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Draft Bill Expands Eligibility Coverage

J Expands adult Medicaid coverage to 133% FPL on
January 1, 2014. Current statutory eligibility is 100% FPL

® Federal law requires coverage of children to 133% FPL, adults are optional
® Coverage discontinued if federal match falls below 80%

(d Definition of household income is changed to “modified
adjusted gross income” in accordance with federal law

J Executive proposal effectively restores coverage of
childless adult population below 100% FPL
® No new applicants are currently accepted for that program
® The freeze was achieved through the budget process
® The childless adult population remains eligible under current law



Medicaid Eligibility

- Current Law and Mandatory Expansion
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* Women diagnosed through the Breast & Cervical Cancer Screening program
and those in the “Ticket to Work” program receive coverage to 250% FPL.
** KidsCare enrollment has been frozen since January 2010. Childless Adult

enrollment has been frozen since July 2011.

*** Federal health care legislation requires coverage of children up to 133% FPL
beginning 1/1/14. 4



Medicaid Provider Assessments

J

J

Federal government allows provider assessments to be
used as state matching funds for the Medicaid program

Can be applied to different types of healthcare services

Possible assessment base

® |tems or services
® Beds
® Revenue

Possible exclusions
® |npatient or outpatient services

® (Certain revenue streams such as Medicare
® Types of hospitals



Federal Approval of Assessment

J Methodology, rate and amount must be
approved by federal government

- Federal law includes the following limits on
hospital assessments:
® Limited to no more than 6% of revenues

® Cannot receive more than 25% of state share of
Medicaid expenditures through provider assessments

® Providers cannot be held harmless



Draft Legislation’s Hospital Assessment

J

J

J

J

Requires AHCCCS to establish and administer a hospital
assessment to fund AHCCCS coverage for adults from
100%-133% FPL and total Proposition 204 population

Provides AHCCCS with flexibility in determining
methodology
® AHCCCS would determine method of assessment and its rate

® AHCCCS would determine exemptions from assessment, which
may be based on size, specialty services, and geographic location

Discontinues collection if the federal matching rate for
adults from 100-133% FPL or childless adults is less than
80% (circuit breaker)

Prohibits local assessments
® City of Phoenix has approved an assessment



Draft Bill’s Internal State Reviews

J

J

Requires AHCCCS to establish hospital workgroup
consisting of urban, rural, and critical access hospitals

Before implementation, and annually thereafter if
methodology is modified, requires a JLBC review

Exempts assessment from rulemaking requirement but
allows a 30 day comment period



Cost of the Executive Proposal



“Mandatory Costs” from New Federal Health
Care Requirements

J Expand child coverage to 133% of the Federal Poverty
Level (FPL)

(J Added publicity may induce currently eligible non-participants
below 100% FPL to participate in Medicaid

® Baseline assumes 50% of 265,000 will apply
e Difficult to forecast — 2000 expansion underestimated growth by 100%

J Federal law results in 2 rate adjustments
® Required to reimburse doctors at Medicare rates through CY '14
® Nationwide health insurance $8 B fee increase: 1.3% adjustment in rate
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Mandatory Federal Medicaid Expansion Costs*
Adds 168,000 New Participants by FY 2015

d Children covered to N FY /14 **
133% of poverty S74 M
3 Higher enrollment by > $F2Y1;l1§/|
current eligibles
FY’16
J Rate Adjustments y $236 M

*Baseline assumes childless adult coverage remains frozen

**All costs above FY ‘13



Optional Expansion - JLBC Estimate
Adds 245,000 New Participants by FY 2015

Eliminate current childless adult freeze

® 85% federal match rate

Refinance remaining childless adult program
® Change federal match from 66% to 85%

Expand eligibility from 100% to 133% of
poverty

® 100% federal match

**All costs above FY ‘13

>

FY '14%*
S6 M

FY 15
$103 M

FY 16
S89 M
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Executive Proposal —

Full Expansion and Provider Assessment
|

(J Provider Assessment — GF equivalent to cost of
Proposition 204 program + newly eligible adults

J More than covers cost of optional expansion—extra
assessment pays for cost of existing program

Executive Sin M

FY ‘14 FY ‘15
Optional Cost S27 S154
Provider Assessment (82) 256
Net Savings S(55) $(102)

* In FY ’15, JLBC estimates optional cost at $103M and provider assessment at $206 M
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Chairman’s Questions
- FY 2015 Impact Under Alternative Scenarios

J What is level of provider assessment if match rate falls to 80%?
- Provider assessment increases from $256 M to $365 M

d What if the Federal government eliminates the provider
assessment?

- Cost shifts to General Fund, unless new source is identified
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