Summary of Option 5A
Background, the Proposal, Issues and Other Elements
May 5, 2004

This document has been prepared as a summary of “Option SA” that was presented to the
Legislative Committee on Health Care, Subcommittee to Study Health Insurance
Expansion Options, Technical Working Group” on April 14, 2004,

The document begins with a brief introduction, follows with a section on background and
then summarizes the proposal. Following the proposal summary are discussions of issues
surrounding the conversion of the IAF and Supplemental Funds and on implementing the
proposal. The summary concludes with a brief presentation of other elements of the

proposal.
Introduction

EP&P Consulting, Inc (EP&P) was retained to assist the State of Nevada in developing a
program that would secure federal funds to match money that is currently being spent
within the state for health care services. The impetus for this engagement was the
observation that the firm had made in previous engagements that a significant amount of
federal SCHIP funds were being unused by the State. In designing the program, EP&P
was to focus on, among other items, increasing health care services in the state, a design
that would assist the state in obtaining approval from the federal government, and a
thorough consideration of employer sponsored initiatives.

After organizational meetings, the Technical Working Group was presented at its March
10" meeting with a briefing on both HIFA waivers and the status of the uninsured in
Nevada. At that meeting, the Working Group identified several potential groups for
which health insurance coverage should be considered. That list of potential coverage
groups was expanded by the Subcommittee at its March 12" meeting.

Subsequent to the March 10™ meeting, several conference calls were held with members
of the Working Group and others in an attempt to define and coordinate data collection
activities to assist in the evaluation of various proposals for coverage. Data collection
activities were also conducted with the Nevada Department of Human Resources, the
Nevada Association of Counties, the Nevada Hospital Association and the Center for
Health Information Analysis (CHIA) at UNLV.

In an all day meeting on April 14, 2004 EP&P presented the Technical Working Group
with significant amount of cost and caseload, financing, data collection, and program
information. At the conclusion of the meeting the firm presented several program
options, and recommended that the Subcommittee be presented with “Option 5A™ for
consideration.
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This option would eliminate the existing Indigent Accident Fund and Supplemental Fund
and convert the revenues into a pool of funds that would be matched by federal funds.
The combined federa and Nevada funds would then be used to expand Medicaid
coverage to pregnant women up to 185% of the federal poverty level (FPL), provide
subsidized health insurance coverage through small employers to employees at less than
200% of FPL, and provide subsidies to employees (at less than 200% of FPL) that cannot
afford the group health insurance coverage currently available from their employers.

Background from the April 14" Meeting

During the April 14" meeting several topics were covered. Those topics can be grouped
into the following categories.

o Coverage Groups, their benefit packages and service delivery options
o Dataavailable to assess impacts and what that data indicated
o Options to recommend to the Subcommittee

This section will discuss the first two topics and the following section will present Option
5A.

Coverage Groups, Benefit Packages and Service Delivery Options

In al ten different potential coverage groups were identified and or defined. Suggested
benefit packages and service delivery options were also presented. The groups included:

Small employers not now offering health insurance

Employees of firms that offer insurance but who do not participate

Pregnant women with income less than 200% of the federal poverty level (FPL)
not covered by Medicaid

Parents of Title XIX/XXI children

Children aging out of foster care

Individuals leaving TANF (Transitional TANF)

A population that could be covered under the federal Medically Needy definition
SSDI recipientsthat are not yet eligible for Medicare

SSI applicants who could have their eligibility determinations accelerated with
state determination of eligibility under 42 CFR 435.210

10. Individuals that could be covered under a High Risk Pool program
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This discussion provided the foundation for examination of the remaining topics of
discussion.

Data Available to Assess Impacts

In order to design a program for the Subcommittee, data had to be collected for three
purposes: 1) to determine cost and caseload, 2) to determine the amount of funds
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available, and 3) to determine areas where expenditures were currently being made that
could be matched by federa funds.

Cost and Caseload

Information was generally available to determine cost and caseload estimates. Where
specific data was not available, reasonable assumptions could be made. The one
exception where information was not available was for the Medically Needy coverage
group. However, assumptions related to the total amount of expenditures related to this
group were made. Thisresulted in a‘menu’ of potential groups and their costs that could
be included in a recommended program.

Funds Available

In determining the amount of funds available, four potential areas were targeted:

1. Theamount of federal SCHIP funds that could reasonably be estimated to remain
unused between now ard SFY 2009

2. Thelndigent Accident Fund (IAF) and the Supplemental Fund established in
N.R.S. and administered by the Nevada Association of Counties (NACO)

3. Unmatched state funds administered by DHR that may be available for matching
with federal funds

4. The Indigent Funds within each county.

After input from the Technical Working Group, updated estimates of available SCHIP
funds were determined. Overall, the updated information (contained as Attachment 1)
confirmed previous conclusions that the State will be reverting unused SCHIP funds into
the foreseeable future. With their enhanced match rate and the definitions of allotment
neutrality applied to these funds under HIFA waivers, these unused funds represent an
attractive opportunity for Nevada to extend health coverage in the state.

