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Program Budget Comparison

The following table compares the 2017 biennium appropriated budget to the 2019 biennium requested budget by type of
expenditure and source of funding.

Program Budget Comparison

Budget Item
Appropriated
Budget 16-17

Requested
Budget 18-19

Biennium
Change

Biennium
% Change

Personal Services 963,715 1,019,325 55,610 5.77 %
Operating Expenses 22,295,858 22,556,451 260,593 1.17 %
Grants 13,578,124 14,078,124 500,000 3.68 %

Total Expenditures $36,837,697 $37,653,900 $816,203 2.22 %

General Fund 4,744,634 4,674,321 (70,313) (1.48)%
State/Other Special Rev. Funds 213,383 299,847 86,464 40.52 %
Federal Spec. Rev. Funds 31,879,680 32,679,732 800,052 2.51 %

Total Funds $36,837,697 $37,653,900 $816,203 2.22 %

Total Ongoing $36,837,697 $37,653,900 $816,203 2.22 %
Total OTO $0 $0 $0 0.00 %

Program Description

Medicaid and Health Services Management (MHSM), also known as Program 12, heads the Medicaid and Health
Services Branch of DPHHS. The Medicaid Systems Support Program works in conjunction with the state Medicaid
director and division administrators by providing oversight and guidance on management of the Medicaid programs. It
also oversees the Medicaid Management Information System (MMIS) contractor that is responsible for the processing and
payment of Medicaid claims. The Medicaid and Health Services Branch Manager is attached to this program for budget
purposes.

Program Highlights

Medicaid and Health Services Management Division
Major Budget Highlights

• The proposed budget includes a 2.2% increase over the 2017
biennium budget with a decrease in general fund authority of about
1.5% from the 2017 biennium budget

• Elderly Montana Medicaid enrollees have high per-user costs
compared to similar enrollees in other states

Major LFD Issues

• The legislature may wish to consider using restrictive or conditional
language for Medicaid benefits and claims appropriations

Program Actuals and Budget Comparison

The following table compares the program’s FY 2016 actual expenditures with FY 2016 and FY 2017 appropriations and
with FY 2018 and FY 2019 requested appropriations.
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Program Actuals and Budget Comparison

Budget Item
Actuals

Fiscal 2016
Approp.

Fiscal 2016
Approp.

Fiscal 2017
Request

Fiscal 2018
Request

Fiscal 2019
FTE 5.00 5.00 5.00 5.00 5.00

Personal Services 311,589 438,051 525,664 509,068 510,257
Operating Expenses 8,804,974 11,017,759 11,278,099 11,278,157 11,278,294
Grants 1,664,269 6,539,062 7,039,062 7,039,062 7,039,062

Total Expenditures $10,780,832 $17,994,872 $18,842,825 $18,826,287 $18,827,613

General Fund 2,388,903 2,400,512 2,344,122 2,336,867 2,337,454
State/Other Special Rev. Funds 55,634 62,017 151,366 149,869 149,978
Federal Spec. Rev. Funds 8,336,295 15,532,343 16,347,337 16,339,551 16,340,181

Total Funds $10,780,832 $17,994,872 $18,842,825 $18,826,287 $18,827,613

Total Ongoing $10,780,832 $17,994,872 $18,842,825 $18,826,287 $18,827,613
Total OTO $0 $0 $0 $0 $0

Program Discussion -

MHSM had significant remaining unspent authority (about 7.2 million, nearly all of it federal authority) in FY 2016 but has
not reduced appropriation requests for FY 2018-19. The executive proposal either stayed somewhat constant or increased,
as detailed in the table above.

As MHSM heads the Medicaid and Health Services Branch within DPHHS, the budget analysis for this program contains
LFD comments on system-wide issues across the state Medicaid program. Included in the programs which directly manage
Medicaid and for which MHSM has oversight responsibilities, are:

• Developmental Services Division
• Health Resources Division
• Senior & Long Term Care Division
• Addictive & Mental Disabilities Division

The Legislature May Wish to Employ Conditional or Restrictive Language for Some Medicaid Authority

The Legislature may wish to consider using conditional or restrictive language for Medicaid benefits and claims
authority. For instance, the Legislature could consider granting conditional authority for certain Medicaid benefits

and claims categories if there is a waiting list in that category and restrict the use of the conditional funds so they can only be
used to reduce or eliminate the waiting list in that category.

