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REQUEST FOR INFORMATION
Representative Fred Wood
Jared Tatro, Principal Analyst, LSO Budget and Policy Analysis Division

01715/2019 (Updated 06/10/2019)

Medicaid Expansion Potential Cost Offsets

On December 5, 2018, you requested information on cost offsets that could be used by the
state to counter the costs of Proposition 2 that expanded Medicaid in Idaho.
With passage of Proposition 2 and the approval of Medicaid expansion, the state of Idaho,
according to Milliman Inc., an actuary firm, is estimated to need $42 million from state funds to
cover the state's 10% required matching cost for claims and 25%-50% state share for operations
of the program in the first full year of implementation.1'2 Milliman also reported the state will be
able to reduce its annualized state funds need through cost offsets, in existing programs by
about $40.3 million.3 Offsets are at the Idaho Department of Correction, Idaho Department of
Health and Welfare, the state Catastrophic Health Care Program, and for Idaho counties with
their Medically Indigent Program. Cost offsets are defined as appropriations that can be
removed from their current budget and applied to the Medicaid Expansion Program. This
analysis identified additional offsets from the General Fund in the Department of Correction, the
Department of Health and Welfare, and the Supreme Court above what Milliman identified in its
2018 report on Medicaid expansion. Table 1 below provides an overview of the potential offsets.
Table 1: Estimated State & Local Annualized Cost Offsets for Medicaid Expansion
Estimated Annualized Cost Offsets

Millennium
General Fund

Income Fund

Other Funds

Total Estimated
Ongoing Offsets

Department of Correction

($5.518.100)

Substance Use Treatment

($3,440,000)

Inpatient Hospitalization

($2.845,800).

($2,078.100)

($2,845,800)

($8,400.000)
($2,000,000)
($2,400,000)

($8.400,000)
($2.000,000)
($2,400,000)

($1.698,300)
to
($2,561,100)

($1.698,300)
to
($2,561,100)

($10.000,000
to
($20,000,000)

($2,500,000)

($12.500,000)
to
($22.500,000)

($10,354,200)
to
($20,708.300)

($10.354,200)
to
($20,708.300)

($32,447,900)

($12,854,200)

($47,380,200)

to

to

to

($23,208.300)

($66,871,500)

Department of Health & Welfare
Adult Mental Health
Community Hospitalization
Substance Use Treatment

($801.000)

Physical Health Services

Idaho Supreme Court

Catastrophic Health Care Program (CAT
Fund)

($801.000)

Local Funds: County Indigent
County Savincss or State Cost Offsets

Total

($41,585,100)

($2,078,100)

Note: Dedicated or federal funds may need to be appropriated to the respective agencies to account for the change in fund
source. Appendix 1 provides more detailed information with the savings separated into FY 2020 and FY 2021.
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Department of Correction: $8,363,900
Cost offsets from the Idaho Department of Correction (IDOC) could include $5,518,100 for
substance abuse treatment, and $2,845,800 for inpatient hospitalization services of incarcerated
inmates.4

1) Annual offsets for substance abuse treatment services from state funds could include

$5,518,100, with $3,440,000 from the General Fund and $2,078,100 from the Millennium
Income Fund. These savings account for a 93% reduction in payments with more

community-based offenders being eligible for Medicaid through expansion. The
remaining 7% will continue to receive these sen/ices through IDOC.

2) Annual offsets for hospital inpatient payments from the General Fund are $2,845,800.
This amount is based on the premise that 93% of the payments made to hospitals in FY
2018 will be Medicaid eligible. With Medicaid expansion, incarcerated offenders who are
eligible for Medicaid services can receive Medicaid-covered treatment when provided

outside of the physical prison. All other medical care provided within the prison walls is
to be covered by IDOC and their medical provider (currently Corizon).