Amounts available in the IAF and the Supplemental Funds were easily identified and
represent a revenue stream that by SFY 2006 will be approximately $16 million that
should grow with property valuation growth such that by SFY 2009 could total $19
million. In addition, there should be a small cash balance in SFY 2005 that could be
amortized over afive year period to extend the amount of funds available from this
source.

The Department of Human Resources engaged in an effort to identify a number of
potential funding sources that are currently unmatched by federal funds and/or have the
potential for use in expanding health care coverage in Nevada. The most significant of
these sources included potential excess appropriations in the Welfare Division ($19.7
million), federa fund recovery initiatives in Mental Health and Developmental Services
Division ($3 million plus) and in Child and Family ServicesDivision (potentially $2.3
million), and Tobacco Settlement Funds. However, the Division issued a caveat that it
could not commit or assure these funding opportunities would be available for the
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initiative under consideration. Aswould be reasonably expected, the DHR included the
following in their summary of funds available:

The Department has expressed many times that there are many needs within the
Department for extra funding. Dollars available from one source are historically
transferred to programs/budgets lacking resources and which usually have
significant waiting lists or where caseload growth consumes available funding.

Before any funding can be committed for a HIFA Waiver, there needs to be
consultation with the State Budget Office and Governor’s Office to determine
thelr priorities and commitment. Also, when DHR completes its budget building
process later this summer, available funding may be consumed by other priorities.

As aresult of these caveats, the recommended option for expanding health care coverage
did not include any of these potential DHR revenue sources. Should the Subcommittee
decide that some or &l of these revenue sources should be included in an option for
expansion, they can readily be incorporated.

With respect to the amount of County Indigent Funds available, this proved to be
problematic. Several complications were involved. Among the more notable
complications were:

o Thelack of astatewide compilation of sources and uses of Indigent Fundsin the
counties

o The broad spectrum of services (both social services and health care services)
provided through the Indigent Funds by the various counties

o Thewide variance of digibility standards among the counties for indigent health
care

o Thelack of demographic information for the individuals who benefit from the
expenditure of these funds

Asaresult, the possibility of converting any of these funds to matching funds was
deemed to be not feasible, and the County Indigent Funds were excluded from further
examination.

In summary, the IAF and Supplemental Fund were considered to be potentia revenue
sources for the expansion of health care coverage. By matching the revenue that these
two funds would generate with federal SCHIP and Title XIX (Medicaid) funds, total
funds of $45 million could be generated in SFY 2005. This amount could grow to
approximately $52 million in SFY 2009.

Current Expenditure Data

When attempting to determine where current health care expenditures were being made
that could be analyzed to determine potential for federal match, several sources were
initially pursued. Those sources included:
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o NACO and the counties
o CHIA at the UNLV
o Hogpitals

NACO was asked to provide information on the nature of the expenditures for the IAF
and the Supplemental Fund. The information sought included both the amount of
payments to individual hospitals and the demographic information related to the
individuas for whom the expenditures were made.

Unfortunately, information relating to payments made to individual hospitals was limited
to only $4.9 million of the $9.6 million paid through the IAF fund in SFY 2003. No
breakdown of payments by hospital was made available for the balance of the
expenditures from the |AF, and no information was made available for any of the $5.9
million in expenditures in SFY 2003 from the Supplemental Fund.

With respect to the demographic information on the individuals for whom the
expenditures were made, no information was available. Information relating to
citizenship, Nevada residency, specific income levels, categorical status (e.g. parental
status), or the diagnosis for the patients is not routinely collected and collated, and was
therefore not available.

This lack of information severely limited the degree of analysis that could be performed
with respect to the impact of converting the IAF and Supplemental Fund to matching
fundsfor the potential program. An analysis of the overlap between expenditures
currently made from these funds and the expenditures that could potentially be matched
by awaiver program could not be performed. However, through the data that was
available from the IAF, some information could be gleaned as to the potential impact to
hospitals.

Among the findings from the data available is the following Table. This Table indicates
the distribution of the $4.9 million in payments from the IAF to the hospitals initiating
the claims, and the provider types that benefited from the expenditures:

Partial Payment Amounts from the IAF by Hospital

SFY 2003
Physicians Services
Hospital Caes Hosp Paid Paid Amb Paid Paid Total Paid
No. Nevada 1 16,782 411 6,770 1,510 25473
St. Rose 1 3,403 2838 0 264 3,954
UMC 3B 2,121,812 52,990 32,208 106,878 2,313,887
WMC 25 1,728514 61,042 76,677 94,271 1,960,504
Churchill (WMC) 1 20,095 1,483 0 1,456 23,034
Carson Tahoe (WMC) 3 131,006 3,569 7,660 12,142 154,467
Humbolt (WMC) 2 106,497 663 4,807 17,701 129,668
Pershing (WMC) 1 288,747 7,635 10,117 2,635 309,134
Total 69 4,416,945 128,081 138,238 236,857 4,920,121
EP&P Consulting, Inc 5 May 5, 2004
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From the Table, it is concluded that the primary facilities benefiting from the IAF
payments are UMC and WMC. It isassumed, based on this data and anecdotal
information, that this pattern of payments holds true for the Supplemental Fund as well as
for the balance of the |AF.

