Mental Health Allowed Growth Funding

Step one -

Start Here!
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All counties are eligible for allowed growth funding

Allocation Fiow Chart for FY 2007

initial allocation —~ based on three distinct funding pools
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$12,000,000

Community
Services

All counties are eligible for community services funding
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Allowed growth allocation
changes minimally each year
based on the latest general
poputation estimate for each
county.

Community services
ailocation changes by a small
amount every year; it is
based 50% on the latest
general population estimate
and 50% on the most recent
poverty population data.

Per capita allocation can
change dramatically every
year; it is based on the lalest
general pepulation estimate
for efigible counties; counties
must levy 100% in the current
year, have a fund balance
helow 25% two years prior,
and have net county
expenditures less than
$116.77 per capita one year

Not eligible for per capita funding

prior to be eligible.

*Net County Expenditures equal gross expenditures
minus all non-property tax revenue pius property tax
relief funding;, NCE is divided by the latest general
population estimate to get NCE per capita, if a
county is close o but under the NCE culoff of
$116.77, it is eligible for per capita funding only until
ihe new money causes the NCE per capita to reach
the cutoff level of $116.77.

County misses filing deadline for either:
a} annual financial report (December 1)

Y

h) COMIS report (December 1)
See lowa Code §331.439.

The allocation initially reserved for a county is sent back
to the three funding pools and re-aliocated to eligible
counties if a county misses a filing deadline.

County makes both
filing deadiines (see leff

4
Zero Dollars

Proceed to
step two

Withholding

The three state funding pools add up to an initial allocation of $61,853,614. But the siate only appropriated $54,188,038 to
counties for Mental Health Allowed Growth. We need a mechanism to get from the initial allocation to the final appropriation ~
that mechanism is called the "withhold factor.” This year the withhold facior is $7,664,576, the difference between the initial
allocation and final appropriation. The withhold factor only affects counties with fund balances between 10% and 25%. See
how it works in step two. (By the way, the relevant “fund balance” in step two is the fund balance in the year immediately prior
to the allocation year. In the per capita allocation under step one, the fund balance two years prior to the aliocation year is the
relevant number. The relevant levy in step two is the current year levy, just like in siep one.)

But first, the obvious question: Why doesn't the stete just allocate enough money to each of the three funding poois to maich
the appropriation? That would eliminate the withhold factor and, in fact, the entire step two of this whole process. In fact, we'd
be done ngh% now if the state did that. But as you notice, the criteria for receiving funding from the three pools are not the
same. By "over-allocating” money fo one pool or another and then using the withhold factor, the state can reward - or
penalize — counties for exhibifing certain behavior. For instance, when the state "over-aliocates” money 1o the per capita
fund, it rewards counties levying 100%. So who gets penalized when those counties get rewarded? The counties levying
between 70% and 100% with a fund balance between 10% and 25%. Their penalty comes in the form of a withhold factor,
which reduces their final allocation. The withholding process is really just a rather complicated tooi that the Legislature uses
0 make policy decisions. ’
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Mentai Heailth Allowed Growth Funding

Step two - final allocation — only four options — necessary because of the withhold factor

.
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Allocation Flow Chart for FY 2007

Start with & county's initial allocation:

Allowed Growth + Community Services + Per Capita (if eligible)

The withhold factor is calculated by dividing the

amount of the stale appropriation that is left over

1p\, after allocating funds to counties in groups 2 and 3

- o (see below) by the combined initial allocation for all
Levy < 70% Levy > 70% counties in group 4. Each county's initial allocation is
ther multiplied by the withhold factor to get the final
Y allocation. The withhold factor changes every year.
Fund Bal » 25% Fund Bal < 25%
‘r\‘
Fund Bal < 8% Fund Bal > 5%
Y
Fund Bal < 10% Fund Bal > 10%
h 4 Y Y v
County gets County geis County gels County gets
ZERO initial allocation initial allocation initial allocation
G DOLLARS 6 PLUS 3%** G PLUS 29%* G MULTIPLIED
’0“'1’ (no allocation) '°"g inflation factor "’“g inflation factor ’0“5 BY withhold
factor

“The inflation faclor is 3% or 2% of the county’s prior year gross expenditures.