Department of Health and Welfare: $13,601,000
General Fund cost offsets in the Department of Health and Welfare (DHW) could include
$8,400,000 in Adult Mental Health, $2,400,000 in Substance Abuse Treatment and Prevention,
$2,000,000 in Community Hospitalization, and $801,000 in Physical Health Services.5

Adult Mental Health:
1) Offsets for adult mental health services for probationers and paroles could include
$5,237,500 for services being provided to individuals on probation or parole. This is 93%
of the amount that was appropriated in FY 2016. About 7% of the eligible probationers
and parolees will still need mental health services paid for by the General Fund because
these community-based offenders are not eligible for Medicaid through expansion.

2) Offsets related to the Behavioral Health Community Crisis Centers could include an
estimated $2,162,500 for services that will be provided in the seven centers around the
state and paid for by Medicaid. This estimate is based the current number of people
served by the centers and an estimated rate of $300 per person per day that will be
reimbursed to the centers. The offsets should increase as actual collections occur and

the number of Medicaid eligible participants are recorded at the centers. It should also
be noted that private insurance providers are expected to participate in a similar per diem
reimbursement as Medicaid. If this occurs, the General Fund appropriation could be

reduced. The $300 reimbursement amount was calculated and identified by DHW.
3) Potential offsets related to the use of contracted physicians and prescribed
medication are estimated at $1,000,000. This amount was calculated and identified by
the Department of Health and Welfare. Additional offsets are anticipated in future years.
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Community Hospitalization Program:
4) Potential offsets related to community hospitalization could include $2,000,000. The
Community Hospitalization Program will continue to provide services at 11 facilities
around the state and with Medicaid expansion, nine of the 1 1 will be able to bill Medicaid.
The remaining two hospitals are classified as Institution for Mental Disease (IMD) facilities
and IMDs are historically not allowed to bill Medicaid. However with passage of the
Substance Use-Disorder Prevention that Promotes Opioid Recovery and Treatment for

Patients and Communities Act (SUPPORT Act), the IMD facilities will eventually be able
to bill Medicaid for individuals diagnosed with a substance use disorder (additional criteria
apply).6 Staff with Health and Welfare are still verifying the information on the SUPPORT
Act to ensure accurate implementation. Until implementation of IMD inclusion, the state

may have higher General Fund needs with the cost of paying for Idahoans in the program
at the two IMD facilities. These offsets will require further analysis.

Substance Abuse Treatment and Prevention Program:
5) Offsets related to substance abuse treatment and prevention could include
$2,400,000. It should be noted that within this amount, $735,000 is recommended by
Governor Little for transfer to the Supreme Court for specialty court substance use
services.7 This funding can be reduced without being added to the Supreme Court
appropriation (see Supreme Court description below). This would remove all General
Fund appropriation in trustee and benefit payments, and a portion of operating
expenditures from the Substance Abuse Treatment and Prevention Program. The

remaining appropriation from the General Fund will be needed to provide services for
non-Medicaid enrollees. Additional offsets are anticipated in future years.

Physical Health Services Program:
6) Offsets for public health programs are estimated at $801,000, and specifically related
to the AIDS Drug Assistance Program (ADAP) and the Ryan White (federal) Grant. With
Medicaid expansion, many of the services would be paid for by Medicaid. These offsets
were identified by Milliman in their 2012, 2013, and 2014 reports on expansion; however,
the offsets were not included in the 2016 and 2018 reports.8

Idaho Supreme Court: $1,698,300 - $2,561,100
Payments for services provided by the problem solving drug courts, can be reduced by an

estimated $1,698,300 or a 93% reduction from the amount that was appropriated from the
General Fund in FY 2019 for the Supreme Court, Community Based Substance Abuse
Program.9 This calculation was based on information provided by the Supreme Court the
Department of Health and Welfare. The offsets associated with the judicial branch were not
included in the analyses by Milliman, but should be considered in the cost-offset discussion
because these services wilt be paid for by Medicaid.10 Further, there is a budget request and
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Governor's recommendation to transfer $735,000 from the General Fund in Health and Welfare
to the Supreme Court for the misdemeanor specialty court and domestic violence court that may
not be needed in the Supreme Court's appropriation.5 As an additional offset, the Legislature

could use the Substance Abuse Treatment Fund as the state match for Medicaid claims. This
could result in additional General Fund offsets of $917,600, which includes the $735,000
previously discussed.