Currently DPHHS has the discretion to use some Medicaid authority for non-Medicaid purposes. This authority can be
shifted across DPHHS programs via program transfers. For example, in FY 2016 DPHHS shifted about $5.4 million in
general fund Medicaid benefits and claims authority to other DPHHS divisions for non-Medicaid purposes.

Medicaid’s entitlement structure can make it challenging to predict expenditures in any given year. Spending can change
significantly based on the number of enrollees and the services provided. For example, we generally witness increased
enrollment in Medicaid during national economic contractions. Both the LFD and DPHHS have models which attempt to
predict future Medicaid expenditures in the state, but even sophisticated projections are subject to errors. This difficulty in
projection can lead to cases in which DPHHS carries more Medicaid benefits and claims authority than is needed to cover
enrollee costs over a given time period. If the Legislature wishes excess Medicaid authority not be used for non-Medicaid
purposes it may restrict these expenditure categories.

The Legislature has several options with respect to Medicaid expenditure authority held by DPHHS:
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1. Continue with the status quo and permit DPHHS to retain discretion with respect to Medicaid authority

2. Restrict all 2019 biennium Medicaid appropriations to Medicaid use in HB2

3. Permanently restrict Medicaid appropriations to Medicaid use via a committee bill

If the Legislature selects option 3 the following is of note:

• A committee bill must be requested no later than Legislative day 39
• The Section B subcommittee cannot request the bill directly, but must forward a recommendation to House

Appropriations to consider requesting a committee bill
• Option 3 would eliminate the need to restrict Medicaid funding in HB2 in future biennia

The above table presents total Montana Medicaid cost, average number of users per month, and annual cost for each
user by type of Medicaid enrollee in FY 2012. This data is from DPHHS. Medicaid enrollees are generally placed in one of
the following category types: child, adult, disabled, or elderly. The data indicates elderly Montana Medicaid enrollees have
significantly greater per-user annual costs than other types of Medicaid enrollees in the state. Montana’s per-user spending
on elderly Medicaid enrollees is among the highest in the nation. According to MACPAC (Medicaid and CHIP Payment
and Access Commission) Montana’s 2013 spending on elderly Medicaid enrollees was $33,225 per user, 6th highest in the
nation.

Sources other than DPHHS and MACPAC indicate Medicaid spending on elderly enrollees is high in Montana as compared
to other states. According to research from the Kaiser Family Foundation the national average per-user annual expenditure
for elderly Medicaid enrollees was $13,249 in 2011. This figure for Montana from the same source was $22,543 per elderly
Medicaid enrollee in 2010. Only North Dakota and Alaska had higher per user costs for elderly enrollees. Other states in the
Rocky Mountain region (such as Utah, Idaho, and Colorado) exhibit much lower elderly per-user costs. In 2011 Wyoming
had elderly per-user costs that were similar to costs in Montana.
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While DPHHS, MACPAC, and the Kaiser Family Foundation have different per-user cost figures it is clear Montana is
an outlier in Medicaid expenditures for elderly enrollees. This dynamic may be of interest to policymakers, especially
considering Montana’s aging population. One option available to the Legislature would be to direct interim research to more
fully consider these costs.

Unlike most other states Montana's Medicaid program does not utilize comprehensive managed care in a
significant fashion. According to the Centers for Medicare & Medicaid Services (CMS) Medicaid managed
care “is a health care delivery system organized to manage cost, utilization, and quality. Medicaid managed

care provides for the delivery of Medicaid health benefits and additional services through contracted arrangements between
state Medicaid agencies and managed care organizations (MCOs) that accept a set per member per month (capitation)
payment for these services.”

It is possible that contracting with MCOs allows states to reduce Medicaid costs and improve health outcomes. CMS notes
that some states are employing Medicaid managed care initiatives to improve care for enrollees with chronic health issues
or complex medical conditions.