The CHIA program at UNLV was contacted in an attempt to improve the information
available. The data sought was the payments to hospitals by either the county Indigent
Funds or the IAF or Supplemental Fund. Unfortunately, because of the timing of data
collection by CHIA (i.e. discharge information to be reported 45 days after the close of a
quarter) and the billing and coding practices of the hospitals, the data provided by CHIA
was not helpful for the analysis.

Individual hospitals were then asked through the Nevada Hospital Association for
information related to both payments from the indigent sources as well as demographic
data on the beneficiaries of these payments. Insufficient information was provided to
alow for adequate evaluation’.

For each coverage group that had been defined and the data collected, a table of
advantages and issues was compiled. The table addressed each of the coverage groups
that had been outlined and evaluated the advantages and issues from the perspective of
various stakeholders including: the state, employers, the counties, providers and
beneficiaries.

Option 5A Summary

Several program options were then identified in Options 1 through 5. It was clear from
the compilation of various options that a significant number of the identified coverage
groups could not be included in the recommendation given the financing limitations.

Option 5A was compiled with the specific intent of fitting within the available financing
and focused on the coverage groups of small employer coverage, premium subsidy for
employees and pregnant women.

Financing

Option 5A proposes that the State of Nevada use the existing funding that is directed into
the Indigent Accident Fund and the Supplemental Fund to match with federal funds. In
making this conversion, the statutes would be amended to change the objectives of the
funds and to specifically remove any county liability for the current purposes of these
funds.

1 However, it should be noted that after the presentation and discussion of Option 5A at the April 14"

meeting, both UMC and WMC were invited to make a presentation at the May 5™ Technical Working
Group meeting. At that time more information may be available as to the impact of the proposed option on
at least these two hospitals.
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If the amendments were made, the result of this change would be to have no impact on
the counties, and remove the revenue source from the hospitals and other providers that
provide the services currently covered by these funds.

Based on the estimated amount of funds available from the |AF and Supplemental Fund
as well as SCHIP funding available, the total amount of resources available for the
program is depicted in the Table below:

Funding Available for Option 5A

2005 2006 2007 2008 2009
Indigent Accident Fund (IAF) Revenue 9,445,934 9,823,771 10,216,722 10,625,391 11,050,407
Supplmental Fund Revenue 6,693,632 6,961,377 7,239,832 7,529,425 7,830,602
Est. Amortized IAF Cash Balance 760,000 760,000 760,000 760,000 760,000
Total State Funds (A) 16,899,566 17,545,148 18,216,554 18,914,816 19,641,009

SCHIP Funds 2005 2006 2007 2008 2009
Estimated L oss of Authority 1,980,098 864,320 7,681,336 5,594,352 3,507,368
Allocation of Ending Balance 14,424,480 14,424,480 14,424,480 14,424,480 14,424,480
Total SCHIP Funds Available (B) 16,404,578 15,288,800 22,105,816 20,018,832 17,931,848
Estimated State Funds Needed 7,325,464 6,827,213 9,871,352 8,939,409 8,007,466

2005 2006 2007 2008 2009
State Funds Available for Standard Match 9,574,102 10,717,935 8,345,202 9,975,407 11,633,543
Additional Federal Monies Available (C) 12,135,880 13,585,772 10,578,159 12,644,564 14,746,373
Total Funds Available 45,440,024 46,419,720 50,900,529 51,578,212 52,319,230
Cummlative Total Funds (A+B+C) 45,440,024 91,859,744 142,760,273 194,338,485 246,657,715

Pregnant \Women

It has long been a priority of DHR to extend coverage under the Medicaid program to
pregnant women up to 185% of the FPL. Currently Nevada provides the minimum level
of coverage that is mandated under federal law.

Coincidentally, it is also true that the two hospitals that currently appear to receive the
greatest amount of funding under the IAF and Supplemental Fund are also the only two
hospitals in the state that deliver ‘free care’ hospital services with respect to birthsin
Nevada (based on state data). Therefore, by extending full Medicaid coverage to this
group of pregnant women, the two largest losers from the abolishment of the funds will
either have an opportunity to reduce costs or increase revenues.

It is anticipated that approximately 3,050 pregnant women would be covered annually
under this provision.

Small Employer Coverage

Based on the Subcommittee’ s charge and supported by the uninsured data for Nevada as
well as the priorities established for HIFA waivers, the option includes the creation of a
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subsidized health insurance plan for small employers that have not offered health
insurance for the preceding 6 months.

