and general mental health

> The state spends very little on early intervention activities, to
prevent or treat behavioral health conditions at an initial stage

> CMHC rates have been flat for over a decade - with most
additional funding going to serve persons in crisis

N The "Bring the Kids Home" initiative is an important effort, though
it will bring Alaska only to the stage many states reached years
ago and will leave Alaska dependent on inpatient care

A Savings achieved through Bring the Kids Home should be at least
partly invested in early intervention/community-based services, in

li ith trends in other states ji
n.P?-WM‘- 1!

ALASKA MEDICAID
Tribal Health

Overview
American Indian/Alaska Natives (AI/AN) represent 40 percent
of the state's Medicaid population; tribal health is a $740 million
delivery system

The tribal system faces significant fiscal challenges, as IHS
funding has been increasing at 1 - 2 percent per year

The health status of Alaska Natives is significantly worse than
that of the general population on many key measures, such as

tuberculosis and diabetes
The AI/AN population is younger than aveiage, but its elderly

segment is growing significantly and will require a tribal LTC
provider infrastructure that does not exist today

The state may have an opportunity to dramatically alter the
fiscal landscape - and provider system - for AI/AN beneficiaries

16



ALASKA MEDICAID
Tribal Health

Al/AN Current Medicaid Funding
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ALASKA MEDICAID
Tribal Health

Tribal Health Recommendation

* Alaska spends about $19 million per year on nursing facility cost
for AI/AN beneficiaries residing in non-tribal facilities ($8 million
state dollars)

The state should consider investing in development of tribal long
term care capacity, to allow beneficiaries to be served closer to
family/friends, while garnering 100 percent federal matching
dollars. For example:
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| ALASKA MEDICAID
Tribal Health

i
' Tribal Health Recommendation

Medicaid expenditures within the tribal health system receive 100
percent federal funding; services provided to AI/AN beneficiaries
by non-tribal providers are matched at the regular rate

> Under a Section 1115a waiver, the state, in collaboration with
tribal providers, could designate the tribal system as a managed

I care entity

The entity would be funded for all care - including services
furnished by non-tribal providers. However, the "capitation
payment" would be submitted for 100 percent federal match

* The new entity would have flexibility to invest savings into areas
of greatct need for AI/AN beneficiaries

N This initiative would require federal approval, which is not assured

35

ALASKA MEDICAID
Administration

Overview

* DHSS was reorganized into four major divisions in 2003 - the
department overall falls into the "super agency"” structure adopted
by many states to consolidate public health/behavioral health/

Medicaid

N In 2003 (pre-reorganization), Medicaid's administrative costs were
$504 per beneficiary (or $*103, adjusting for cost-of-living), versus
a national average of $224

- Administrative costs represented 6.8 percent of total
expenditures, closer to the national average of five percent

- Administrative spending also grew more slowly In Alaska from
1997 to 2004 than it did nationally

36



ALASKA MEDICAID
Administration

Program Integrity/Provider Payments

>

The federal government is phasing-in a new audit structure for
states, known as the Payment Error Rate Measurement (PERM)
process; Alaska's first audit is scheduled for 2008

States that have error rates significantly above the national rate
face disallowances and may be ordered to refund federal monies

DHSS has established a Program Integrity and Analysis function
and has re-codified service regulations, as a means of bringing
better clarity and oversight to the payment process; the
Department also has conducted test audits to prepare for PERM

However, the PERM audit will overlap with implementation of a
new MMIS - on a schedule which appears to be very ambitious

The legislature should monitor both processes closely because of

their fiscal implications for the program
31
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ALASKA MEDICAID
Administration

Regulations

<e

The updating of Medicaid regulations, beginning with HCBS waiver
rules, was essential and is already yielding results

The Department's recently-issued draft regulations for covered
services comply with federal law and regulations, with only a few
areas for potential follow-up by DHSS identified

Of the 481 regulations reviewed, only 8 potential inconsistencies
were detected, representing 1.66% of the total

It appears that Alaska performed a very thorough review of
applicable federal authorities when it sought to repeal existing
state regulations and propose revised rules



ALASKA MEDICAID
Broad-Based Reform

Planning for Reform

AN

The federal government in recent years has shown a willingness
to grant states greater flexibility in running their Medicaid
programs, if presented as part of a comprehensive reform model

Vermont, Massachusetts and, to a lesser extent, Florida have
undertaken major reforms under the aegis of 1115a waivers

