Additional Proposals

Proposal: Temporary Federal Assistance

FY 09 Savings: $400,000,000
FY 10 Savings: $400,000,000

This option would temporarily reduce the state’ s share of the Title 19 Medicaid costs.
The federal government shares in the cost of Medicaid, paying 65.77% of most expenses
during FY 2009. This proposa would raise the federal share, thereby lowering the
amount the state pays for Medicaid. The proposal would affect the Title 19 spending
levels of the Arizona Health Care Cost Containment System (AHCCCS), the Department
of Health Services (DHS), and the Department of Economic Security (DES).

As part of an economic stimulus package, the federal government is actively considering

anumber of measures to provide fiscal relief to state governments. The federal Medicaid
matching rate option has been the most frequently discussed proposal that would provide
direct assistance to state governments.

There are severa precedents for thistype of relief. During the 2002-2003 economic
downturn, the federal government enacted asimilar proposal. Once the economy
improved in FY 2005, the enhanced federal match was eliminated. In addition, the U.S.
House of Representatives passed a proposal in October 2008 to increase temporarily the
Medicaid match rate, but that legislation was not considered by the U.S. Senate. That bill
would have saved Arizona approximately $435 million during FY 2009.

The legidation, however, would have placed conditions on the states in exchange for the
additional funding. For example, it would have prohibited the state from reducing its
current eligibility levelsfor Title 19 Medicaid programs.

The Obama administration’s stimulus package is widely believed to contain a 2-year
enhanced Medicaid match rate proposal. Given the worsening economic conditions, their
proposal may contain more relief than considered in October. The federal government
may also consider other forms of economic relief that would benefit the states, such as
infrastructure spending. The details of the Obama proposal, however, are not known as
of thiswriting. Congress currently plans to consider the stimulus package by February.

The $400 million estimate of temporary federal assistance is a placeholder until the
details of the federal plan are determined.
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