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Recommendation Summary Text - Placeholder

The Health Care Authority (HCA) requests SX.XX million total funds in the 2013-2015 biennium for
the cost allocation to Medicaid and Children’s Health Insurance Program (CHIP) funding for the
Washington Health Benefits Exchange (“the Exchange”). The costs allocated to Medicaid for portions
of the Exchange that support all Exchange applicants, including Medicaid and CHIP enrollees, qualify
for approximately 90/10 Federal Funding Participation (FFP) for Information Technology (IT) system
design, development and implementation, 75/25 FFP for system operations and 50/50 FFP for
customer support center services. The estimated distribution of the costs is $X.XX million GF-State
and $X.XX million GF-Federal.

Package Description

This request is required to satisfy the Medicaid and CHIP portion of the cost allocation associated
with the Exchange. The costs that are allocated include: 1) Information Technology (IT) costs
associated with the Exchange Level 2 Establishment Grant; 2) a customer support call center; and 3)
a portion of other Exchange operating costs. The Medicaid and CHIP portion is derived from a cost
allocation that is commensurate with the proportion of Medicaid and CHIP clients using the
Exchange to apply for and renew their subsidized healthcare benefits per the Affordable Care Act
(ACA).

Health Benefit Exchange IT Solution Establishment Costs

The portion of the Exchange attributable to Medicaid and CHIP during the design and development
phase is subject to cost allocation with a resulting share of $X.XX million (equivalent to X% of the
overall Exchange IT development cost). The Level 2 Grant addresses the Exchange development
from detailed design through the first year of operations (through December 31, 2014). The $150
million approved federal Level 2 Establishment Grant budget assumes appropriation of the above
referenced Medicaid and CHIP funds.

In addition to system and volume costs, this request addresses two new FTEs. The first FTE is
intended to manage the additional budget and finance activities due to complex cost allocation and
accounting between the Health Care Authority and the newly formed Health Benefits Exchange
organization. The second FTE is intended to support the implementation of the Exchange by
coordinating, tracking and reporting planned and actual progress across several Divisions within HCA
supporting the Exchange deployment. Disparate yet related activities are required including WAC
changes, policy and procedural development, staff training, stakeholder management and other
activities for the organization to adapt to the new Medicaid paradigm. Both FTEs would be non-
permanent, but they are expected to be needed through June 2015.

When the new Exchange solution is fully implemented on January 1, 2014, the system will be
operational with the first year designated for stabilization and additional system enhancements for
functionality that did not fit within the very aggressive, federally mandated schedule. During the
operational period, HCA requests SX.XX million to fulfill the state's obligations for the portion of
operations cost allocated to Medicaid and CHIP.
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Health Benefit Exchange Customer Support Call Center Costs

This funding request includes HCA's share of the costs to establish a new customer service support
call center to respond to inquiries from consumers using the Exchange who apply for Medicaid
benefits. The customer service support center will be acquired through a procurement this fall with
the solution shared between the Exchange and HCA. Medicaid clients which must use MAGI
methodology to determine their Medicaid eligibility will complete their applications for Medicaid
through the Exchange. The Exchange will be using a call center to answer Exchange navigation
guestions and assist clients in completing the on-line application. To cover the cost of Medicaid
clients who access the call center, HCA has developed a cost allocation plan for the call center and is
requesting dollars to support this plan.

Health Benefit Exchange Ongoing Operating Costs

The ACA also requires that Medicaid clients have their eligibility determined using the Modified
Adjusted Gross Income (MAGI) methodology. This methodology requires states to use, with few
exceptions, the federal tax filing rules for determining household composition and countable
income. The ACA required change to the MAGI methodology affects several coverage groups;
Medicaid Family, Children and Pregnancy programs as well as newly eligible adult Medicaid clients
and those enrolled in health insurance coverage offered through the Health Benefit Exchange.

To help ensure a simple and streamlined health insurance application process for Washington
families, MAGI Medicaid programs, including the newly eligible adults, are being integrated into the
Exchange. Individuals not eligible for Medicaid will transition seamlessly for eligibility
determinations under other insurance affordability programs offered through the Exchange. The
Exchange will use a series of data matching to confirm an individual’s citizenship, income and
eligibility for Medicaid.

In 2014, all MAGI households will have their eligibility correspondence sent from the Exchange.
Currently, this correspondence is sent from ACES and the cost of the correspondence is paid from
funds appropriated to the Department of Social and Health Services (DSHS). Letters sent from the
Exchange could be Medicaid only correspondence, joint Medicaid/Exchange letters or Exchange only
letters. HCA may request additional funding to cover the cost of Medicaid correspondence costs
that would be cost allocated to HCA. HCA does not have adequate data at this time to estimate the
potential funding shift that may be requested for this change.

Questions related to the fiscal content of this decision package should be directed to Christy Vaughn
at (360)725-0468 or Christy.Vaughn@hca.wa.gov .

Questions related to the programmatic portion of this package should be directed to Mary Wood at
(360) 725-1329 or Mary.Wood@hca.wa.gov or to Cindy Davidson at (360) 725-1236 or
Cynthia.Davidson@hca.wa.gov .
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Fiscal Detail/Objects of Expenditure

To be determined.

Narrative Justification and Impact Statement

Under the ACA, Washington State is required to implement MAGI methodology for individuals who
are eligible for Family, Children and Pregnancy Medicaid. Implementation of MAGI is mandatory
and failure to comply with this ACA regulation could lead to sanctions to Washington’s Medicaid
program.