Catastrophic Health Care Program: $12,500,000 - $22,500,000
The Catastrophic Health Care Program (CAT Program) will likely experience reductions in
claims because more participants will be eligible for Medicaid.11 The Legislature, for purposes
of this discussion, has two options to consider when addressing the needs of the program.

The first is to suspend the program and the second is to leave the program intact with the
understanding that the General Fund appropriation may need to be increased in FY 2020 to
cover the costs accrued during the second half of the fiscal year. Over time, the General Fund

appropriation for the CAT Program should decrease.
Option 1: Suspend the CAT Program: Should the Legislature suspend the CAT
Program and no longer allow for the submission of claims, the state would be

able to reduce anticipated General Fund expenditures of about $20,000,000 in the
program. Depending on the final claims paid in FY 2019, there is a possibility that
the program will need some additional onetime funding for fiscal year 2020 to pay
claims and administrative costs; the Governor recommended $5,000,000 for this
purpose.12 The Legislature however, appropriated $2,000,000 onetime in S1157.

In addition, the Legislature will need to clearly define the program's suspension
including the last day of services that can be billed to the program. Example
language could include "payment for claims will only be considered for
reimbursement of services provided on or before December 31, 2020 at 11:59
PM." The administrative functions of the program will need to continue for at
least an additional five years to allow for the collection of reimbursements, fines,
and refunds.
Each year approximately $2,600,000 in reimbursements and refunds are

recovered by the CAT Program. With appropriate statutory language, this
money could be transferred to the General Fund annually, which could
generate additional cost offsets. Further, the legislation could require a specified
amount be retained in the fund to cover the administrative costs, including
personnel and operating expenditures, and all remaining moneys would be

transferred to the General Fund. In FY 2018, $251,000 was expended for
program operations which were directly billed by the Idaho Association of
Counties. The program spent another $150,000 in other operating expenditures

which included medical reviews performed to determine medical necessity of
services, as required by Chapter 35, Title 31, Idaho Code.13 Based on a review of
the data, operating expenses could be reduced by
Legislative Services Office, Budget & Policy Analysis Page 4 of 8

REQUEST FOR INFORMATION
half and the amount identified in the legislation could be $125,000. After five years
this proposed modification of code could be removed adding $125,000 to the offset
amount.

Option 2: CAT Program remains intact: If the legislature does not suspend the
requirements of the program, an additional estimated $10,000,000 from the General
Fund will need to be added to the current base appropriation to cover the estimated
claims costs for the second half of FY 2020 u Funding in the program would
continue to be evaluated and reset each year as is the current process. Milliman

estimates offsets of about 50% would be realized with expansion and additional
offsets would be realized over time.15 The program would continue to recover about
$2,600,000 each year in reimbursements, interest, and refunds.

Appendix 2 provides a historical look at the county and state claims paid by year for FY

2005 through FY 2018

Local Funds (County): $10,354,200 - $20,708,300
Should the state decide to suspend the state Catastrophic Health Care Program, a conversation
of equal importance will need to occur on how to handle the counties Medically Indigent
Program.16 Currently there are discussions to suspend/modify the medically-related county

program. In state FY 2018 the amount expended for county medically indigent claims was
$20,708,300. In addition to medical claims, counties expended another $7,104,700 in
administrative costs. Administrative costs have not been included as potential offsets because

these are county-level employees, and it will be up to each county to decide how they want to
handle their workforce.
Focusing on medical claims only, if claims are no longer allowed for submission, the use of

moneys generated for medically indigent purposes will need to be discussed and most likely
require a statutory change (Section 31-863, Idaho Code). If the program is not suspended,
Milliman estimates county-Ievel savings/state cost offsets of about 50% would be realized with
expansion with FY 2020 estimated offsets of $10,354,200.17 If the program is suspended and
new claims are not allowed, estimated county-level savings/state cost offsets would be about

