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The bill would amend the Social Welfare Act to allow nondisabled adults with an annual
income level up to 133% of federal poverty guidelines to enroll in the medical assistance
program (Medicaid) for a maximum of 48 monthsif:

D The state Department of Community Health (DCH) is able to obtain a waiver
from the US Department of Health and Human Services meeting certain criteria
established in the bill; and

(2)  The federal government provides funding at a level of 100% for implementation
and administration for the enrollees covered by the bill.

The Waiver
The DCH would be required to seek awaiver to:

e Enroll nondisabled adults (aged 21 through 64) into a contracted health plan that
provides for an account into which money can be deposited to pay for incurred health
expenses. However, they could decline enrollment into Medicaid and select private
health insurance on or off the American health benefit exchange established or
operating in the state.

e Givethem achoice in choosing a contracted health plan.
e Ensure they have accessto a primary health care physician and to preventive services.

e Develop incentives for heathy behavior and for progress made toward healthy
behavior.

e Develop incentives for eligible enrollees who assist the DCH in detecting fraud and
abuse in the Medicaid program.

e Allow for services provided through telemedicine.

e Impose a48-month limit on Medicaid services for nondisabled adults. The 48-month
count would begin after the bill took effect and would not include months before that
date. Those who received Medicaid for 48 months and were no longer eligible could
select private health insurance on or off the American health benefit exchange
established or operating in the state.
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Not more than seven calendar days after receiving a waiver from the US Department of
Health and Human Services, the DCH would have to submit a written copy of the
approved waiver provisionsto the Legislature for review.

Contributions to Health Accounts

Nondisabled adults enrolled in Medicaid would have to make contributions of up to 5%
of their annual income into their accounts based on the DCH's determination of their
ability to pay. Contributions could include, but are not limited to, deductibles,
copayments, premiums, or other applicable charges, as determined by DCH.

Hospital Charges

Any hospital that participated in Medicaid could not charge uninsured individuals with an
annual income under 100% of the federal poverty guidelines more than 115% of rates
charged to Medicare.

Each March 1, beginning in 2015, the DCH would have to provide a report to the
Legidlature that included information on the impact on the health status of the covered
population, including a targeted assessment related to employability, the cost
effectiveness of Medicaid, and an evaluation of the financial impact on the state's health
care and health insurance systems.

Determining Income L evel

The DCH would have to apply a modified adjusted gross income methodology in
determining if an individual's annual income level was below 133% of federal poverty
guidelines.

Medicaid Eligibility Website

The DCH would have to provide a process by which individuals could apply for or renew
Medicaid digibility through a website from which the department would enroll
individuals in the appropriate health care program without regard to the specific program
for which the individual applied.

FISCAL IMPACT:

Background Information

The FY 2013-14 Executive Budget proposes to incorporate the Medicaid expansion
included under the federal Affordable Care Act into Michigan's Medicaid Program and
state budget, thereby expanding program eligibility to 133% of the federal poverty level,
which could be as many as 450,000 enrollees initially. Concurring with the proposed
budget action would result in an estimated $1.5 billion in federal funds being received by
the state in FY 2013-14 and an estimated $206.0 million in GF/GP savings due to 100%
federa payment of certain costs currently being financed with state funds. Those
amounts are 3/4-year amounts and would increase in FY 2014-15.

Additional information on the projected fisca impact of the proposed Medicaid
expansion is available in this HFA memorandum:

http://www.house.mi.gov/hfal PDFs/M edi cal d%20Ex pansi on%20M emo%20M ar4.pdf

Analysis available at http://www.legidature.mi.gov HB 4714 Page2of 4



Summary
HB 4714 would apply certain conditions to the Medicaid expansion proposed under the

Executive Budget. The changes to the Medicaid program delineated in the bill are
premised on the approval of a federal waiver, which contains severa requirements that
may or may not be agreed to by the federal Centers for Medicaid and Medicare, and
requires that the waiver conditions be completely financed by the federal government.
The Affordable Care Act stipulates that 100% federal funding will no longer be available
beginning January 1, 2017, so the law will cease to be relevant beyond three years
without further Legidative action. (Beginning in 2017, federal financing would drop to
95% and then drop to 90% beginning in 2021.)