Under such waivers, states agree to operate their programs at no
greater cost than would have occurred without reform. In return,
the federal government agrees to "waive" traditional rules
governing how the program operates and who can be served

Denali KidCare operates under an 1115a waiver

ALASKA MEDICAID
Broad-Based Reform

Reform Objectives

Ensure the best use of public resources to meet Alaskans' health
care needs

Ensure the program is culturally appropriate and recognizes
Alaska's unique demography

Ensure the program is Fiscally sustainable for the long term
Encourage preventive care and early intervention
Promote access to quality care

Ensure the state has the necessary tools to quickly respond to
client needs, changes in the delivery system and fiscal constraints
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ALASKA MEDICAID
Broad-Based Reform

m Steps

> Define Medicaid's top programmatic needs over the next
decade

> Project likely spending authority over same period

> Draft waiver proposal seeking flexibility to restructure

program
> ldentify specific reforms to be undertaken
A CAMA program
> Tribal health
> DD waliver
> Long Term Care
«
Summary
PV.-V' yrr.r- y
i )
Federal approval
» Convert to iedt-rjlly- > Possibl 2ptt i if
CAMA Program matched model under a > rossiblé statutory action .('
Section nt5a waiver covered populations/services
change)
Pharmaceutical » Differential pricing
S ; . * Regulatory amendments
Pricing strategies, by location
Regulatory changes
Personal Care - Comprehensive pre- <« Possible statutory action (if
Attendant (PCA) admissions screening covered populations/services

change)



MEDICAID REVIEW

Personal Care
Attendant (PCA)

Nursing
Facilities

Oevclopmentally

Disabled

run, hivw ftSi-

"Bring the Kids
Home"

Tribal Health

PERM and MMXS

Summary

> Convert to waiver service
> Target alternatives for

Individuals with
Alzheimer's/dementia

A Provider Tax
N 6% tax allowed by Federal

Law

-~ Mandatory, uniform cost

reporting tool

> Fixed rate increases

» Reinvest savings in early
intervention/community
based services

* Designate tribal system as
managed car. entity

- Construct tribally-operated
nursing facility

» legislative monitoring

v

> Federal Approval

- Statutory approval

« Regulatory changes

43

MEDICAID REVIEW
Summary

Evaluate options for enhanced
community based services

Develop application for
Section 1115a waiver

Develop detailed cost-benefit
analysis

Routine status reporting

44
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Executive Summary

Executive Summary

In April 2005 the Alaska Department of Health and Social Services (ADIISS) contracted
with the Lewin Group and ECONorthwest to develop a long-term forecasting model of
Medicaid spending for the Slate of Alaska. This document describes the steps
undertaken in the development of the forecasting model and provides details on the
projected growth in enrollment, utilization, and spending on Alaska's Medicaid

program through 2025.

This report is intended lo inform ADI ISS executives and the Alaska Stale Legislature of
the substantial projected growth in total spending on Alaska's Medicaid program and
the projected growth in state matching fund spending on the Medicaid program. The
projections of total and stale matching fund spending presented in this report assume
that the mix of Medicaid services remains constant and that eligibility criteria do not
change in the future. These assumptions were necessary lo show how Medicaid
spending in Alaska would grow under the program'’s status quo. The statistical models
developed for this analysis will be provided lo ADHSS staff providing them the ability
to update the Medicaid forecast as more timely data become available.

KEY FINDINGS
The Alaska Medicaid program will fundamentally change over the next 20 years from a

program that centers on children to one that is dominated by seniors (age 65 and older).
This is a result of changes in Alaska's demographic profile, which will include many
more seniors. On a per-recipient basis, spending on Medicaid services for seniors is
substantially higher than spending for children. As this portion of the population grows
rapidly over the next 20 years, Medicaid spending will also grow rapidly. In calendar
year 2005, approximately 42% of spending on Medicaid claims was devoted to children
and 22% was devoted lo seniors. My 2025, we expect that approximately 45% of
Medicaid spending will be devoted to seniors and approximately 30% will be devoted
lo children. As Figure | shows, we expect spending on Medicaid claims for the elderly
tu surpass spending on the working-age population by 2015 and to surpass spending on
children by 2018.

