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program benefirs andihe mcidence of poverty. In the in\ervenin fifty
however, more direct and more accuraze measures of the states’ gmndnycars,

cap'anitics and‘ poverty rates have become available. (See Tab C — other \grariom -
cntiques of this per capita based formula.)
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And yer, not only have these formulas never changed, they were so
unresponsive to actual circumstances that when New York City was broke, (ory
thar for “limited fiscal potential!!™), New York's share didn’t go up one penny.

Updaung these formulas ~- using better means of measuring a state’s fiscal
capacity — would mean hundreds of millions, if not billions to New Yorkers
annually. According to one of the alternarive farmmlas recommended by the U.S.
General Accounting Office in a 19590 study (Tab D), New York State’s federal
Medicaid payment would have increased by 12 %, or by approximstely $1.5
billion dollars in 1997, half of which would go to the counries.

Under another GAO alternative recommendation or by simply eliminating the
squaning part of the formula-(irrelevam-for sgtong) New York’s Medicaid
matching rate would increase by three per cent. (Tab E) In 1997, that would have
meant over a 3700 million dollar increase in New York’s Teasynes.

Given the amount of additional federal funds that flow to New York under

these formulas, onc could argue that New York might not have gone broke, had

this formula originally developed in the forties just been kepr up to date. The fact
that “it hasn’t cven been updared” (the sexiest way to express all of the formulas®
inadequacies) makes 2 great fair share argument

The thing to do, of course, is to Translate this into sound bytes. We need to
have someone do a chart that shows what updaring the formula would have added
each year to New York coffers since 1970, absent finding other altemnatives
already developed. three per cent (unsquarigg) and twelve per cent (GAO)
increases each year would do.? Then we need to get a laundry list of the most
popular programs and instmtions (by county!) and their costs or funding needs, so
you can point out in local terms what a little - or years of - updating could buy.
These poxcntially or previously foregone dollars could finance all sorts of
educational reform. We could even show how updating the formula could finance
all kinds of tax reductious should you update the formula the year you get o the
Scnate. The piece de resistance, of course, since ' the savings would accrue to the
counties, you could talk about how updaring the formula could have (would?)
finance property max or NYC sales ax relicf. Using the alremative suggested by
GAO New York would probably make enough money in the first year at the state
level to enact across the board 5% tax cut or reduce the sales tax by a %:%



— S Tes T8

TR Y

06,27,00 TUE_19:12 FAX __ TErlang EC N m e

-

1%

.

Now, for ahothcr% really good sound byte, look at the chart Tab F develo I
1980 thar shows the “effective” federal martching rate for welfare, i.e. th:‘i'edp:r‘:lm

rate when you consider the interplay with the 100 % federally finded food stamp
program. As the chart shows, once food stamp “reimbursement” is understood as
a potendal proxy for a larger welfare benefit, it is clear just how New York was
truly cheated. :

The lower the per capita income and/or the lower the welfare benefit, the
preater the amount of food stamp eligibiliry per public assistancc recipient. The
greater the portion of public assistance provided duough the 100 % federally
funded food stamp program, the more federal dollars make up the total amount of
assistance per recipient. In Mississippi in 1980, for example, the chart shows thar
food stamps made up 64 %5 of a recipient’s public benefits. As a result, the
cffective rare the state paid per recipient became the product of a 0 cenrs
conrribution on the food stamp porton, and 22 cents on the welfare grant portion,
or Tust 6 cents on the dollar for each public assistance recipient. Conversely, as
the chart shows, in New York, where our high cost of living meant our SO %
federally reimbursed welfare benefit levels disqualified our recipients from all but
a few one hundred per cent federally paid food stamps, we paid 46 cents per dollar
per welfare recipient. :South Carolina spent only 11 cents, Alabama 12 cents,
Georga 18 cents, Louisiana 15 cenrs, Texas 17 cents, et cetera.

