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Presentation Notes
Good afternoon, Mr. Chair, members of the Committee.  In listening to the testimonies, what is very clear is that Kansans are caring and compassionate and that we want to work together towards a Kansas-based solution.  As we have talked with Kansans about Medicaid expansion, we have focused on 3 major components for a Kansas-based solution.  These 3 components are: 
First is our top priority and that is to take care of our individuals with disabilities who are awaiting Medicaid services.  
Second, the plan must be fiscally sustainable and
Third, it must reflect Kansas values like off ramps to independence  and beneficiary-driven models, like HSAs.

This slide deck is very long and so I will not go through every point on every slide.  If I skip over a point that you would like further information on, please note that and ask during the Q&A or you can contact me after the hearing as well.

I will go over who is currently covered in KanCare and who is not.  I will go through information on the costs of providing services with data from an analysis completed earlier this year by Aon Hewitt Actuarial Services.  We’ll then go through some of the issues and challenges we face and we’ll end with a reiteration of the components of a Kansas-based solution.


»)
Current KanCare Beneficlaries

e Children

 Pregnant Women (up to 400% federal poverty level, or FPL)

* Individuals with disabilities (physical, intellectual,
developmental)

 Technology assisted children

e Kids with autism

o Fralil elderly

* Individuals with traumatic brain injury

* Individuals with severe emotional disturbance

* Individuals with breast and cervical cancer

e Individuals with tuberculosis

e Individuals with HIV and AIDS

 Able-bodied parents and caretakers under 38% FPL
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With these goals in mind, we’ll review who is presently covered by KanCare.

Children who require TA
Frail elders


»

Newly Eligible Population

Able-bodied, low income adults between 0 and 138% FPL

; KanCare
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When we talk about Medicaid expansion – the newly eligible population are able-bodied adults without a disability who earn between $0 ($350) and $970 a month.  If a person works roughly 31 hours a week at minimum wage, he or she will qualify for health insurance on the exchange and this would be at no additional cost to the state. 


®
Actuarial Assumptions

 0.5% population growth among all populations

e 3.0% cost growth

o 75.0% uptake on newly eligible population in
2016, increasing to 98.0% by 2025

 Federal Medical Assistance Percentage starts at
100% and never goes below 90%

 Only 35% of those that would qualify for KanCare
and have employer sponsored insurance are
dropped and convert to KanCare

« Based on a January 1, 2016 implementation date
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Population growth is very conservative, for current KanCare population, minus woodwork, it is 1.7% per year

Cost growth is conservative. While we would expect to see that kind of cost growth after the program has experience with the expansion population, with the transition to managed care for the traditional population we saw 5.2% growth in the first two years.

We have no confidence in the FMAP staying at 90% in perpetuity,

Insurance conversion is also conservative. The 35% we used is the same rate as the Lewin study in New Hampshire but some studies predict as high as 70-80%. 

Implementation by January 1, 2016, is almost impossible given the time it has taken CMS to approve other expansion plans and any complexity beyond straight expansion makes that likelihood even more remote. This would result in us losing any 100% federal pay time period in the program. Many have suggested that this program should go live January 1 2016.  It took two years to transform old Medicaid into Kancare and we relied on existing networks as the basis of that implementation. Once legislative approval is given, it would likely require 18-24 months to design, get CMS approval, set RFP’s, bid contracts, build a network, and enroll patients.   Even a January 1, 2017 implementation date would add a complication to the rest of Kancare as we must update, issue RFP’s and rebid the rest of Kancare to go live in 2018.   


Caring for Individuals with
Disabilities

Caring for individuals with disabilities is the highest
priority

Since the inception of KanCare, 2,600 individuals from

the waiting lists have been offered services
e Total cost of $64.8 million

Currently waiting for services are:

o 3,088 individuals with intellectual and developmental
disabllities

o 2,536 individuals with physical disabilities

e 230 children with autism

KanCare


Presenter
Presentation Notes
300 more to be removed from the waiting list in SFY16 as a result of a Governor’s Budget Amendment

SGF Share of the cost (of the $64.8 All Funds) is $28.1 million


®
Waiting List Elimination

« Eliminating the waiting lists will cost $2.60 billion from
2016 to 2025, including $1.15 billion in state funds

o Kansas’ share is $97.6 million in 2016, increasing to
$133.2 million by 2025

* This population does not qualify for enhanced match, will
be matched at 56/44

« Estimates do not include additional woodwork effect,
Including any increases from in-migration
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Define woodwork effect.
Define in-migration.