The Ixivin Cmiij), Inc. mnl I'COihnlliunvt



Executive Summary

Figure 1. Spendiny on Elderly will Surpass Spending on Other Age Groups by
2018

Forecasted Proportion of Total Spending on Medicaid Claims by Age Group, 2005-2025

Year

Source: l.ewin Group & lICONorthwcst analysis o f Alaska Department of Health and Social Services data.
Note: Spending projections are on an incurred service basis.

Among the key findings of this report are the following:

* More important than any of the other factors in our projection of the Alaska
population, the 65 and older population is projected to grow rapidly, almost
Iripling from 43,000 lo 124,000 between 2005 and 2025.

» Alaska's Medicaid program has been a program dominated by spending on
services for children hut it will change to one much more focused on the elderly.
This change will affect the mix of benefits that Medicaid provides and, more
importantly, Iho cosl. Average per-recipient costs of Medicaid services are much

higher for the elderly than for children.

The l.ewin Group, Inc. iiml ECI)Northwt'$t



Executive Summary

* Projected to grow a little faster than the state's population, we expect Medicaid
enrollment—on a full time equivalent basis—to reach 131,000 by 2025 (compared

t0 95,000 in 2004).

» Total spending on Medicaid claims will increase from approximately $975
million in CY 2005 to approximately $4.7 billion in CY 2025.

* An incieasing share of the Medicaid burden will be shifted away from the
federal government to the state. State matching funds for Medicaid claims are
projected to increase at a faster rate than the total Medicaid program-8.9%

versus 7.6% for total funds (see Figure 2).

Figure 2: State Matching Fund Spending on Medicaid to Grow 8.9% Annually

Total Forecasted State Matching Funds for Medicaid Claims (in Millions of Dollars), 2005-2025

$2.5

Average Annual Growth Rate: 8.9%

$2.0

oo 0o @@ <

$0.5

s0.0

2005 2002 200'J 2011 2013 2015 2012 2019 2021 2021 2025

Year
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Executive Summary

Table 1 and Table 2 show projected utilization and spending for the five fastest growing
Medicaid service categories. With the exception of Vision Services, these categories are
also expected to be among the most expensive Medicaid services provided in 2025. In
fact, As Table 2 shows, over half of stale matching funds will be spent on just two
service categories—Personal Care and 1C3 Waiver. These are two of the most
important Medicaid service categories for Alaska's seniors.

Table 1: Forecast of the 5 Fastest Growing Ser:ice Categories by Utilization,
2005-2025

Calendar Year Average Rank by
L. . Annual % Avn.
Medicaid Sorvico
2005 2010 2015 2020 2025 Change Annual %
(2005-2025) Change
Personal Caro 5.029 8.626 14.587 23.617 35.311 9.7% 1
HCB Waivor 4.167 7,004 11.428 17.686 25.263 9.0% 2
Residential Psych /BRS 1.227 1.098 2.766 3.889 5.319 7.3% 3
Therapy/Rehabilitation 9.949 15,240 22,242 31,135 41.529 7.1% 4
Vision 24.208 35.006 47,669 61.614 75.190 5.7% 5
IV.duplicated Count of
0,
Modicaid Recipients 113.953 130,047 141,184 148,117 150,743 1.4% NA
Undupllcatcd Count of 132.344 151,036 163.971 172.022 175.073 1.4% NA

Modicaid Enrollccs
Source; l.cwin Group & HCONorlhwcvt analysis o f Alaska Department of Health and Social Services data.
Note: In tlii'. analysis we define service utilization as the annual uiuluplicatcd count o f persons who used a particular

Medicaid sen ice durinjj the fiscal year

Table 2: Forecast of tho 5 Fastest Growing Service Categories by Stato Matching
Funds (In Millions of Dollars), 2005-2025

Calendar Year AVIl. Rank
Medicaid Service Annual % by Avg(.)
2005 2010 2015 2020 202i Change Annual %

(2005-2025) Change

Personal Caro $48.7 $105,0 $2006 $367.3 $629.1 128% 1
HCB Waiver $49.0 $1006 $1010 $316.1 $520.4 11.8% 2
Residential Psych/HRS $27 1 $52.9 $800 $141 1 $221 5 10 5% 3
Ihernpy/Huhnbililntlon $11 5 $21.7 $35 1 $56 3 $85.9 10 0% 4
Vision $0 4 SOB $1 2 $17 $24 u.u% 5
All Modicaid Sorvicos $350 $591 $9v2  $1,377 o 89% NA

Source lewin Group \ lit <(Northwest analysis ol Alaska Department of Health and Social Services data
Note Dollars .lie not adjusted for mtlalion

I hel error limu/i, Inc. iiiul I'ClISoillin'c”t



Executive Summary

State matching fund spending on claims provided by the Alaska Medicaid
program will grow tr n approximately $350 million in calendar year 2005 to just
over $2 billion in calendar year 2025.