Though not yet fully developed, the proposal envisions that the benefits under the
coverage would be similar to the “Health Plans for the Small Business Owner” currently
offered through the Las Vegas Chamber of Commerce. A small business would have to
have two or more, but less than 50 full-time employees.

It is envisioned that asin the Chamber of Commerce plan, the proposed small employer
plan would procure services from a health plan to deliver acommercia health care
package. Offered for consideration is the thought that the coverage would be offered and
administered through the health plars that currently serve Title XIX clients.

It is further envisioned that eligible employees, for health coverage, would include all
active employees who work at least 30 hours per week. Subsidies of 50% of the
premium would be paid by the state to the insurance carrier (or health plan) for all
covered employees that have household income at or below 200% of the Federal Poverty
Level. All employees of the employer could participate in the program but the subsidy
would not be paid for those employees with incomes greater than 200% of the FPL.

It is anticipated that the average monthly premium for this product per individual would
be $250 per month. The subsidy would therefore average $125 per eligible employee
(less than 200% FPL) per month The employer and the employee would be required to
each contribute 25% to the cost of coverage.

Option 5A anticipates the phase in of coverage at 2,000, 5,000, 8,000, 10,000, and 10,000
lives for Years 1 through 5.

The Table below addresses the notion of the demand that one could expect from the small
employer market. With the current assumptions ascertained from the documents in the
Bibliography (see attachment 2), there may be a problem in generating sufficient demand
for this product. The indicated number, 4,000, is short of the enrollment goal of 10,000.
However, the 4,000 does not include spouses, and conversations with knowledgeable
parties in Nevada indicate thet an enrollment level of 10,000, over the 5 years, should not
be aproblem. The Technical Working Group will be discussing this information
regarding the ‘ take up’ rate during its May 5 meeting.
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Estimated 'Take-up' by Small Employers

Estimated number of Small Employers not offering Health Insurance 15,800
Estimated number of employees employed within 1 78,500
Estimated number of Small Employers influenced to offer Health Insurance 2 10% 1,580
Estimated number of employees employed within ? 10% 7,850
Estimated number of employees dligible for subsidy * 51% 4,000
Maximum allowable enrollment under proposal 10,000

! Data source: Medical Expenditures Panel Survey, 2001

2 Assumption based upon preliminary review of findings contained in Bibliography (see attachment 2)

® Data source: Medical Expenditures Panel Survey, 2001; estimated percentage enrolled in Health Insurance

Data source: Medical Expenditures Panel Survey, 2001; Current Population Survery 2000-2002; estimated number of indiviuals
employed at small employers =200% FPL

4

Premium Subsidy for Employees

In reviewing the data related to the uninsured and employer coverage in Nevada, it was
observed that there exists a number of employees of firms that provide health insurance
coverage that do not take advantage of such coverage. It isthought that a number of low
income individuals cannot afford the coverage that is offered to them.

Option 5A therefore includes a proposal that will subsidize the payment of health
insurance coverage for this group of employees.

The subsidy would be extended to those employees with household incomes of less than
200% of the FPL. It isenvisioned that the state would provide a subsidy to the individual
to acquire the current insurance offered by their employer up to $100 per employee per
month. It is anticipated that in order to be eligible for the subsidy, the benefit package
offered by the employer must include physician services, inpatient and outpatient hospital
services, emergency services, and laboratory and x-ray services.

It is assumed that 1,000 lives would be covered under this program in the first year, with
2,500 lives covered thereafter. The Table below supports the notion that sufficient
demand should be available to provide for this enrollment.
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Estimated 'Take-up' by Employees

Estimated number of employees €li

Maximum allowable enrollment un

giblefor subsidy 3
der proposal

Estimated number of Employees offered but not enrolled in Health Insurance

Estimated number of employees influenced to ‘take-up' Health Insurance 2

20%

53%

104,000
20,800

11,000
2,500

or below 200% FPL

! Data source: Medical Expenditures Panel Survey, 2001

2 Assumption based upon preliminary review of findings contained in Bibliography (see attachment 2)

$ Interpolation from Current Population Survery 2000-2002; estimated number of indiviuals employed by employers with household incomes at

Sources and Uses of Funds

The Sources and Uses of Funds for Option 5A would appear as follows:

2005 2006 2007 2008 2009

Total Funds Available 45,440,024 46,419,720 50,900,529 51,578,212 52,319,230
Utilization

Small Business Employees 3,000,000 8,100,000 13,996,800 18,895,200 20,407,200

Premium Subsidy Program 1,200,000 3,000,000 3,000,000 3,000,000 3,000,000

Pregnant Women 24,739,831 26,719,007 28,856,538 31,164,961 33,658,336

Administrative Expenditures * 2,000,000 2,000,000 2,000,000 2,000,000 2,000,000
Balance of Funds Available 14,500,193 6,600,714 3,047,191 (3,481,949) (6,746,306)
Unused Dollars 14,500,193 6,600,714 3,047,191 0 0
Cummulative Unused Dollars 14,500,193 21,100,907 24,148,098 24,148,098 24,148,098

