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Memorandum 

TO: Members of the Legislative Fiscal Committee 

FROM: Sue Lerdal and Mary Shipman 

DATE: November?, 2000 

RE: Relationship Between Medicaid & Indigent Care 

Medical Assistance Program 

The Medical Assistance Program (Medicaid or Title XIX) provides health care coverage for needy 
families and children, persons with disabilities, and elderly individuals who meet financial guidelines 
for various services. Medicaid reimburses health care providers for medical treatment provided to 
Medicaid beneficiaries. Federal law requires states to cover mandatory services and allows them to 
cover optional services. The State of Iowa has chosen to cover many of the permissible optional 
services. 

The Program is operated similar to the health insurance industry in that not all charges are 100% 
reimbursed. The Medicaid Program uses a process similar to managed care, and actually reimburses 
hospitals or physicians at approximately 60-70% of medical charges. For FY 2000, the federal 
government contributed 63.12% of most charges reimbursed by Iowa's Medicaid Program, and the 
State provided 37.23% (calculated on the State fiscal year rather than the federal fiscal year). The 
FY 2000 State appropriation for Iowa's share was $422.1 million. 

Fiscal Year 2000 General Fund expenditures for the Medical Assistance Program were $430.8 
million (102.1 %) of the appropriation or $8. 7 million more than the appropriation. To fund the 
budget deficit, the DHS: 

• Transferred $3.5 million from various budget units within the OHS to the Medical Assistance 
appropriation. 

• Received an appropriations transfer of $4.4 million from other State agencies. 

• Received funding of $832,000 from the State Appeals Board's standing unlimited 
appropriation. 

The DHS indicates expenditures exceeded budget primarily due to higher than anticipated utilization 
of services such as inpatient hospital, outpatient hospital, and physician services. The DHS expects 
the increased utilization to continue in FY 2001 , resulting in an initial estimated deficit of $11 . 3 
million compared to the FY 2001 General Fund appropriation. The OHS indicates that an internal 
review process is underway regarding the cause of the excess Medicaid expenditures in FY 2000 
and a revised estimated impact upon the current FY 2001 budget has not yet been received. 



Indigent Patient Program at the University of Iowa Hospitals and Clinics 

The Indigent Care appropriation to the University of Iowa Hospitals and Clinics (SUIHC) for FY 2000 
was $32. 7 million. Chapter 255 of the Code of Iowa provides the requirements for the medical and 
surgical treatment of indigent persons. Section 262.28 of the Code of Iowa provides that the 
University of Iowa receives 1 /1 2 of the appropriation per month independent of the charges to the 
appropriation. County general assistance directors are permitted to send the "quota" number of 
patients to the University of Iowa for treatment. Orthopedic and obstetric patients are exempt from 
the quota limit. The SUIHC provides patient transportation to Iowa City. In the event the county 
quota is exceeded within a given fiscal year, negotiations have taken place to adjust the most 
expensive patients to the University program and for the county to pay for the less expensive 
charges for particular patients. The SUIHC charges 100.0% of the cost of medical care to the 
appropriation, rather than the health care industry standard reimbursement of approximately 
between 70.0% and 75% of hospital charges. The SUIHC also includes the cost of physicians in its 
data reports, which are salaried positions. Recent SUIHC materials indicate that currently the 
SUIHC is experiencing a reduction in the number of quotas used, acute admissions, average length 
of acute stay, acute admissions costs adjusted to FY 1999 dollars, clinic visits, and other utilization 
categories. 

Section 255.1 of the Code of Iowa requires each county general assistance director to ascertain 
from the Department of Human Services if an indigent patient qualifies for Medical Assistance 
(Medicaid) and if so, the person is not to be included in the Indigent Care Program. When this 
occurs, the State provides approximately 37.0% of the cost of treatment from the Medical 
Assistance appropriation rather than including the cost within the Indigent Care Program. 

Enhanced Medical Assistance Claims 

Section 24 of HF 2039 (FY 2000 Deappropriations Act) provides for enhanced Medical Assistance 
claims by the University of Iowa Hospitals and Clinics. For FY 2000, this was estimated to provide 
an additional $4.0 million to the State General Fund with any remaining amount after paying for 
contracting costs to remain with the University of Iowa. House File 2549 (FY 2001 Education 
Appropriations Act), Section 13, amends Section 24 of HF 2039 to increase the amount estimated 
to be deposited into the General Fund between January 18, 2000, and June 30, 2001, 
(approximately 18 months) to $1 2.0 million. A Request for Proposal (RFP) by the Department of 
Human Services to undertake this task has yet to be issued. 

Summary 

• There is no overlap between the Medical Assistance Program (Medicaid) and the Indigent Patient 
Program at SUIHC in terms of provision of service. If a person qualifies for medical care under 
Medicaid, that person cannot be served through the Indigent Patient Program. 

• The State General Fund appropriation to SUIHC for the Indigent Patient Program is used by the 
State to draw federal funds for the Medical Assistance Program. 

• The State cost to provide medical care under the Medical Assistance Program is approximately 
37 cents per dollar. 

• The State is charged (but according to the SUIHC does not pay) the full cost of medical care for 
patients served by the Indigent Patient Program at the SUIHC. 
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