* |ne main factors responsible for growth in spending on Medicaid services are
population growth, aging of the population, increasing utilization of Medicaid
services by enrollees, and growth in the prices of medical services.

* Growth in total (federal and state funds) spending on claims will slow from the
pace of the last decade. On an average annual basis, total spending on Medicaid
claims is projected to increase by 7.8%. Comparatively, between 1998 and 2004,
spending on Medicaid claims increased by 16.6%.

* In calendar year 2005, state-matching fund spending on Medicaid claims was
approximately $500 per Alaskan citizen. We project this will grow to
approximately $2,600 by 2025—an S0% average annual growth rate.
Compai alively, per-capita personal income in Alaska is projected lo grow by less
than 3.0% per year over this same period.

* 15y 2025, more than half of state matching fund spending on Medicaid claims is
expected to be for Personal Care and | 1ICO Waiver. In CY 2005 these two service
categories account for less than 30% of the state's spending on Medicaid claims.

* Medicaid enrollment will grow at almost twice the annual rate of Alaska's
population (1.4% vs. 0.86%).

» Por the elderly, Medicaid enrollment is also projected lo grow at a greater annual
ratejdpg3d3y , . ‘ation (6.3% vs. 5.3%).

« Medicaid utilization will grow by approximately |13% per year between 2005
and 2010, but this rate of growth will decline to approximately 2.1% between

2020 and 2025.

* We project relatively slow growth in the enrollment rates of eligibility categories
specific to children (e.g. Title xi1x Kids), but high rates of growth in eligibility
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Executive Summary

categories geared more heavily toward the elderly (e.g, Long Term G re Non-
Gish).

» The elderly population in Alaska will almost triple between 2005 and 2025 from
43,000 lo 124,000; while the child population will remain relatively stable
growing only from 205,000 to 245,000 in 20 years.

« The Native population will increase on average by 1.71% per year, while the
Non-Native population is expected to increase by only 0.67%. The difference
between the two growth rates is expected lo result in the N«Viv >proportion of
the population increasing from approximately 17% in 2005 to approximately 21%

by 2025.

* Currently, Natives are almost three times as likely to be enrolled in Medicaid as
are non-Nativcs.

» The enrollment of males into the Medicaid program is projected to grow slightly
faster than females. Still, due lo greater life expectancies, higher rales of poverty,
and pregnancy and related needs, we expect the proportion of females in the
Medicaid program to remain higher than males.

 The Anchorage/Mat-Su region, with almost half of all Medicaid enrollees in
2005, is expected to in rease its Medicaid population by 20% per year—the
fastest growth of any of the regions.
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Introduction

Introduction—Alaska Medicaid Spending Projection

In this study, we develop long-term forecasts of Medicaid program spending from 2005
through 2025. We project spending for 20 categories of services provided under the
Alaska Medicaid program. Although results are presented at state level for all residents,
analysis is conducted on a regional basis for demographic subgroups of the population.

In addition lo this report, the models constructed for and used in the analysis will be
installed on Alaska Department of Health and Social Services (ADI ISS) computers. This
will provide ADI ISS staff the ability to update the forecast as more timely data become
available. The models were developed in the Statistical Package for the Social Sciences
(SPSS) at the request of agency staff. The SPSS modeling syntax serves as
documentation of the analysis, allowing ADIISS staff lo operate ai. , if necessary,
modify the models. Indeed, the primary contributions of this project are the
development of a methodology and set of statistical models that will allow ADI ISS staff
to prepare long-term forecasts of Medicaid spending into the future. Neither the
demographic profile of Alaska's population, nor the administrative aspects of the
Medicaid program are static. 1l is important, therefore, that ADI ISS staff has the ability
to inform Medicaid administrators and policy makers about fiscal issues related lo the
Medicaid program. ADIISS now has a tool that they can use to project the impact of
proposed changes to the Medicaid program.