Allotment Neutrality Test
2005 2006 2007 2008 2009

SCHIP Funds Available 16,404,578 15,288,800 22,105,816 20,018,832 17,931,848
Utilization

Small Business Employees (50%) 1,500,000 4,050,000 6,998,400 9,447,600 10,203,600

Premium Subsidy Program (50%) 600,000 1,500,000 1,500,000 1,500,000 1,500,000

Pregnant Women (0%) 0 0 0 0 0
Total Utilization 2,100,000 5,550,000 8,498,400 10,947,600 11,703,600
Variance To SCHIP Funds Available 14,304,578 9,738,800 13,607,416 9,071,232 6,228,248
* Amount for Administrative Expendituresis a'placeholder' only.

I ssues Related to Converting the |AF and Supplemental Funds

Option 5A would significantly expand the amount of health care dollars that would be
generated by the IAF and Supplemental Fund through the leveraging of federal funds.
Tota annual funds to be expended on health care would grow from approximately $15
million to approximately $45 million per year. However, the services for which the new
funds would be spent would be significantly different from the services for which the

funds are spent now.
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Assuming the enabling statutes are appropriately amended, counties should not feel any
impact from the change. Hospitals and other providers on the other hand, may very well
experience a change in funding patterns.

This section presents information about some of the issues that are related to the funding
change. Thereis adiscussion on the impact to hospitals, primarily the two largest
recipients of the IAF and Supplemental Fund. Thereis also a discussion of the Medically
Needy program as a potential alternative to some or all of the elements of Option 5A.

Hospitals

As discussed above, UMC and WMC are the apparent largest beneficiaries of the IAF
and Supplemental Fund. They are also the only hospitals providing deliveries under ‘free
care inthe state. To some extent, the inclusion of the pregnant women category in the
proposal will offset some of the hospitals' losses from the abolishment of the two current
funds.

In ng the impact of these connected elements, some background facts are worth
noting:

o All of the costs of covering pregnant women will not go to hospitals. A good
portion of the costs go to doctors and other providers

o All of the free births, once they receive coverage, will not necessarily continue to
use the two facilities that they use now — they will be ‘empowered’ to use just
about any facility that they choose.

o To the extent that they do not provide the services for the free births, the costs of
the 2 facilities will decrease

a It is unknown how many of the ‘free care’ births are for women at or below
185%, for undocumented immigrants, or for non residents. To the extent that the
mothers associated with the ‘free births' do not meet the qualifications for this
program, ‘free births' will continue and the hospitals will not benefit from the
expansion of coverage.

o The potential expansion population is an estimate of all women between 133%
and 185% that have children in ayear. Some of these women will be uninsured,
of which some will receive ‘free care’ and some of which will be categorized as
‘self pay’. Thereisaso aportion of this population that is currently covered by
health insurance. The estimate in costing this e ement assumes that the self pay,
free care and currently insured populations will avail themselves of coverage
under the Waiver. This may or may not be true.

The chart below shows two possible views of how the waiver population of pregnant
women could deploy across facilities. For the purpose of the presentation the total
expenditures for the population are assumed to be split 50% to hospitals and 50% to other
providers. The chart also assumes two different patterns of utilization for this population.
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The first assumption is that the waiver population will utilize services using the same
pattern that emerges when combining current Medicaid, Free Care and Private Pay
utilization. The second assumption is that the waiver population will use the same
pattern as the combined pattern for Medicaid and Free Care. Hospitals not shown did not
report providing any services to the populations described above.

Clearly both the 50% assumption as well as the distribution of utilization will have an
impact on the degree to which the two subject hospitals are held harmless. These are
topics that we hope the two hospitals will address at the May 5" meeting of the Technical
Working Group.

Potential Distribution of Expenditures for Pregnant Women
133% to 185% FPL
Assuming 50% of State Expenditures Accrue to Hospitals
Differing Utilization Assumptions

Utilization based upon Utilization based upon
Medicaid, Free Care & Medicaid & Free Care
Private Pay Experience Experience
Est. New Est. New
County / Hospital util Est. Expend. Util Est. Expend.
CLARK COUNTY 2,032 8,241,182 1,966 7,973,506
Lake Mead 223 904,421 124 502,907
Mountain View 47 190,618 27 109,504
St. Rose Dominican 84 340,679 75 304,178
St. Rose Siena 78 316,345 50 202,785
Sunrise 275 1,115,318 238 965,257
University Medical Center 1325 5,373,803 1,452 5,888,876
RURAL COUNTIES 260 1,054,482 239 969,312
Carson Tahoe 102 413,681 103 417,737
Churchill 51 206,841 41 166,284
Humboldt General 27 109,504 23 93,281
Mt. Grant 1 4,056 1 4,056
Northeastern 66 267,676 60 243,342
William Bee Ririe 13 52,724 11 44,613
WASHOE COUNTY 757 3,070,165 845 3,427,067
St. Mary's 102 413,681 102 413,681
Washoe Medical Center 655 2,656,484 743 3,013,385 |
Totals 3,050 12,365,829 3,050 12,369,885

Note that for expenditures for the Medicaid pregnancies, it is assumed that 50% will be utilized for
payments for hospitals.