$20,708,300. Legislation will be needed to redirect these moneys for state cost offsets,
otherwise the moneys will be considered savings for the counties and county taxpayers.
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Analysis Endnotes
1 Milliman was hired by the Idaho Department of Health and Welfare to conduct an actuarial analysis on
Proposition 2 and Medicaid expansion including both costs and cost offsets.
2 This report does not address nor change any of the assumptions made byMiIIiman Inc., regarding the costs of
implementing Medicaid expansion in Idaho.
3 Financial Impacts from Medicaid Expansion in Idaho, July 19, 2018, Milliman, Inc. Savings identified by
MiIIiman were provided by the relevant state agencies and this analysis does not change the assumptions made
by Milliman Inc.
4 The Idaho Department of Correction (IDOC) provided estimated offsets to Legislative Services Office in
December 2018. Additional analysis of the provided data showed an unintended extra calculation that omitted
$551/800 from the initial IDOC submission. The original IDOC submission aligns with the offsets identified in the
2018 Milliman Inc., report.
5 The Idaho Department of Health and Welfare provided estimated offsets to Legislative Services Office in
December 2018. Additional analysis of the provided data along with reviews of other literature showed that
additional funds could be used as offsets in the Physical Health Services Program.
6 The Commonwealth Fund, Medicaid Provisions in the SUPPORT Act: An Important Step Forward in the Opioid
Epidemic, but the Road Ahead Is Long, 11/13/2018, by Cindy Mann and Jocelyn Guyer. Report accessed on

1/11/2019.
7 Governor Brad Little's FY 2020 Budget Recommendation, 01/07/2019.
8 Financial Impact Review of the Patient Protection and Affordable Care Act on the Idaho Medicaid Budget
Including State and Local Cost Offsets, Decembers, 2012, Milliman, Inc.; Revised Financial Impact Review of the
Patient Protection and Affordable Care Act on the Idaho Medicaid Budget Including State and Local Cost Offsets,
Decembers, 2014, Milliman, Inc.; 2016 Financial Impact of the Medicaid Expansion on the Local Medicaid
Budget Including State and Local Cost Offsets/ November 18, 2016, MiIIiman, Inc.; and Financial Impacts from
Medicaid Expansion in Idaho, July 19, 2018, Milliman, Inc.
9 Analysis of programs provided in the state of Idaho showed that the Supreme Court should have been included
in the Milliman 2018 Analysis. Information for this document was provided by the Supreme Court in an email
(January, 2018), staff at the Department of Health and Welfare, Behavioral Health Division, and from staff in the
Division of Financial Management.
10 Financial Impact Review of the Patient Protection and Affordable Care Act on the Idaho Medicaid Budget
Including State and Local Cost Offsets, Decembers, 2012, Milliman, Inc.; Revised Financial Impact Review of the
Patient Protection and Affordable Care Act on the Idaho Medicaid Budget Including State and Local Cost Offsets,
December 3, 2014, Milliman, Inc.; 2016 Financial Impact of the Medicaid Expansion on the Local Medicaid
Budget including State and Local Cost Offsets, November 18, 2016, Milliman, Inc.; and Financial Impacts from
Medicaid Expansion in Idaho, July 19, 2018, Milliman/ Inc.
11 Offsets identified in the Catastrophic Health Care Program were verified with staff that manage the program.
12 Governor Brad Little's FY 2020 Budget Recommendation, 01/07/2019.
13 Financial expenditure information was obtained through a query in the State Controller of Idaho IBIS system

on 01/02/2019.
14 The estimated $10/000,000 is from the agency budget request for FY 2020.
15 Financial Impacts from Medicaid Expansion in Idaho, July 19, 2018, Milliman, Inc.
16 Costs associated in the counties Medically Indigent Program were verified by staff that manage the state's
Catastrophic Health Care Program.
17 Financial Impacts from Medicaid Expansion in Idaho/ July 19, 2018, Milliman, Inc.
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