This report presents the findings from our analysis of long-term Medicaid spending in
Alaska. It is based on the most currently available data and represents a benchmark for
future forecasts, but does not reflect changes in Alaska's Medicaid program made since
the last year of historical data (fiscal year 2001). We recognize that changes to the
Medicaid program ADI ISS has implemented since ;Y 2CIM already have had —and will
continue to have—an impact on enrollment, utilization, and spending.1Wilh the new
long-term forecasting model in hand, these changes will be reflected in ADIISS' future
updates of the forecast. Revised projections will have the same validity as the
benchmarking piojet lion because they will be based on the same model.

11'taiiiples, nl'ch.mgcr made tit the Medicaid program since Y 2001 include numetous changes implemented to
contain cost*, the Itring the Kills Home initiative to return childicn in out-of-st.ilo residential psychiatric treatment
centers to Alaska, changes lo the Personal t 'are Attendant program, rind the launch ol’Mcdicaio's prescription drug

benefits,
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Introduction

SUMMARY OF METHODOLOGY
The main factors responsible for growth in spending on Medicaid services are

population growth, aging of the population, increasing utilization of Medicaid services
by enrollees, and growth in the prices of medical services. Our methodology, therefore,
entailed detailed analysis of each of these factors in order to formulate a series of
statistical models lo project total spending on Medicaid services. The statistical models
of Medicaid enrollment, and service utilization and spending were developed using
historical enroliment-level data provided by ADIISS. Population forecasts for five
regions of Alaska were based on historical Census population estimates and statewide
population forecasts developed by the Alaska Department of Labor and Workforce

Development.

The forecast of total spending on Medicaid services depends on the following key
demographic, economic, and program-related factors:

« Growth in Alaska's resident population and changes in demographic

composition
* Changes in the Medicaid enrollment rate
» Changes in the utilization of Medicaid services by Medicaid enrollees

» Personal health services specific price inflation

The creation of the long-term Medicaid forecasting model for Alaska required the
development of five separate modeling tasks. These include:

» Task 1 Project population of Alaska by regional-demographic grouping: The first
step in determining the demand for Medicaid services in fulme years is to
understand the size of the Medicaid eligible population, ils demographic
characteristics, and its regional distribution. We do this by projecting Alaska's
population through 2025 by the following four characteristics:

* Region (5

» Age Cohort (1)

* Gender (2

* Native/non-Nalive (2
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Introduction

This results in 220 subpopulations (5*11*2*2 = 220) that we project for each year from
2005 to 2025. The purpose of projecting Alaska's population at such detail is that
eligibility for and consumption of Medicaid services differs greatly by age and gender;
the federal match rate varies between Medicaid service categories and by Native/non-
Native status; there may be regional differences in the eligibility and participation rates
for Medicaid, as well as in the costs of service.

Task 2 Project Medicaid enrollment rate for each of the 220 subpopulations: Using
Medicaid enrollment data provided by the Alaska Medicaid program for fiscal years
1997-2004, we estimated regression equations of Medicaid enrollment rates for children
(0-19 years of age), working-age adults (20-64 years of age), and the elderly (65+ years
of age). These equations included a range of demographic variables designed to
measure differences in enrollment for these groups, including age, gender, Nalive/non-
Native status, and region of residence.2 Coefficient estimates from the regression
equations were used to project the proportion of each of the 220 subpopulations
enrolled in Medicaid through 2025. Medicaid enrollment is then allocated across the 11
eligibility classes based on historic trends. Medicaid eligibility classifications were
determined by ADI ISS staff.

Task 3. Project utiliznt'on by Medicaid service class for each of the 220
subpopulations: Using historic Medicaid data on utilization of Medicaid services for
each of the 20 service dasses, we project Medicaid utilization for each of the 20 service
classes within each of the 11 eligibility groups and the 220 subpopulalions. Service
utilization is modeled using logistic regression, a statistical modeling technique used for
estimating the probability of an event occurring. For our purposes, the event is the
utilization of a particular service within a given year.

Task 4. Forecast the average and total cost per year of Medicaid services by
subpopulation: Using linear regression analysis, average spending per recipient of each
Medicaid service category was regressed on demographic and other explanatory

In addition, sve examined statewide economic data, including total peisunal income, per capita personal income,
and employment. |lie statewide data provided no explanatory power in the enrollment rate models and was,
therefore, dropped from the models. Regional economic data were not examined because wo know of no available
Imip-u mi foieeasts of such data. Statewide economic data from the University o f Alaska's Institute for Social and
Heonomic Research (ISHR) were also considered in the regression models. The economic data, however, did not
provide additional explanatory power and were, therefore, dropped from the models.