Now, even though the AFDC program has been block granted (except for
foster care) into TANF, this is still a powerful story for a number of reasomns. First,
it explains how the block grant was established, i.e. it shows how our block grant
amount, by being based on our previous federal share, was based on an amount
equal to no more than fifty per cent of our caseload costs versus a much higher
basc percentage for other srates. It also shows how you can still make the case
that the combinadon of the federal TANF welfarc reimburscraent with the Food
Starup payments cither per recipient or per state oy counfy (as a percentage of
assistance payments per caseload) that will resonate. Imagine telling someone that
the block grant amount for other states means some states only spend siX cents per
tax dollar on poor people! Thirdly, I think it shows how we need to translate the
inequities in the non-blocked granted programs like foster care and Medicsid. We
necd to ke a program people don’t mind hearing about as much as welfare, lilse
adoption subsidy, New York Srate home hcalth program, or a popular hospital
(depending on what county you are in) and show how much more the Feds would

pay if it were in apother state or, conversely, how few of our tax dollars we would
pay if the formula were just updased.



068/27/00 TUE 19:12 FAX
‘ Draft: June 27, 2000

@oio

MED]ICAID IGT RULE: q [
Alternative To HCFA Proposal

HCFA has proposed to modify the Medieaid “upper limit” rule to restrict
intergovernmental transfer programs (IGTs). An IGT is where a local governmental unit,
c.g., 8 county, provides the non-federel share of funding needed to attract federal
Medicaid matching funds. An elternative to HCFA's proposal merits consideration.

HCFA’s Proposal. Current federal nules restrict state Medicaid payments, in the
Aggpegate, to no more than what Medicare would pay for similer hospital or nwsing

home services! Additionally, aggregate paymens to Mﬁﬂ&ﬂlﬂﬂm
homes may not exceed what would be paid under Medicare. HCFA is proposing that

aggregate Medicaid payments to other government (g.2,, county, city) operated hospitals
or nurging homes may not exceed what would be paid under Medicare.

HCFA’s raﬁdnalc for the proposal? HCFA is proposing this rule change because:

1. Alleged abuses of IGTs, i.e., using federal funds for non-health care purposes.
2. IGTs are increasing federal Medicmd spanding.
3. Current law limits HCFAs ability to restrict IGTs.

Alternative Proposal. The following alternative should be considered to preserve IGT
programs that are being used to provide health care to low-income persons:

e Separate Fund. Require states to maintain a separate fund for all federal funds
claimed based on expenditures made using monies from local governmental units,

e Health Care Only. Punds fram the separate fund may only be uscd to provide health
care to low-income persons.

e Maintenance of Effort. Local government funds may not be used to reduce the
amount of State funds used to pay for Mcdicaid below tho amount of State funds
expended in the 12-month period ending on September 30, 2000.

Advantages of the Alternative Proposal.

It limits the use of IGT derived funds to health care for low-income persons.

It prohibits states from replacing state funds with IGT funds beyond the current level.
It enables HCFA to audit the use of IGT derived funds, by requiring a separate fund.
It permits HCFA to prevent abuses of IGT funding.

igtaltsump.ary.doc
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Medicaid: Alternative to HCFA Draft Upper Limit/IGT Rule. /O’

This altemative is intended to make the States accountable to HCFA for the use of IGT

derived funds by providing for nccessary assurances and 8 scparate accounting of the
funds.

PART 433 — STATE FISCAL ADMINISTRATION
Subpart A ~ Federal Matching and Goneral Administration Provisions
Sec. 433,32 Fiscal policics and accountability.
A State plan must provide that the Medicaid agency and, where applicable, local
agencics administering the plan will -
(2) Maintain an accounting system and supporting fiscal records to assure that
claims for Federal funds are in accord with applicable Federal requirements;
(b) Retain records for 3 years from date of submission of a final expenditure
report;
(c) Retain records beyond the 3-year period if audit findings have not been
resolved; and
(d) Retain records for nonexpendable property acquired under a Federal grant
" for 3 years from the date of final disposition of that property; and

() _Maiptain a separate digtinguishable agcount —
1) hich Federa claimedasar of expenditure
insjjtutiona] gerviceg made, in whole or in ith loeal public funds
depogited, and
" which funds jstursed only for itures rela

be care peeds of i e indivi B

provision.
[44 FR 17935, Maxr. 23, 1979]
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Subpart B — General Administrative Requirements State Participation

Sec. 433.53 State plan requirements.
A State plan must provide that ~
(a) State (2s distinguished from local) funds will be uged both for medical

assistance and administration;
(b) State funds wil] be used to pay at least 40 percent of the non-Federal share

of total expenditures under the plan_; and

(c) State and Federal funds will be apportioned among the political subdivisions

of the State on s bagis that assures that —

(1) Individua)s in similar circumstances will be treated similarly
throughout the State; and
(2) If there is local financial participationdesk

(i) Lack of funds from local sources will not result in lowering
the amount, duration, scope, or quality of services or level of
administration under the plan in any part of the State.