A note about withholding - "The Ledge”

By now you realize that the mental heaith allowed growth funding formula is not
very simple. And just when you thought you were at the end, there’s another
twist: the ledge. The ledge only affects those counties in group 4 above, those
that are levying at least 70% and have fund balances between 10% and 25%,
and is bes! explained with an example. Let's say County ‘A’ levies 100% and
has a fund balance of 9%; the county would fall in group 3 and receive its initial
allocation plus the 2% inflation factor. Now let's say County 'B' levies 100% and
has an 11% fund balance; it would fall in group 4 and receive only its initial
allocation multiplied by the withhold factor. Even though County ‘B’ is only 1
percentage point above the 10% fund balance limit, it could potentially "lose”
tens or even hundreds of thousands of dollars. The "jost” money is the amount
of a county's initial allocation that it loses because of the withhold factor, Let's
say that County ‘B’ has expenses of $500,000, a fund balance of $55,000 and
an initial allocation of $150,000, and the withhold factor is 50%. The result is
that County 'B," which is over the 10% fund balance level for group 3 by only
$5,000, loses $75,000 in state funding by the move to group 4. The ledge is
designed to prevent that situation.

The ledge says that a county in group 4 can only "lose” an amount of money
equal to the amount by which its fund balance exceeds 10%. In our example
above, County 'B' could only iose $5,000 — not $75,000. The difference
between the county’s allowed ioss and its loss due to the withhold factor
(370,000 in our example) is "added back” (ihe ledge is also called the "add-
back™ in to get the county’s final allocation. But remember, it's all coming out of
the same state appropriation. So when one county gets some funding “added
back™ due to the ledge, that changes the withhold factor for every other county
in group 4. So after we go through the process oullined in step two above and
get to the final allocation for group 4, that might not be the final allocation. We
need {o check to see if the ledge applies to any counties. If it does, we need to
give those counties extra money (their add-back funding) and then re-calculate
the withhold factor for ali the remaining counties. Then we need to check again
to see if the new withhold factor subjects any other counties to the ledge, and if
so give them their money and re-calculate the withhold for the remaining
counties. This goes on and on until no more counties are subject to the ledge.
Then, finally — mercifully — the allocation process is over. Until next year.

]
1
i
I
I
1
1
1
I

Withhold Factor Caiculation — Sample

Available Mone
Combined initial allocation = Withhold Factor

{group 4 counties only)

52,000,000
$4,000,000 = 50% Withhold Factor

Calculation for Individual Counties
initial Aliocation * Withhold Factor = Final
Allocation

$150,000 * 50% = $75,000
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Review of MHDD Commission FY 2008 and FY 2009 MH Allowed Growth Recommendations - As of November 16, 2006

Percent of MH
Fiscal Year Allowed Growth Comments
17,650,233 2002 FY 2002 reduction from $26,492,712 to $8,842,479
422,493 2003 2.393694%
18,072,726
387,205 2004 2.142484%
18,459,931
527,954 2005 2.860000%
18,987,885
379,758 2006 2.000000%
19,367,643
634,746 2007 3.277354%
20,002,389
400,048 2008 2.000000%
20,402,436 FY 2008 amount of increase with replacing FY 2002 reduction w/ percents of allowed growth included
for the succeeding years.
3,161,999 new beyond 08 appropriation FY 2008 increase beyond already appropriated if General Assembly returns to original 3.0% growth over FY 2007.
Since FY 2007 was increased late during Session, the $3.1 million wasn't added to FY 2008.
23,564,435 Total for return of FY 2002 reduction and FY 2008 revised.
253,069,955 Base to calculate 08 growth with the additional $3.1 million added for FY 2007
103.00% (7,592,099) Total of 3.0% growth over final FY 2007, of which $4.4m is already appropriated)
260,662,054 Base to calculate 09 growth with the modified FY 2008 appropriation
253,069,955 Base to calculate 08 growth with the additional $3.1 million added for FY 2007
20,402,436 FY 2008 amount of increase with replacing FY 2002 reduction w/ percents of allowed growth included
7,592,099 (includes $4.4 m already appropriated) FY 2008 amount of increase with inclusion of 3.00% over the revised FY 2007
281,064,490 Revised base for FY 2009 growth calculation if FY 2007 $3.1 million and the return of the reduction
incurred in FY 2002 and allowed growth percents since then are added for FY 2008.
Amount of new money for FY 2009 by percent of allowed growth with inclusion of $20.2 million from
return of FY 2002 reduction with growth and the possible revised FY 2008
2,810,645 1.00%
5,621,290 2.00%
8,431,935 3.00%
11,242,580 4.00%
14,053,225 5.00%
16,863,869 6.00%
19,674,514 7.00%
22,485,159 8.00%
25,295,804 9.00%
28,106,449 10.00%





