


















































Below is a summary of the need for program or service changes to Medicaid and NC Health Choice in
order to remain within the adopted budget:

Program Changes to Remain Within Budget

Based on current enroliment, utilization, and spending trends, the Department anticipates that the
Medicaid and NC Health Choice programs will finish SFY 2017 within the adopted budget, and therefore,
does not recommend any programmatic or service changes at this time.



Below is a summary of the cost to maintain the current level of service in SFY 2018 based on the
forecasted enroflment figures and enroliment mix:

Cost to Maintain Current Services
Comparison of Current Certified Budget {(BD701) and SFY2018 Forecast {All dollars in Millions)
SFY2017 SFY2018

Yearly Comparison Budget Forecast
Requirements 514,267 $14,390
Receipts $10,666 $10,659
Appropriations $3,601 $3,732

Summary

DMA has forecasted an appropriations need of $3.73 billion for the first year of the upcoming 2018-2019
biennium. This represents an increase of approximately $123 million from our current certified budget of
$3.6 billion. In practice this will be divided between a rebase of $35 million and an automatic expansion of
DMA'’s Worksheet | base budget by $88 million. The expansion of the base budget is primarily due to the
expiration of non-recurring savings from the Enhanced Federal Medicaid Assistance Percentage bonus
and a transfer from the Locally Managed Entities.

Itemization of Selected Changes from Certified Budget (State Dollars)

The following items are impacts from modeling changes and new data that are driving the requested
increase in DMA's budget. There are countless offsetting factors that DMA considers when forecasting its
financial performance. The items selected below represent the most significant factors that can easily be
traced to discrete policy changes. The net value of these changes is an approximately $165 million
increase, leaving $42 million in savings unattributed due to interactions between effects.

1) Enrollment Mix and Level | +$102 million
By holding enroliment constant at November 2016 levels the budget model can identify the appropriations
requested due to population change. Approximately $102 million can be attributed to changes in DMA’s
population size and composition.

2) Medicare Premium Increases | +$55 million
Medicare premiums for Part A, B, and D will increase starting in calendar year 2017, with some programs
expecting continued premium growth through the biennium. For SFY18, the average Part-B premium will
be $127.90 compared to $121.80 in Medicaid’s current budget. The average Part-D premium will be
$115.30 compared to budgeted $97.03. The Part-A premium is also increasing to $413 from a budgeted
$411.

3} Supplemental Payments (Fund 1337) | +$28 million
Upper Payment Limit payments made through the supplemental payment program have decreased
between SFY2015 and SFY2017. This will result in decreased appropriations savings as UPL
transactions are funded with assessments that generate a surplus.

4} Prescription Drug Prices | +$26 million
Prescription price growth, particularly for branded drugs, has continued at a steady pace since late 2009.
DMA expects continued branded price growth over the course of the biennium.



5) Reimbursement Changes for Nursing Facilities | +$17 million
Effective October 2016 DMA made multiple changes to the reimbursement methodology for nursing
facilities. The net effect of these changes is an effective 4.18% increase in the unit cost of nursing facility
stays.

6) Increased Federal Match | -$63 million
The standard match rate for the Title XIX grant in North Carolina will increase from 66.88% to 67.61%
effective October 2017,



Appendix A: Data Source

Enrolliment data was sourced from the Monthly Medicaid Enroliment report and was adjusted
using supplementary reporting from NC FAST in order to ensure accurate reporting of historical
data.

Expenditure data was sourced from the DMA Budget Program Expenditure Report and
combined with enroliment information to compile the Monthly Average Member Spending by
PAC metrics. For the purpose of reporting the historical monthly spending calculations, this data
only includes claims and premiums paid through NC Tracks and does not include certain
expenditures, including Medicare premium payments, non-emergency medical transportation
expenses, and non-claims expenditures.






The output of the model is then reviewed against expectations for growth and adjustments are
made to reflect changes in eligibility criteria.



