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Health and Human Services 

Overview 
Health and human services expenditures make up one-third of the total state general fund 
budget, and of those expenditures, 86 percent are for forecast programs including 
Medical Assistance, Chemical Dependency (CD), the Minnesota Family Investment 
Program (MFIP), MFIP Child Care, General Assistance, Group Residential Housing, and 
Minnesota Supplemental Aid.  

General fund forecast changes are generally driven by changes to the Medical Assistance 
(MA) forecast, since MA accounts for the largest portion (90 percent) of forecasted 
program expenditures. MA is a state-federal, means-tested entitlement program for low-
income families, persons with physical or developmental disabilities, and the low-income 
elderly. MA costs are split between the state and federal government, though only the 
state share of expenditures is reflected as part of the general fund forecast. 

Health and Human Services Forecast Down $195 Million in FY 2012-13 and $185 Million 
in FY 2014-15 

Health and human services expenditures for FY 2012-13 are expected to be $10.7 billion, 
a decrease of $195 million (1.8 percent) from the end of the 2012 legislative session. The 
change is driven almost entirely by the Medical Assistance (MA) program, which is 
reduced by $210 million. Estimated spending in Chemical Dependency and economic 
assistance programs are also reduced from end of session, by $3 million and $10 million 
respectively. Offsetting decreases in estimated federal administrative reimbursements 
(recognized as a negative expenditure) net the total reduction to $195 million. 

In FY 2014-15, health and human services expenditures are expected to be $11.4 billion, 
a decrease of $185 million (1.6 percent) from end of session. Again, lower MA spending 
accounts for a vast majority of the change ($194 million.)  Reduced projected spending 
on Chemical Dependency ($6 million) constitutes the remainder of the change with non-
MA changes netting to a spending increase of less than $1 million. Once again, offsetting 
expenditure increases in grant programs ($6.2 million) and federal reimbursements ($14 
million) reduce the change in forecast to $185 million. 

Health Care Programs 
The forecast shows reduced expenditures in Medical Assistance between 2 and 3 percent 
in current and next biennium. A breakout of this change by subparts of the MA forecast is 
shown in the table below. 
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MA Eligibility Category 

FY 2012-13 
Change 

From EOS 
(in millions) 

 
Change as % 

of EOS 
Expenditures 

FY 2014-15 
Change from 

EOS 
(in millions) 

 
Change as % 

of EOS 
Expenditures 

Pharmacy Rebates ($37) (18%) ($77) (39%) 
Families With Children Basic Care ($55) (2.6%) ($30) (1.3%) 
Long Term Care Facilities ($17) (1.8%) ($24) (2.5%) 
Long Term Care Waivers ($42) (1.8%) ($27) (1.0%) 
Elderly & Disabled Basic Care ($53) (2.1%) ($37) (1.2%) 
Adults Without Children ($6) (0.7%) $1 (0.2%) 
Total Medical Assistance Change ($210) (2.5%) ($194) (2.2%) 

Although not an eligibility category, the table includes pharmacy rebates, which are 
increased by 39 percent in FY 2014-15. These rebates derive from MA pharmacy 
payments for all MA eligible — Families with Children, Adults without Children, and 
Elderly and Disabled. The increased rebate revenue results from two main factors. First, 
an Affordable Care Act (ACA) provision that provides rebates on pharmaceuticals 
purchased within managed care plans. Second, this forecast incorporated a higher 
baseline projection based on above-forecast actual rebates in FY 2012. Together, these 
increase anticipated pharmacy rebates by over $114 million in the current and next 
biennium. 

Forecast expenditures for Families with Children decrease by $55 million in FY 2012-13 
(2.6 percent) and $30 million (1.3 percent) in FY 2014-15 from EOS estimates due to two 
primary factors. First, the average cost of providing care is down by $44 million in FY 
2012-13 and by $24 million in FY 2014-15, due to reduced fee-for-service payments, 
including lower inpatient hospital costs. The second relates the Supreme Court’s 2012 
ruling that made the ACA’s requirement that states provide Medical Assistance to adults 
with income up to 133 percent of the federal poverty guideline optional. The end of 
session forecast assumed MA coverage of parents up to 133 percent FPG. Since state law 
does not currently provide MA coverage for MA parents with income above 100 percent 
FPG, their coverage was removed from projected spending, generating $35 million in 
reduced expenditures in FY 2014-15. These reduced expenditures are partially offset by a 
$27 million increase related to a one percent increase in forecasted enrollments in the 
program. 

Spending estimates show reduced expenditures in MA Long-term Care Facilities of $17 
million in FY 2012-13 (1.8 percent) and $24 million in FY 2014-15 (2.5 percent). 
Change in both biennia is largely driven by a downward trend in nursing facilities 
caseloads (2 percent annually), which accounts for reduced expenditures of $9 million in 
FY 2012-13 and $20 million in FY 2014-15. This forecast adjustment better aligns 
projections with actual nursing facility utilization in FY 2012. 