The state formerly used capitated managed care to provide Medicaid benefits to the eligible mental health population. This
program was defunded (and thus terminated) by the 1999 Legislature. DPHHS has more recently investigated Medicaid
managed care implementation. A 2011 report from an outside consultant (Mercer Government Human Services Consulting)
details the potential cost savings that could be generated by implementing managed care in Montana. This report discusses
a proposed Medicaid waiver which would have established a Medicaid managed care trial in five Montana counties. This
proposal was not implemented.

The 2014 CMS Medicaid Managed Care Enrollment Report indicates that of the 72 million national Medicaid enrollees as
of July 2014 about 43 million were enrolled in comprehensive managed care. In July 2014 Montana had about 132,000
Medicaid enrollees and 0 enrolled in comprehensive managed care (about 91,000 were enrolled in partial managed care).

Many of Montana’s peer states (including Wyoming and Idaho) make limited use of Medicaid managed care, in part
because health plans may be less willing to provide comprehensive managed care in rural states. It can be difficult
for health plans to capitalize on economies of scale in states with low population density. However, North Dakota uses
comprehensive managed care for about one-eighth of their enrollees, and Utah uses it for about 200,000 of their roughly
287,000 enrollees.

Academic research on the effects of Medicaid managed care on expenditures, access, and health outcomes is somewhat
thin, likely due to lack of access to high-quality datasets. However, the existing research does provide some important
takeaways (see Sparer 2012, Medicaid Managed Care: Costs, Access, and Quality of Care for a meta-analysis of existing
literature):

• The cost-savings effects of Medicaid managed care are nebulous at best. In some cases transitioning from fee-
for-service to managed care may lead to higher costs

• The nature of expenditures under managed care are generally somewhat more predictable year-to-year than
expenditures in a traditional fee-for-service system. This dynamic may partially explain the increased use of
Medicaid managed care over time

• There is some evidence that managed care provides enrollees with improved access to care, but this effect is not
consistent across all states

• It is not clear that managed care leads to better quality care or health outcomes, although there is very little
academic research on this subject

• Medicaid managed care is traditionally used for lower-cost populations with generally less extensive care needs,
especially children and non-disabled non-elderly adults. There is limited potential for cost savings among enrollees
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of this type. It is possible that the use of managed care for elderly, disabled, and chronically ill populations could
lead to cost containment for these populations

One option available to the Legislature would be to direct interim research to more fully consider managed care implications
for Montana.

5% Reduction Plan

Statute requires that agencies submit plans to reduce general fund and certain state special revenue funds by 5%. Because
this agency has fewer than 20.00 FTE it is exempt from this requirement.

Personal Services

The LFD calculated an expected personal services budget as a comparison to the executive personal services request.
The LFD calculation uses the 2017 base as a starting point, and calculates expected incremental increases based on
legislatively approved increases such as the pay plan, workers compensation, longevity increases, health benefit increase,
and other expected changes. An illustration of this calculation is included in the Budget Analysis appendix.

The 2017 base included a 2% vacancy savings as stated in HB 2 from the 2015 legislative session. The 2019 biennium
executive request for personal services (SWPL 1) includes a 4% vacancy savings, with some exceptions.

Figure 1 indicates that the legislative estimate for the 2019 biennium MHSM personal services increment exceeds the
executive request for MHSM personal services by a modest amount equivalent to 3.1% of the personal services base.
Almost 2/3 of this difference is the result of the additional vacancy savings applied, leaving only a difference of 1.1%
unexplained.
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Funding

The following table shows proposed program funding by source of authority.