A crude comparison between the information presented immediately above and the
earlier information on the partial payments from the IAF would indicate that UMC may
be approaching ‘break even’ and that WMC may likely suffer aloss from the exchange of
the two current funds for the expansion for pregnant women. More definitive
information must come from the two hospitals.
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An additional factor would be the benefit that the two hospitals would enjoy from the
coverage of the small employer population. Thisis unknown. The extent to which the
hospitals will benefit will be determined by the facilities that this newly covered group
choosesto use as well as the extent to which this newly covered group uses the two
facilities now.

The Medical Needy Population

During the April 14™ meeting the Medically Needy program was discussed. At that time
aMedically Needy design was discussed that would satisfy likely CMS policy constraints
and simultaneously attempt to mimic existing populations currently covered by the IAF
and Supplemental Fund.

If a perfect design could be achieved, hospitals would lose nothing from the abolishment
of the two funds and additional population could be covered with the new federal funds.
Such a perfect design would be difficult under likely CM S policy constraints.

A program that might maximize CM S constraints and provide a hold harmless capability
would encompass:

o A short spend-down period (e.g., one month)

o Require a specified amount of medical/hospital costs

o Limit éigibility to one segment per year (or a certain number of segments per
lifetime)

o Allow non-categoricals as well categoricals to be covered

o A limited benefit package

An example was given that would define a medically needy population that covered
individuals that have an income of no more than 150% of the Federal Poverty Level
(FPL). In addition, there would only be a one- month spend-down period, which should
capture those persons who have experienced some type of catastrophic event such asa
motor vehicle accident. Finally, the waiver might be constructed such that individuals
eligible for the waiver under the medically needy category must incur at least $15,000 (or
some other determined amount) in medical expenses.

The advantage of this approach would be the enhanced overlap with the current programs
covered by the Funds compared to a more strict, traditional Medicaid medically needy
definition. In addition, under a HIFA waiver, the state could cap enrollment and/or
expenditures for this population.

Issues Likely To Arise

If the proposed aternative were to be selected as a means of offsetting some of the
impact of Option 5A, there are afew issues that will arise, both from the standpoint of the
hospitals and aso from the standpoint of securing federal approva from CMS.
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A major issue will be whether the hospitals believe that the waiver will be a “good deal”
for them. The issues will likely be: 1) what areas of hospital costs that are now covered
by these funds will be covered by the proposal; and 2) what other areas of the HIFA
waiver will provide reimbursement that are now uncompensated. Given the limited data
that is currently available, only the hospitals can evaluate these considerations.

Aswas noted during the meeting, CM S has never considered a pure medically needy
waiver that dictates aspecified amount of medical costs. This type of waiver may receive
heighten scrutiny because of its innovative approach, but by following some of the basic
standards of a medically needy program, such as a spend-down period and a set
medically needy income level, CMS may give the proposal afavorable review.

Also, CMS would most likely prefer that those persons eligible for the medically needy
program receive a more comprehensive benefit package than what may be currently
offered by the two programs. This would be accommodated by structuring a limited
benefit package that includes such services as physician services, inpatient and outpatient
hospital, and prescription drugs.

Finally, while defining the medically needy population, the state must be mindful of the
budget neutrality implications. The greater the overlap of the waiver definition with the
Title XIX medically needy definition, the smaller the impact on budget neutrality.
However, budget neutrality issues do not arise in cases where Title XXI1 (SCHIP) funding
isused, asisthe plan for Nevada. If XXI funds are used to cover the non categorical
population of the waiver, CMS will only require allotment neutrality. However, if SCHIP
funds are exhausted and Title XIX funding is needed, budget neutrality will become an
issue.

Because a Medically Needy proposa of the nature that would need to be constructed to
increase the hold harmless potentia for the hospitals is an untested issue, all of the policy
implications associated with defining the population have not been fully devel oped.
Additionally, at the present time there appears to be insufficient information available
(most notably beneficiary demographic information) that would alow testing of the
option in sufficient detail to test the program’s veracity to accomplish the purpose for
which it would be intended. Therefore this program element was characterized as ‘ high
risk’ during the April meeting.

I mplementation Issuesfor Option 5A

There are a number of implementation issues that must be addressed if Option 5A isto
move forward. Among the more notable issues are:

o An assessment as to whether the genera plan for benefits and costs are feasible

o An assessment as to the reasonableness of the anticipated take up rates for the
program

o Methods to guard against adverse selection in the small employer program

o Therole of brokers and their compensation in the program
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o Administrative issues

It is anticipated that these issues will be addressed to some extent during the meetings in
early May.