(i) Funding from )ocal sgurees for services aybiject to the
ate limijtations ified in sections 447.272 and

447.321 of this Code have not been yged to reduce the amount of
tate fupds to pay fe non-Federal sghare of tot

expepditures under the plan below the level of State funds so

expended in the twelve-month perlod ending September 30, 2000.

[57 FR 55138, Nov. 24, 1992; S8 FR 6095, Jan. 26, 1993)
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Impact of Upper Limit / IGT Rule on Illinois s

e Since 1991 Iilinois and Cook County have utilized IGTs to preserve the health care safety
net.

e The payments associated with Illinois’ IGTs with Cook County were thoroughly reviewed by
HCFA and each time (1991, 1995, 1998) received HCFA’s approval.

o The current IGT agreements between the State and Cook County are beneficial to both
parties. The County receives stable reimbursement for their services at levels to help offset
the substantial cost of indigent care borne by the County. The State receives additional funds
from thc arrangement that are used to pay for medical services to low-income families and to
elderly and disabled persons throughout the state.

e IGTs are not used to finance anything other than health care. Furthermore, IGTs are not used
to replace state Medicaid funding, rather, IGT monies combined with additional state funds
facilitate rate increascs for all providers and the expansion of Medicaid eligibility for the
aged, blind, and disabled populations. Cook County has used IGT funding to open more than
twenty outpatient clinics and re-opened a shuttered hospital on the south side of Chicago.

e Maintenance of effort: Illinois has consistently increased state support for the Medicaid
program. On a percentage basis, lllinois financial commitment to the Medicaid program has
exceeded the growth in state general revenue for 6 of the last 10 years.

e Restrictions in Illinois ability to utilize IGTs could significantly harm access to care for
Illinois’ ncediest citizens and communities. In FY2001 it is estimated that IGTs will be used

to cover miore than $600 million in program spending. Areas affected may include, bul are
not limited to thc following:

Expanded cligibility for the Aged, Blind, and Disabled $60 million
Fund payments to high volume uncompensated care hospitals $30 million
Continuous 12-month eligibility for children $22 million
Expanded services to immigrants / adults $2S million
Coverage for working disabled indivuals $10 million
Reform hospital ambulatory care program $110 million
Hospital tertiary care adjustments $35 million
Physician rate increases $60 million
LTC and other providet increases 3140 million
Growth in prescribed drugs $130 million

e Elimination of programs funded by IGTs could create access and delivery system problems
that will result in increased federal spending because care would be provided in more costly

settings.



COOK COUNTY IGT AGREEMENTS

\
Payments |Cook County| [llinois
(FFP) (Approp) Benefit Benefit
1991 Agreement $ 22508 4689 ($ 2250|§ -
1996 Agreement - $§ 2145|838 4290 § 62.1 [§ 1524
1999 Agreement § 1327|$ 2654|383 400|8 927
Tolal Prom Agrecments $§ S5722|¢ 1,163 |§ 13271 [ § 245.1
Minus: Normal Payments $ 1251 |8 (64.9)
2620 | § 310.0

Total Net Benefit

1. IGT revenue has been vsed exclusively to add fands to (he State Medicaid program.

2. :IGT revenue has funded about the same percentage amount of the Medicaid Program base (12%)

in (he pret aeversf years,

3. Ofthe 515.6 billion General Fund Increue in the Illinois Medlcmd program from 1990 2001, approximalely
one quarter was funded from IGT revenue,

4. IGT rovonue has permitted expanded access to heslth care for Illinois' neediest families:

8. Due to outreach efforts, the Depariment now covers an additional 80,000 individuals under Medicaid

over the previous year (FY99-FY00).

b. Beginning in FY 00, continuous eligibility and de-linking efTorts will result in the coverage of an additional 30,000
children and 10,000 adults under Mediceid. Additionally, the program expanded its servicos package to include adults.
c. Beginning in FY'01, the Medicaid program will expend coversge o an additional 60,000 aged,
blind and disabled individuals, as well as expand coverage for people with disabilities who work.
S. The cooperation of state, federal and local olficials, including Cook Courty, in desigaing critical health care
programs has resulted in 8 Medicaid program that has passed (he required upper limit testa siace 1992,
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