TIti' l.ctt’iit Group, Inc. mul tNurlltwcst



Introduction

variables.3 One regression model was developed and estimated for each of the 20
service categories. The results obtained from the 20 models were used to project total
real spending per Medicaid recipient through 2025. Using national-level forecasts of
medical inflation, we then project total annual nominal spending per recipient through

2025.

Task 5: Forecast total state matching fund spending on Alaska's Medicaid program:
The State's obligation to lover the cost of an individual's Medicaid costs differs
according to the individual s Medicaid eligibility group, category of Medicaid service,
provider of Medicaid-related service, and Native/non-Native status. Based on cost
share information from ADI ISS and our projections of total Medicaid spending by
service category, we forecast total state matching fund spending through 2025 by the

Stale of Alaska.

Task 6. Forecast the cost of other payments and offsetting recoveries: This final
component of Medicaid spending is not directly tied to individual claims and, therefore,
cannot be forecasted by the same methods described above. Rather, for projections of
Offsetting Recoveries, future credits are assumed to grow at approximately the same
rate as in the past. For the forecasts of Medicare Part A & Part B Premiums, the
historical relationship between spending on this program and growth in the elderly
population (65 and older) was statistically measured and used as a basis for projecting
future spending by ADIISS on Medicare Part A & Part B Premiums. Finally, for the
Supplemental | lospital Payments program, the relationship between spending on this
program and spending on the Inpatient and Outpatient | lospital services categories
was statistically measured and used as a basis for projecting future spending on the
Supplemental |lospital Payments program.

MODEL ASSUMPTIONS AND LIMITATIONS
Hie l.cwm Group and ECONorthwest realize that the value of economic analysis

depends on the quality of the data and assumptions employed. We have worked
carefully to ensure the quality of our work and the accuracy of our data. Throughout
this report we identify our sources of information and the assumptions used in the
analysis. We have undertaken considerable effort to validate the forecast and to confirm
the reasonableness of the data and assumptions on which the forecast is based,

JNote: Annual Medicaid spending for each ot the hisloiical years ofdata is inflation adjusted in'o dollars.
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Introduction

Nonetheless, we acknowledge that any forecast of the future is uncertain. The fact that
we view the forecasts in this report as reasonable does not guarantee that actual
enrollment in, utilization of, and spending on the Alaska Medicaid program will equal
the projections in this report. ADHSS administrators and the Alaska's elected
representatives must recognize the inherent uncertainly that surrounds forecasts in
considering the long-term Medicaid spending projections. The primary benefit of this
report to Medicaid administrators and Alaska's policy makers is information on the
direction and approximate magnitude of changes in the Medicaid program.

There are many assumptions underlying the forecast, which the Lewin Group and
ECONorthwest have deemed to be reasonable. ADHSS established a steering
committee of program and financial managers experienced in Medicaid policy lo
provide guidance throughout the process of developing the forecast models. The
steering committee provided valuable feedback on Ihe suitability of our assumptions
and the reasonableness of our results. Throughout the analysis, we relied upon the best
available information, including historic Medicaid claim data, the State of Alaska's
official population forecast, and nationally recognized information on trends in medical
prices. In addition, in no instances do we impose any speculation on future Medicaid
policies or procedures. Rather, we develop the long-term forecast as if the policies and
practices of today will be the status quo throughout the forecast period. Assumptions of
particular importance, include, but are not limited to, the following:

» The mix of currently available Medicaid services is assumed to be constant
throughout the forecast period. The Stale of Alaska currently provides Medicaid
services not mandated bv the federal government. WWe assume the State will
continue to provide these services throughout the forecast period.

* Medicaid eligibility requirements will not change throughout the length of the
forecast period.

 Wilh respect to gender and age cob rt, Alaska's population will grow at
approximately the rale forecasted by the Alaska Department of l.abor and
Workforce Development in their February 2005 report. Relative population
growth by region of the slate and by Native/non-Native status will be similar to
that expeiienced between 1990and 2000.

* The growth rate in the prices of Alaska's Medicaid services will be the same as
the projected growth rate in the prices of personal health care services, embodied
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Introduction

in the Center for Medicare and Medicaid services' national personal health care
deflator.