Other Elements of the Proposal

During the course of this project, particularly during efforts at data collection, a number
of areas of potentia reporting reform surfaced. Among the more notable areas are:

o The establishment of financia reporting standards for County Indigent Funds and
the requirement that NACO publish an Annual Report of revenue and
expenditures from these funds

o Enacting arequirement that the Department of Insurance publish an Annual
Report of Health and Accident insurance policiesin the state

o Reform the CHIA hospital reporting requirements to:

o Alter the timelines for reporting suchthat the payor information can be
more reliable
0 Add timelines and methodologies for reporting outpatient services.
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Attachment 1

Title XXI Funds
Actual & Projections 1998 - 2009



Actual/Projected SCHIP Federal Funds & Expenditures 1998 - 2009

Utilization of SCHIP Funds Calculation

| Year of Utilization

Allotment 1998 1999 2000 2001 2002 2003 2004
1998 $ 30,407,067 $ 30,407,067
1998 Redist $ 11,200,763
1999 $ 30,263,463 $ 30,263,463
1999 Redist $ 11,312,497
2000 $ 30,526,393 $ 30,526,393
2000 Redist $ 10,703,421
2001 $ 31,344,200 $ 31,344,200
2001 Redist 9,874,000
2002 $ 27,613,689 $ 27,613,689
2003 $ 30,436,463 $ 30,436,463
2004 $ 31,164,000 $ 31,164,000
2005 $ 40,068,000
2006 $ 40,068,000
2007 $ 40,068,000
2008 $ 40,068,000
2009 $ 40,068,000
Total Available $ 30,407,067 $ 30,263,463 $ 30,526,393 $ 42,544,963 $ 38,926,186 $ 41,139,884 $ 41,038,000
Carry Forward $ - $ 30,407,067 $ 58,154,652 $ 60,789,856 $ 61,870,593 $ 58,957,889 $ 58,050,152
SCHIP Expenditures $ - $ 2,515,878 $ 7,842,016 $ 14,460,150 $ 19,467,003 $ 21,831,381 $ 23,928,919
Waiver Expenditures
Net $ 30,407,067 $ 58,154,652 $ 80,839,029 $ 88,874,669 $ 81,329,776 $ 78,266,392 $ 75,159,233
Loss of Authority $ - $ - $ 20,049,173 $ 27,004,076 $ 22,371,887 $ 20,216,240 $ 13,558,770
Carry Over $ 30,407,067 $ 58,154,652 $ 60,789,856 $ 61,870,593 $ 58,957,889 $ 58,050,152 $ 61,600,463

Note: *SCHIP appropriation is not
approved for FY 2008 & FY2009.
**Estimate based on national SCHIP
appropriations.

Actual amounts a function of each states'
uninsured children amounts.
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Actual/Projected SCHIP Federal Funds & Expenditures 1998 - 2009

Utilization of SCHIP Funds Calculation

Year of Utilization

1998
1998 Redist
1999
1999 Redist
2000
2000 Redist
2001
2001 Redist
2002
2003
2004
2005
2006
2007
2008
2009

Allotment
$ 30,407,067

$ 30,263,463

$ 30,526,393

©

31,344,200

27,613,689
30,436,463
31,164,000
40,068,000
40,068,000
40,068,000
40,068,000
40,068,000

B R e R

Total Available

Net

Carry Over

Carry Forward
SCHIP Expenditures

Waiver Expenditures

Loss of Authority

Note: *SCHIP appropriation is not
approved for FY 2008 & FY2009.
**Estimate based on national SCHIP
appropriations.

Actual amounts a function of each states'
uninsured children amounts.

2005**

40,068,000

40,068,000
61,600,463

28,456,365

73,212,098
1,980,098

71,232,000

2006**

40,068,000

40,068,000
71,232,000

30,299,680

81,000,320
864,320

80,136,000

2007** 2008*

40,068,000
$ 40,068,000

40,068,000 [ $ 40,068,000
80,136,000 [ $ 80,136,000

32,386,664 | $ 34,473,648

87,817,336 | $ 85,730,352
7,681,336 | $ 5,594,352

80,136,000 | $ 80,136,000

$

$

$

2009*

40,068,000
40,068,000

80,136,000

36,560,632

83,643,368
3,507,368 $ 19,627,474

80,136,000 $ 80,136,000

Total Federal Funds Available $ 99,763,474

Total Expenditure Available 144,312,851

Total Expenditure Available per year 28,862,570
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Actual/Projected SCHIP Federal Funds & Expenditures 1998 - 2009

Allotment Amount
1998 1998 Redist 1999 1999 Redist 2000 2000 Redist 2001
Expenditure 30,407,067 $ 11,200,763 $ 30,263,463 $ 11,312,497 $ 30,526,393 $ 10,703,421 $ 31,344,200