If the waiver were approved, by requiring the federal government to not only finance the
expanded Medicaid population but also a population where the cost is currently shared by
the State and the federal government, there is an estimated GF/GP savings of $360.0
million each year over three years (above and beyond savings from the Medicaid
expansion assumed in the Executive Budget). However, there is no existing precedent
for federa approval of a number of the waiver requirements contained in the bill, and
some requirements appear to be inconsistent with current federal law and CM S policy.

It should be noted that federal law regarding HHS waivers require that the waiver request
be "cost neutral” to the federal agency. This means that the federa government would
pay no more under the waiver conditions than what it currently pays.

The Waiver

If the waiver is approved, there are cost/savings implications to the State regarding the
expanded population, cost shifting those eligible under the current program,
administration expenses, incentivizing healthy behavior, Medicaid fraud and abuse
detection, and program term limits.

Under an approved waiver all non-disabled qualifying individuals under 133% of the
federal poverty level would be eligible for Medicaid, which would include those
currently covered under "basic" Medicaid. This would include parents and caretaker
relatives of children receiving Medicaid and childless adults—categories of eligibility at
or below 50% of the federal poverty level. These currently covered populations are
financed at the regular FMAP FY 2013 rate of 33.61% State and 66.39% federal. By
making a waiver requirement that their costs be entirely paid by the federal government
could save the State $360.0 million GF/GP each calendar year for 2014, 2015 and 2016.

The balance of the individuals covered by this waiver and similarly covered in the
Executive's Medicaid expansion plan would be covered completely by federal funds and
would have no GF/GP fiscal impact to the State within the three year period of this
legislation beyond the GF/GP savings already assumed under the Executive expansion
plan.

The waiver must require that qualifying nondisabled adults must have the option to

decline Medicaid enrollment and be able to select private health insurance on or off the
State's health care exchange. It is not clear whether it is assumed that Medicaid funding
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would follow individuals that opt-out; therefore, the fiscal impact of this requirement is
indeterminate.

The waiver is also to include the development of incentives to promote healthy behaviors
for enrollees and incentives for enrollees to assist the Department of Community Health
in detecting Medicaid fraud and abuse. No specifics are given on the method of incenting
but it is possible that both short and long-term programmatic cost savings would be
gained by hedthier behaviors. These savings and the costs of incentives are
indeterminate. It is also difficult to project what savings may be attributed to future
Medicaid fraud and abuse discovery by enrollees.

The approved waiver must also require that nondisabled adults not receive Medicaid
benefits for more than 48 months. Since the waiver is based on the requirement of 100%
federal financing for the program, which will end on December 31st, 2016, the 48-month
benefit time cap would not apply unless the federal financing percentage support were
changed or the Legidature took future action to extend the provisions of the bill with
amended provisions regarding federal funding levels. Further, it is unclear if such atime
cap is consistent with federal law and policies.

Other Conditions

The proposed bill aso requires that nondisabled adults enrolled in Medicaid make
contributions of up to 5% of their annual income in the form of copays, premiums, or an
account for health care expenses. The Department of Community Health is alowed some
discretion in implementing enrollee cost sharing based on the enrollee's ability to pay.
Assuming that the average annua income is $10,000, a 5% contribution is $500.
Multiplied by the estimated number of 800,000 newly- and currently-eligible individuals,
the amount of savings is $400.0 million annually. Since the federal government would be
financing the program entirely, these savings would not accrue to the State. It is
generally understood that copays may be cost savings to the State or federal government
by lowering provider rates, but that a large share of those savings end up being a cost
shift to providers that cannot collect the copay amounts. There is some question as to
whether a copay requirement of pregnant women would be approved through a waiver
request.

The bill also requires that costs for implementation and administration of the waiver be
100% federally financed, which is not consistent with current federal provisions for the
Medicaid program. Typica cost sharing for these activities is 50/50. The Governor's
expansion proposal estimated IT and administration costs of $20.0 million Gross per
year, therefore a $10.0 million State cost. The $10.0 million State cost would be avoided
if the federal government agreed to fully fund administration and IT costs related to the
waiver population.

Legislative Analyst: Chris Couch
Fiscal Analyst: Steve Stauff

m This analysis was prepared by nonpartisan House staff for use by House members in their deliberations, and does
not constitute an official statement of legidlative intent.

Analysis available at http://www.legidature.mi.gov HB 4714 Page4of 4




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts false
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