»

KanCare Newly Eligible

 Newly eligible population includes 157,469 able-
bodied adults by 2025

e 100% federal match ends 12/31/2016

e $771.4 million in state funds needed for first 10
years

 |n 2016 average per member per month cost Is
$467.09, increasing to $609.44 by 2025
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Many people cite that the Federal Government would pay 100% of the cost of expansion for three years.  Under the ACA, this 100% federal share ends next year.


»

KanCare ACA Woodwork

e Woodwork effect of ACA increases Medicaid
enrollment by another 36,085

e $455.2 million in state costs over 10 years for
woodwork population

* This population does not qualify for enhanced
match, will be matched at 56/44
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Woodwork Population Includes:
	32,300 from ACA alone
	3,755 from expansion

State Costs Include:
	$400.1 million from ACA woodwork
	$55.1 million from expansion specific woodwork

State Share:
	$28.0 million in 2016
	$59.1 million in 2025


Total Costs of ACA/Expansion

e $13.2 billion in total costs between 2016-2025

 These costs include woodwork effect, newly eligible
able-bodied adults, and providing all essential
services to individuals with disabilities

e $2.4 billion in additional costs to Kansas for these

populations over the 10 year period

e $125.6 million in calendar year 2016
e $307.5 million by calendar year 2025

' KanCare



10

Populations

Currently there are roughly 1 in 7 Kansans on
KanCare

Assuming expansion, by 2017 that number would
be roughly 1 in 5.

Newly eligible population in 2017 represents
45.7% of uninsured adults in Kansas

KanCare
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Challenges to Providers

* Increases total KanCare population by 45.5%

e Fees for Medicaid Services are much lower than
other payers

* [For the ten most frequent billing codes KanCare pays,

on average.

e« 71.3% of Medicare maximum allowed
 44.0% of the State Employee Health Plan
 40.9% of private pay insurance
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Network stability and costs will be greatly challenged by expansion.  Network capacity will have to increase 40-50% to handle expansion.  Building additional capacity is expensive.  Given that Medicaid pays only 40.9% of what commercial insurance does, every doctor and hospital loses money on Medicaid.  Some believe we would have to increase rates paid to providers in order to build the network for the newly eligible population of able-bodied adults. In other words, expansion will increase the costs for services for 400,000 Kansans in the current program and this cost has not been accounted, but it is significant.  In addition as the payer mix deteriorates for providers because of losses in Medicaid, it will put pressure on rates for commercial insurance.

Newly eligibles alone would increase the KanCare population by 37.1%





Medical Workforce Impact

« KHA's Regional Economic Models Inc. study
identifies 2,426 new health facility jobs as a result
of expansion

« Kansas already has medical staffing concerns

92 counties are already designated as shortage areas
for primary care

100 counties are already designated as shortage
areas for mental health

 Kansas already needs an additional 3,827 nurses

e Kansas ranks 37" in the percent of physicians
retained in state from GME programs
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Expansion would require that the capacity of the network of providers would have to increase roughly 40-50% over today’s capacity.  Building that would is very expensive and not done quickly. The proposals suggest that at least 2400 more medical personnel would be needed to implement this.  Today 92 counties are already designated shortage areas and it is unlikely this will improve with more Medicaid.  

Kansas ranks 40th in the US in physicians per capita

Kansas ranks 32nd in the US in primary care physicians per capita



»

Supplemental Hospital Payments

$319.2 million all funds in calendar year 2014

13

Rate adjustment for hospitals - $123.0 million
o 25.8% above regular fee, funded through provider assessment

Disproportionate Share Hospital - $79.9 million
 Payments made to hospitals that have a disproportionate share
of uninsured patients

Health Care Access Improvement Program -
$41.0 million

« Payments made to hospitals based on their uncompensated care
costs, funded through provider assessment

KanCare
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Our current provider assessment is 1.83% which yields $110 million SGF and by statute it is used to fund HCAIP, GME and the 25.8% increased payment for eligible claims.  This provider assessment program is currently $12 million a year underwater and would need to increase to stay current.  These costs would remain after expansion.



