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C. Financing

IowaCare Account

All State appropriations needed to fund medical services provided by the IowaCare Program are included in the IowaCare Account appropriations in House File 841.  (See Section 63 of the Act, Attachment C-1).  All payments for medical services to providers flow through the IowaCare Account.  The administrative costs, and appropriations to design and implement future phases of the Act are funded from the Health Care Transformation Account (see next section).  

The appropriations to the IowaCare providers include both the State and federal matching funds.  The providers are paid on a prospective basis from the IowaCare Account in 12 equal monthly payments.  These payments are known as Prospective Interim Payments (PIP). Federal Financial Participation (FFP) is applied to the PIP payments based on an estimate of the amount of federal funds that each hospital can qualify for. Federal funding will be allocated from Iowa’s Medicaid DSH allotment and from regular federal Medicaid funds. At the end of each state fiscal year, Iowa will determine the amount of federal Medicaid funding that the PIP payments qualify for by performing a cost settlement. Information from medical claims submitted by the IowaCare providers will be used as the basis for the settlements.

The appropriated IowaCare funds were available as of July 1, 2005 and 25% of required prospective payments have been made to IowaCare providers as of September 1, 2005.  Programming for claims adjudication is nearly complete and providers have begun submitting claims.  The claims will be adjudicated, but not paid.  The providers receive payment through the prospective Interim Payments.  The claims adjudication process provides the data upon which the cost settlement will be based throughout the year.

Any PIP payments made that cannot be supported by claims data through the cost settlement process will be paid from 100% State funds.

State and Federal Match sources

The source of funding for the State match for payments made through the IowaCare Account is $34,000,000 in Polk County property tax funds.  These funds are transferred to the IowaCare Account annually.  The $34,000,000 provides the state match for the federal funds.  The combination of State and Federal match make up the PIP payments.  Again, the claims data will be used to perform the cost settlement.  Based on the cost settlement, the federal match will come from three federal funding streams:

· Federal Financial Participation for IowaCare Medicaid Expansion claims (Demonstration Populations 1 and 2).

· Disproportionate Share Hospitals payments (subject to the state’s overall DSH cap) for additional indigent care costs.

· Reimbursement for actual Graduate Medical Education costs.

Additional information about the estimated amount of federal match is included below.

IowaCare Account Appropriations

The FY 2006 appropriations for medical services provided under IowaCare include the following.  These amounts include both the State and Federal match:

· University of Iowa Hospitals and Clinics - $27,284,584

· Broadlawns Medical Center - $37,000,000 (Broadlawns may earn up to $40M, if the additional $3M can be matched with federal Title XIX funds.)

· State Mental Health Institutions:

· Cherokee - $9,098,425

· Clarinda - $1,977,305

· Independence - $9,045,894

· Mount Pleasant - $5,752,587

Health Care Transformation Account

The Health Care Transformation Account is funded with the federal share of payments obtained under State Plan Amendments (SPA’s) 03-017 and 04-007 and with revenue generated through payment of premiums by expansion population members. The premium information is addressed in more detail in the premium section of these documents. SPA 03-017 provides for supplemental payments for physician services at publicly owned acute care teaching hospitals for the time period of July 1, 2003 through June 30, 2005. SPA 04-007 provides for high cost adjustment payments for state owned hospitals with over 500 beds for the time period of July 1, 2004 through June 30, 2005. The amount of funding anticipated to be leveraged from these SPA’s is approximately $38.5 million.

The State appropriations from the Health Care Transformation Account, which are included in Section 64 of House File 841 (Attachment I-2), provide for administrative, start-up, design, and evaluation costs for the first year of IowaCare implementation as follows.  These amounts only include the State match:

· For the cost to provide comprehensive medical examinations beginning March 1, 2006 - $136,500 (FMAP match).

· For implementation of a medical information hotline - $150,000 (Administrative match).

· Operation of an Insurance Cost Subsidy Program - $150,000 (FMAP match).

· Operation of a Health Care Account Program option - $50,000 (FMAP match).

· To design a strategy to implement Electronic Medical Records - $100,000 (Administrative match).

· For other Health Partnership Activities, such as smoking cessation and dietary counseling - $550,000 (FMAP match).

· For costs related to audits, performance evaluations and required studies - $100,000 (Administrative match).

· For Department of Human Services administration costs - $910,000 (Administrative match).

Financial Reporting

Iowa will file appropriate quarterly CMS 64.9 Waiver, CMS 64.9P Waiver, 64.10 Waiver and 64.10P Waiver reports, that include expenditure information, as required by CMS. The source information will be derived from eligibility and claims information that resides in Iowa’s Medicaid Management Information System (MMIS). The MMIS has been programmed to distinguish the IowaCare waiver expenditures and eligible members from other Medicaid members and expenditures. Therefore, reports containing separate IowaCare data will be produced by the MMIS. Prior periods will be adjusted, taking into account applicable federal financial participation on the expenditures, as the cost settlements are performed at the end of each state fiscal year.

Federal financial participation for the IowaCare expenditures for year one of the Demonstration are estimated, based on an analysis that was performed of each participating providers’ hospital cost report (CMS 2552 Hospital and Healthcare Complex Cost Report), plus provider-reported supplemental data, such as payments received by payer, uninsured charges, and payments received from the uninsured. The analysis determined that federal financial participation would be initially claimed on the following portion of the PIP payments for each participating provider:

· University of Iowa Hospitals and Clinics = 100%

· Broadlawns Medical Center = 82%

· State Mental Health Institutions:

· Cherokee = 100%

· Clarinda = 100%

· Independence = 100%

· Mount Pleasant = 100%

Administrative activities will be incorporated into DHS’ cost allocation plan and will be claimed at either 75% or 50%, depending on the activity being performed. 
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