1998 $ -

1999 $ 2,515,878 2,515,878

2000 $ 7,842,016 7,842,016

2001 $ 14,460,150 $ 11,200,763 $ 3,259,387

2002 $ 19,467,003 $ 11,312,497 $ 8,154,506

2003 $ 21,831,381 $ 10,703,421 $ 11,127,960

2004 $ 23,928,919

2005 $ 28,456,365

2006 $ 30,299,680

2007 $ 32,386,664

2008 $ 34,473,648

2009

Loss of Authority 20,049,173 $ - $ 27,004,076 $ - $ 22,371,887 $ - $ 20,216,240

To Date Loss of Authority 20,049,173 $ 20,049,173 $ 47,053,249 $ 47,053,249 $ 69,425,135 $ 69,425,135 $ 89,641,375
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Actual/Projected SCHIP Federal Funds & Expenditures 1998 - 2009

Allotment Amount
2001 Redist 2002 2003 2004 2005** 2006** 2007**

Expenditure 9,874,000 $ 27,613,689 $ 30,436,463 $ 31,164,000: $ 40,068,000 $ 40,068,000 $ 40,068,000
1998 $ -
1999 $ 2,515,878
2000 $ 7,842,016
2001 $ 14,460,150
2002 $ 19,467,003
2003 $ 21,831,381
2004 $ 23,928,919 $ 9,874,000 $ 14,054,919
2005 $ 28,456,365 $ 28,456,365
2006 $ 30,299,680 $ 30,299,680
2007 $ 32,386,664 $ 32,386,664
2008 $ 34,473,648 $ 34,473,648
2009 $ 36,560,632
Loss of Authority $ - $ 13,558,770 $ 1,980,098 $ 864,320 : $ 7,681,336 $ 5,594,352 $ 3,507,368
To Date Loss of Authority $ 89,641,375 $ 103,200,145 $ 105,180,243 $ 106,044,563 :$ 113,725,899 $ 119,320,251 $ 122,827,619
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Nevada Check Up Projections

Actual/Projected SCHIP Federal Funds & Expenditures 1998-2009

CHAP / Asset .
Caseload PMPY**| Expenditures | Exp. (net of admin.) Fed Share Fed Share$ |Test Expansion Adjusted Fed AF:tuaJ
% (Federal) Share $ Funding L ost
1999 3,862 $902 $3,483,524 $3,870,582 65.0% $2,515,878 $0| $2,515,878 $0
2000 8,079 [ 109% $1,344 $10,858,176| $12,064,640| 212% 65.0% $7,842,016 $0| $7,842,016 $0
2001 14,985 85% $1,331 $19,945,035| $22,161,150 84% 65.3% $14,460,150 $0| $14,460,150 $0
2002 22,414 50% $1,336 $29,949,236] $29,949,236 35% 65.0% $19,467,003 $0| $19,467,003 $0
2003 proj 24,844 11% $1,318 $32,745,434| $32,745,434 9% 66.7% $21,831,381 $0| $21,831,381 $0
2004 proj 27,532 11% $1,270 $34,958,246| $34,958,246 7% 68.5% $23,928,919 $0| $23,928,919 $0
2005 proj 31,023 13% $1,246 $38,663,559] $38,663,559 11% 69.1% $26,728,118 $1,728,247 $28,456,365 -$749,999
2006 est* 33,582 8% $1,226 $41,168,064| $41,168,064 6% 69.1% $28,459,483 $1,840,197 $30,299,680 -$798,581
2007 est* 36,434 8% $1,208 $44,003,642| $44,003,642 7% 69.1% $30,419,718 $1,966,946( $32,386,664 -$853,586
2008 est* 39,285 8% $1,192 $46,839,220( $46,839,220 6% 69.1% $32,379,953 $2,093,695 $34,473,648 -$908,590
2009 est* 42,137 7% $1,179 $49,674,798| $49,674,798 6% 69.1% $34,340,188 $2,220,444] $36,560,632 -$963,595
Highlighted fields have been updated from the 2003-2005 Executive Budget , http://budget.state.nv.us’'BB_TOC.htm
* 2006-2008 esimates for Caseload and Expenditures based on 2002-2005 trendline
** 2002-2008 PMPY calculated (= Exp. / Caseload)
000 Caseload Projections Expenditure Projections
45, $50,000,000
40,000 | | $45,000,000 4‘/’,/9/'
35,000 — - $40,000,000 —
30,000 B $35,000,000 —
25,000 I $30,000,000
’ | $25,000,000
5000 e $20,000,000 A
' $15,000,000 v
10,000 —1 [ $10,000,000 o
5,000 ﬂ—D— Pepml e $5,000,000
- $0
proj | proj | proj | est* | est* | est* proj | proj | proj | est* | est* | est*
1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008
* 2006-2008 esimates based on 2002-2005 trendline * 2006-2008 esimates based on 2002-2005 trendline
Source: Overview of Medicaid and Nevada Check Up, May 2003
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