Projected spending on MA long-term waivers is lower by $42 million in FY 2012-13 (1.8 
percent) and $27 million in FY 2014-15 (1 percent). Reduced expenditures in both 
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biennia relate to lower caseload and average costs in the Community Alternatives for 
Disabled Individuals (CADI) and Traumatic Brain Injury (TBI) waivers. These account 
for a change of $19 million in FY 2012-13 and $28.3 million in FY 2014-15. The forecast 
projects lower average costs in FY 2012-13 for the Developmentally Disabled (DD) 
waiver generating $10 million in reduced spending. Decreased spending in FY 2014-15 
was partially offset by an increase of $12 million in the DD waiver, which is driven by 
higher projected caseloads.  

Estimated MA Elderly and Disabled Basic Care expenditures are down $53 million in FY 
2012-13 (2.1 percent) and $37 million (1.2 percent) for FY 2014-15. Decreases in both 
biennia relate to lower caseload in the Elderly Waiver and reduced average costs for 
Elderly Basic Care plans. Of the FY 2012-13 change, $38 million is attributed to lower-
than-expected movement of adults with disabilities into managed care from fee-for-
service. This forecast adjustment reduces expenditures by $7 million in FY 2014-15. 
Decreased Medicare Part D Clawback payments (due to lower than expected inflation of 
Medicare Part D pharmacy costs) produced an additional $13 million in reduced 
expenditures in the FY 2014-15. 

The Chemical Dependency Program (CD) is another component of health care spending 
although it occurs outside of MA. This forecast adjusts CD expenditures down by four 
percent in both the current and next biennium. This downward movement results from 
recognition that the fiscal benefits to the state CD program of the MA expansion for 
Adults without Children were greater than expected in the previous forecast. 

Non-Health Care Programs 
November projections show reduced expenditures in economic assistance programs of 
$10 million in FY 2012-13 and a slight increase of less than $1 million in FY 2014-15. 
The FY 2012-2013 change relates to lower-than-previously-forecasted caseload and 
average payment growth in Group Residential Housing (GRH). Despite these forecast 
reductions, caseload and average payments for GRH are projected to grow at an annual 
rate of 3 percent over the current and subsequent two biennia.  

Health and Human Services Expenditures Grow $743 million from FY 2012-13 to FY 2014-
15 and $761 million from FY 2014-15 to FY 2016-17 

Health and human services expenditures are expected to grow $743 million (6.9 percent) 
from FY 2012-13 to FY 2014-15 and $761 million (6.7 percent) from FY 2014-15 to FY 
2016-17.  
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The majority of this growth occurs in the MA program, as the state continues to see 
increases in MA enrollment and cost trends overall. State cost increases are somewhat 
moderated in the short term due to a 100 percent enhanced federal matching rate for the 
MA Adults Without Children population under the Affordable Care Act beginning 
January 1, 2014. The chart above reflects a scenario where biennial expenditure growth 
remained consistent at 50 percent across the biennia. Under this scenario, biennial growth 
is more consistent with historical projections. 

In FY 2014-15, MA expenditures grow by $714 million, or 8.6 percent. The state 
continues to see increases in the long term care waiver program ($380 million or 16 
percent) and the elderly and disabled basic program ($544 million or 22 percent), as the 
elderly population continues to grow and the cost of their care increases. The Families 
With Children program also increases by $273 million or 15 percent, 8 percent of which 
is due to the new federal mandate that individuals have health care coverage. These 
increases are somewhat offset by the decrease in the state share of costs for the Adults 
Without Children ($485 million), resulting from the receipt of enhanced federal match for 
this population under the ACA. 
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In FY 2016-17, these trends continue. Total MA expenditures increase by 7.2 percent or 
$642 million over FY 2014-15 expenditures. There are three major drivers of this 
increase. They include a $362 million or 13 percent increase in the Long Term Care 
Waiver program, as this population continues to grow and continues to need increasingly 
expensive services. Expenditures in the elderly and disabled basic program also increase 
by $144 million or 5 percent, primarily because the cost of care is increasing. In addition, 
the Families with Children program sees a $398 million increase (19 percent), primarily 
as a result of the federal individual mandate being fully annualized within the biennium. 
These cost increases are offset by a decrease in the Adults Without Children program, 
since the costs of the program are 100 percent federally funded for the majority of the FY 
2016-17 biennium. 
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SPECIAL ANALYSIS: Forecast Impacts from the Affordable Care Act and the 
Supreme Court Ruling of June 2012 

State economic forecasts have included certain assumptions about the implementation of 
the federal Affordable Care Act since its passage in April 2010. Those assumptions have 
been made to the extent state law or federal guidance was available, or to the extent 
reasonable assumptions could be made about how public health care markets would react 
given new eligibility parameters and incentives.  