Department of Public Health & Human Services, 12-Medicaid & Health Svr Mgt
Funding by Source of Authority

Funds
HB2

Ongoing
HB2
OTO

Non-Budgeted
Proprietary

Statutory
Appropriation

Total
All Sources

% Total
All Funds

01100 General Fund 4,674,321 0 0 1,967,010 6,641,331 14.59 %

02220 02 Indirect Activity Prog 12 299,847 0 0 0 299,847 100.00 %
02597 Healthy Montana Kids Plan 0 0 0 0 0 0.00 %

State Special Total $299,847 $0 $0 $0 $299,847 0.66 %

03305 03 Indirect Activity Prog 12 18,601,606 0 0 0 18,601,606 48.21 %
03580 6901-93.778 - Med Adm 50% 14,078,126 0 0 0 14,078,126 36.49 %
03426 CHIP Program Fed 0 0 0 0 0 0.00 %
03100 State innovation Models 0 0 0 0 0 0.00 %
03974 Medicaid Exp HELP Act Admin 0 0 0 5,901,029 5,901,029 15.30 %

Federal Special Total $32,679,732 $0 $0 $5,901,029 $38,580,761 84.75 %

Proprietary Total $0 $0 $0 $0 $0 0.00 %

Total All Funds $37,653,900 $0 $0 $7,868,039 $45,521,939

MHSM receives general fund, state special revenue fund, and federal special revenue fund authority. The majority of
MHSM funding is federal authority from Medicaid Administration (50% federal match) or Indirect Activity from the Cost
Allocation Plan (CAP). The general fund request for the 2019 biennium is slightly lower than the 2017 biennium general
fund appropriation amount. General fund is used for Medicaid administration.

Program Budget Summary by Category

The following summarizes the total budget by base, present law adjustments, and new proposals. For a description of these
categories, please see the glossary section of the Budget Analysis.

Budget Summary by Category
------------------------------General Fund------------------------------ -------------------------------Total Funds------------------------------

Budget Item
Budget

Fiscal 2018
Budget

Fiscal 2019
Biennium

Fiscal 18-19
Percent

of Budget
Budget

Fiscal 2018
Budget

Fiscal 2019
Biennium

Fiscal 18-19
Percent

of Budget
2017 Base Budget 2,344,122 2,344,122 4,688,244 100.30 % 18,842,825 18,842,825 37,685,650 100.08 %
SWPL Adjustments (7,255) (6,668) (13,923) (0.30)% (16,538) (15,212) (31,750) (0.08)%
PL Adjustments 0 0 0 0.00 % 0 0 0 0.00 %
New Proposals 0 0 0 0.00 % 0 0 0 0.00 %

Total Budget $2,336,867 $2,337,454 $4,674,321 $18,826,287 $18,827,613 $37,653,900

Present Law Adjustments -

The “Present Law Adjustments” table shows the changes from the FY 2017 base appropriation to the budget proposed by
the executive. “Statewide Present Law” adjustments are standard categories of adjustments made to all agencies.
Decisions on these items were applied globally to all agencies.
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Present Law Adjustments
-------------------------------------Fiscal 2018------------------------------------- --------------------------------------Fiscal 2019-------------------------------------

FTE
General

Fund
State

Special
Federal
Special

Total
Funds FTE

General
Fund

State
Special

Federal
Special

Total
Funds

DP 1 - Personal Services
0.00 (7,283) (1,499) (7,814) (16,596) 0.00 (6,763) (1,391) (7,253) (15,407)

DP 2 - Fixed Costs
0.00 22 1 22 45 0.00 86 2 88 176

DP 3 - Inflation Deflation
0.00 6 1 6 13 0.00 9 1 9 19

Grand Total All Present Law Adjustments
0.00 ($7,255) ($1,497) ($7,786) ($16,538) 0.00 ($6,668) ($1,388) ($7,156) ($15,212)

*"Total Funds" amount includes funding from sources other than General Fund, State Special, or Federal Special (i.e. Proprietary).

DP 1 - Personal Services -

The executive requests adjustments to annualize personal services costs including FY 2017 statewide pay plan
adjustments and increases to state share costs for health insurance passed by the 2015 Legislature, benefit rate
adjustments, and longevity adjustments related to incumbents in each position at the time of the personal services
snapshot.

DP 2 - Fixed Costs -

The executive requests adjustments to provide the funding required in the budget to pay increases in fixed costs assessed
by other agencies within state government for the services they provide. The rates charged for these services are approved
in the section of the budget for the programs that provide the services.

DP 3 - Inflation Deflation -

The executive requests adjustments to reflect budgetary changes generated from the application of inflation and deflation
factors to specific expenditure accounts. Affected accounts include food, postage, gasoline and others.
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