* Neither the historical data nor the spending forecast will directly correspond to
the ADHSS accounting or budget systems. Additionally, the claims data is based
on date of service while the accounting and budget systems are based on dales of

payment. There are three reasons for this:

1 The data used in the forecast of total spending are based on date of service
and not on date of payment;

2 The payment amounts include only claim payments processed through he
Medicaid Management Information System (MMIS) and do not included any
payments or accounting adjustments not made through MMIS (i.e., the data
do not directly correspond lo accounting records);

3. The historical data are based on the Stale's fiscal year, but the forecasts are on
a calendar year basis. This was done to remain aligned with the population

forecast.

* Claim data for Fscal Year 2005 are used as a benchmark for the long-term
forecast. These data were not, however, used in the development of the forecast.
The reason foi this is that the statistical models used in this analysis were
developed in Q2 and Q3 2005, and the earliest the FY 2005 claim data became
available was a month or more into Q3 2005. Further, because this analysis is on
an incurred basis and many claims are not paid for several months or more after
the service is incurred, there is currently and will continue to be for several
months much missing cost data in the FY 2005 claim data.

» Data for years 1997, 1999, 2001, and 2003 are not shown in historical tables of
utilization and spending because of limited space. Aveiage annual growth rates
are slightly lower when considering the period 1997-2004.

» Forecast data are only shown for 2005, 2010, 2015, 2020, and 2025. The model,
however, forecasts each year from 2005 through 2025.

» The enrollment and claims data provided by ADI ISS were from their Juneau
Claims and Enrollment (JUCF) database. JUCF contains Medicaid enrollment
records and claim-level data or. paid claims, adjustments, and voids. JUCF does
not include denied claims, claims pending adjudication, payments not processed
through MMIS, or administrative costs. For the long-term forecasting model,
ADIISS summarized enrollment and paid claims data into one record for each
individual enrolled in the Medicaid program for each complete fiscal year
available (1997-2001) using the following 10 criteria.
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1 Claim dale is based on the date the service was provided (incurred), not
the date the claim was paid.

2. Only complete fiscal years are included in the data file. Data for fiscal year
2005 are excluded because there is a lag between providing the service
and paying the claim. Many of the claims incurred during fiscal year 2005

will not be paid until fiscal year 2006.

3. There is one record per individual for each fiscal year he/she is enrolled
in Alaska's Medicaid program, regardless of whether he/she is enrolled
for one month during the fiscal year or for the entire fiscal year.

4. Data were grouped so that classifications are consistent wilh those
typically used by ADHSS in budgeting analyses and financial reporting.
The list of variables include 1D, year, region, gender, race (Native/non-
Native), age, months in program, eligibility classification, and service
classification.

5. To protect the privacy of client?, no personally identifying information
(i.e., name, hirth date, social security number) was included in the data
file. The Medicaid client identification numbers were recoded by ADI ISS
to create the ID variable and cannot in any way be used to identify
individuals.

6. The race variable is one of two values: Native or non-Native. The Native
category includes anyone identified as Alaska Native or American Indian.
Knee is a self-identified optional field on the enrollment application.
Natives wl 0 left this item blank would be counted as non-Native.

7. The Monlhs-in-Program variable is the number of months during the
fiscal year in which the individual was enrolled in Medicaid, legibility is
determined on a monthly basis. If a person is eligible for oil" day in the
month, they are eligible for the whole month.

8 When summarizing enroliment data, if multiple values were encountered
in the region, gender, race, or age variables, one of the values was chosen
randomly by assigning an integer between 1 and 12 (inclusive), the
integer represented the month of the fiscal year in which to determine the
individual's value fur the entire fiscal year.

9. The 11 eligibility classifications are based on groupings of eligibility
subtype codes (See Appendix A). If aclient's situation changes over time,
he/she is reassigned lo the eligibility code that best fits. Consequently,
there is a great deal <4 movement between classifications and il is common
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for individuals to have more than one eligibility code during the year. If
multiple eligibility codes were encountered during a fiscal year, the last

value was chosen

10. Claim data were aggregated into 20 service classifications based on
ADHSS categories of service (See Table 9). The net amount of claims paid,
including debits, credits, and voids, was summarized for each individual
enrolled for each fiscal year. Not all enrollees had claims in all service
classifications. In fact, some enrollees did not have any claims at all for a
fiscal year.
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