Supplemental Hospital Payments

14

Large Public Teaching Hospital/Border City
Children’s Hospital - $39.9 million
 Payments to KU Hospital and Children’s Mercy

Graduate Medical Education -$15.0 million
« Payments made to hospitals that have a residency program

Supplemental Medical Education - $11.6 million

« Payments to KU for teaching physician time designed to offset
lost wages due to teaching rather than practicing

Critical Access Hospital Adjustment Factor - $8.8
million
 Rate adjustment added on to each claim

KanCare



Hospital Impact

 |In 2016, the costs of the newly eligible population would
be $645 million, $250 million of that would go to hospitals,
and would be distributed as follows:

All Hospitals $250 million
e Top 2 Hospitals $63 million
 Hospitals 3-10 $62 million
e Other Non-CAH Hospitals $106 million
o Critical Access Hospitals $19 million
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Expansion does not help all hospitals equally.  Two hospitals receive  $63 million.  Our dozens of small town critical access hospitals collectively receive $19 million more.  The vast majority would go to a few hospitals in urban areas. Rural physician providers would also be stressed.
 
Total State Exp for Expansion Population (in millions)

Year	Total Exp	State Funds	%
 	645.8	0	0
 	802.2	40.1	5
 	839.7	50.4	6
 	878.7	61.5	7
 	919.5	91.9	10
 	962.0	96.2	10
 	1,006.4	100.6	10
 	1,052.9	105.9	10
 	1,101.2	110.1	10
 	1,151.6	115.2	10

Top 10 Hospital Revenue (in millions)

	Top 2	Top 10 	All
2016 	63.0	124.6	250.4
2017 	78.3	154.8	311.0
2018	82.0	162.0	325.5
2019 	85.8	169.5	340.6	
2020 	89.8	177.4	356.4
2021 	93.9	185.6	372.9
2022 	98.3	194.2	390.2
2023	102.8	203.1	408.1
2024 	107.5	212.4	426.9
2025 	112.4	222.2	446.4		



Additional Administrative Costs

e Current administrative costs are approximately
6% of Medicaid spend

o Staff needed to administer the program and provide
effective program oversight; projecting between 40
and 60 new employees would be needed assuming
simple implementation

« Contractual costs for eligibility determinations

e Contractual costs for implementation
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Additional staff would cost between $2.9 and 4.3 million including salary, benefits, and associated operating costs.




®
Expansion Issues

« We need to encourage independence in the system, not remove
Incentives to achievement

 No state has been approved with a Work program as part of the
expansion package

o State will be in the middle of renegotiating KanCare with MCOs,
CMS, providers, and patients; in addition to being in the process of
Implementing a new Clearinghouse and a new Medicaid
Management Information System

A number of recent CMS policy changes support cost shifting to the
states

17 KanCare


Presenter
Presentation Notes
A number of recent CMS policy changes support cost shifting to the states:
An example is the “Free Care” change



»

What If

» If the federal government rolls back to regular
FMAP in 20187

* increases Kansas’ costs by $319.1 million in 2018,
iIncreasing to $391.6 million by 2025

o $2.75 billion in additional state funds by 2025 at
regular FMAP
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Over the last forty years there have been numerous times when the Legislature or the Administration have had to cut Medicaid, and a future recession one day will force this again.  Expansion sets up a difficult ethical and policy choice for future legislators.  Essentially we have two divergent programs in Medicaid—programs for our most vulnerable Kansans the disabled whose costs are shared 56/44 and able-bodied adults with a 90/10 split.  If a future legislature has to cut $ 100 million in SGF, they are stuck with a Hobson’s choice: either cut $1 billion for able-bodied adults or cut roughly $200 million from individuals with intellectual, developmental and physical disabilities. 


Other Issues

If our assumptions are off, even slightly, it can

have major consequences

 Each additional 0.5% in population growth above
assumptions would increase the Kansas share of
costs by an additional $89.8 million over the 10 year
period

 We do not know this population

e Could be a much higher percentage of high-cost
iIndividuals than is being predicted

« Very little comparable data
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Expenses vs Revenue
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®)
A Kansas-Based Solution

e Take care of our individuals with disabilities first

* Be fiscally sustainable

 Reflect Kansas Values, e.g. provide pathways to
Independence

1 KanCare
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Need to eliminate waiting lists first
No pathway to a true Kansas solution through CMS
Work program incentives offer an opportunity for individuals to achieve and break the cycle of intergenerational poverty
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