Implementing the MAGI methodology and integrating Medicaid with the Exchange will allow for
individuals and families to apply for the health insurance affordability programs by using one
streamlined and seamless application process. This will help remove barriers to Washington
residents in accessing health coverage.

What specific performance outcomes does the agency expect?

Improving access to affordable health care and promoting improved health outcomes for
Washingtonians is a goal shared by the Governor and bi-partisan legislature. This request fulfills that
goal by funding the state’s portion of the Exchange attributable to the ratio of Medicaid and CHIP
clients. As a shared solution, the Exchange will give individuals and small businesses the ability to
apply for and access subsidized and unsubsidized health insurance.

Performance Measure Detail

Activity Inventory
HOO05 HCA National Health Reform
HO15 HCA Payments to Other Agencies

Is this decision package essential to implement a strategy identified in the agency’s strategic plan?

Yes, this decision package supports the HCA strategic plan by achieving greater access to affordable
healthcare and improved healthcare outcomes by un-insured and under-insured Washingtonians.
One of HCA's key metrics is implementation of Health Reform as laid forth in the ACA. This will
streamline eligibility for nearly two-thirds of the existing Medicaid caseload by applying the new
MAGI methodology and by integrating Medicaid with the Exchange.

Does this decision package provide essential support to one of the Governor’s priorities?

Yes, the implementation of Health Reform will help ensure that all individuals in Washington have
access to affordable health care.
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Does this decision package make key contributions to statewide results? Would it rate as a high
priority in the Priorities of Government (POG) process?

Yes, the implementation of Health Reform will help ensure that all individuals in Washington have
access to affordable health care.

What are the other important connections or impacts related to this proposal?

This implementation of MAGI methodology for Family, Children and Pregnancy caseload is a
mandatory requirement for states under the ACA. Stakeholders including the hospital association,
legal service community, migrant and rural health organization and community based organization
are in support of the HCA moving forward to implement the MAGI methodology.

Client advocacy groups, insurance carriers, the Department of Social and Health Services and the
Office of Insurance Commissioner are all stakeholders interested in the successful outcome of the
Exchange.

What alternatives were explored by the agency, and why was this alternative chosen?

In response to the ACA, the State of Washington, with support from bi-partisan legislation in the
previous two (2) years, has elected to develop a state-based exchange (as an alternative to a
Federally Facilitated Exchange (FFE)). This decision package is required to address federal cost
allocation rules where the benefiting programs (including Medicaid and CHIP) must participate in
development of the Exchange. The benefiting programs qualify for roughly 90/10 FFP for IT system
design, development and implementation, 75/25 FFP for IT system operations and 50/50 FFP for
customer support call center services with this decision package acquiring the state’s portion.

What are the consequences of not funding this package?

If this request is not funded, the Exchange Level 2 Establishment Grant funding of $128 million will
be in jeopardy as the state would not meet its obligations for the Medicaid and CHIP portion of the
Exchange costs. Without this grant federal funding, a state based Exchange solution would not be
possible and the solution being developed at the federal level would need to be adopted which also
requires an investment to build the Medicaid front end and reporting back-end.

HCA would be out of compliance with federal regulations and could face possible sanctions for not
implementing the new MAGI methodology for existing Medicaid cases. HCA could also face
potential legal challenges from the community for failure to implement regulations meant to
streamline Medicaid eligibility for families.

What changes would be required to existing statutes, rules, or contracts, in order to implement
the change?

Several policies related to Medicaid optional programs and other miscellaneous statutes are
required as a result of the implementation of the ACA. HCA does not believe that there are any
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statutory changes required to implement MAGI methodology. HCA will need to amend, repeal or
draft approximately 100 WACS to support MAGI methodology and other ACA related changes.

Expenditure and Revenue Calculations and Assumptions

Revenue Calculations and Assumptions:

HCA assumes federal grant funding will be available for design, development, and implementation
activities. HCA assumes that the Exchange will use the Cost Allocation methodology that was
developed by a joint HCA-Exchange workgroup to allocate costs to HCA during the pre- and post-
implementation phases of the Exchange. HCA assumes the cost allocation methodology will be
approved by the Centers for Medicaid S (CMS) and that federal funding will be available for
operational activities.

Expenditure Calculations and Assumptions:

HCA assumes that the Exchange will use the Cost Allocation methodology that was developed by a
joint HCA-Exchange workgroup to allocate costs to HCA during the pre- and post-implementation
phases of the Exchange. HCA assumes that the design, development, and implementation costs
estimated in the grant application will be the actual costs that the Exchange will incur. HCA assumes
that the estimate the Exchange has provided for the Call Center costs will be the actual cost for the
Call Center once it is operational and that the actual enrollment in the various Exchange and
Medicaid enrollment categories will be in-line with the enrollment projections used to allocate the
costs in this funding request.

Which costs and functions are one-time? Which are ongoing? What are the budget impacts in
future biennia?

Distinction between one-time and ongoing costs:

Expenditures related to cost allocation for developing the Exchange as part of the Level 2 Grant and
as part of Medicaid Expansion are one-time costs; whereas cost allocation related to operations of
the Exchange are on-going. Costs for design, development, and implementation of the Exchange
should be considered one-time. Operational costs, beginning in October 2014, should be considered
ongoing. FTE costs should be considered one-time, but it is possible that they will continue for a
portion of future biennia.

Budget impacts in future biennia:

The Medicaid and CHIP portion of the estimated annual operating expenses for the Exchange is
SX.XX million.

Operational costs included in this request will impact future biennia. Enrollment growth and
inflation will affect the total costs of operating the Exchange and the portion of the total costs that
are allocated to Medicaid. It is possible that FTE costs will extend into future biennia.