The primacy of the new federal law became somewhat more difficult to interpret when 
the Supreme Court of the United States ruled on its constitutionality in the National 
Federation of Independent Business ET AL. v. Sebelius, Secretary of Health and Human 
Services ET AL in June 2012. The Supreme Court made it clear that the federal 
government may not compel states to expand their Medicaid programs to the benchmark 
in the federal law, 133 percent of the federal poverty guideline (FPG). Prior to the 
Supreme Court decision, the forecast had assumed that Adults on MA would receive 
insurance coverage up to 133 percent of FPG in conformity with the federal standard 
beginning January 1, 2014, though state law provides coverage only to 75 percent of FPG 
for Adults Without Children and to 100 percent of FPG for Caretakers. Federal guidance 
is still developing as to how it will provide federal matching dollars under circumstances 
where the state and federal law do not conform, creating risk to the forecasted MA 
expenditures looking beyond 2014. Because the Supreme Court decision made it less 
clear that states would be mandated to expand coverage to 133 percent, this forecast 
reflects enrollment commensurate with current state law on eligibility. The effects of the 
enrollment change, as well as a summary of other significant impacts included in the 
general fund forecast as a result of the Affordable Care Act are summarized here. 

MA Expansion for Adults without Children is Reduced from 133 to 75 percent of FPG 
Starting January 1, 2014 

While enrollment for Adults Without Children substantially decreases in Medical 
Assistance, state expenditures on this group are virtually unchanged due to the 
assumption that the federal government will provide 100 percent of the funding for the 
expansion population from January 2014 through 2016. Adults Without Children with 
incomes from 75 to 133 percent of FPG are eligible for the MinnesotaCare program 
under current state law. For this reason, the forecast change removing this group from the 
MA forecast results in an increase in state expenditures in the MinnesotaCare forecast, 
affecting the Health Care Access Fund.  
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In FY 2016-17 Adults Without Children with incomes up to 75 percent of FPG will be 
eligible for MA coverage at a state cost of $30 million. The cost reflects reductions in the 
federal share from 100 percent through 2016 down to 95 percent in 2017 as specified in 
the Affordable Care Act. Federal matching is set to decline further to 94 percent in 2018, 
93 percent in 2019, and 90 percent in 2020 and for subsequent years.  

MA Expansion for Caretakers to 133 of FPG Starting January 1, 2014 is Eliminated 

Commensurate with the Adults Without Children eligibility group, this forecast reduces 
enrollment for Caretakers to align with current state law. A previous assumption from 
February 2011 that MA would be expanded for Caretakers between 100 percent and 133 
percent of FPG is reversed in this forecast, due to the Supreme Court ruling. The forecast 
now reflects MA enrollment for this group at the current state eligibility level of 100 
percent of FPG. Average monthly enrollment was reduced approximately 3,700 in FY 
2014 and 13,300 in FY 2015, a biennial savings to the general fund of $34.9 million as a 
result of this change.  

Individual Mandate Impacts Continues to be Reflected in MA Enrollment 

Some forecast impacts of the Affordable Care Act are not due to the Supreme Court 
ruling, but rather have been incorporated over time since the passage of the federal law. 
Beginning January 1, 2014, the federal Affordable Care Act requires that U.S. citizens 
and legal residents have qualifying health coverage. Those without coverage pay a tax 
penalty depending upon household income. Increased enrollment in Medical Assistance 
programs is included in the forecast to account for those individuals who previously 
would have qualified for Medical Assistance under state law, but were not enrolled. The 
forecast reflects total increased enrollment over the baseline for Families with Children 
and Adults Without Children of 2.6 percent in FY 2014, 11.2 percent in FY 2015, 11.9 
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percent in FY 2016, and 11.9 percent in FY 2017 for the individual mandate. Enrollment 
increases for this reason have been included in the forecast since February 2011. 

 

Receipts Collected from Pharmacy Rebates Continue to Grow in Near Term 

In addition to enrollment effects, new revenue sources have also become significant to 
the forecast as a result of the federal law. Beginning in November 2011, additional 
pharmacy rebate collections on manufacturers, authorized under the Affordable Care Act, 
were recognized in the forecast for individuals enrolled with Medicaid managed care 
organizations. These are in addition to pharmacy rebates for individuals enrolled in fee-
for-service payment plans, historically recognized in the forecast. All pharmacy rebates 
reduce MA expenditures in the forecast. Rebate collections are expected to decrease and 
ultimately level off after 2014 because there will be no state share of rebates resulting 
from 100 percent federal expenditures for Adults Without Children. 
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Forecast Uncertainty Remains as Federal Guidance Post-Supreme Court Decision is 
Released 

While the Affordable Care Act was largely upheld by the Supreme Court, federal 
guidance on implementation of the entirety of the law, especially as it relates to Medical 
Assistance eligibility and federal matching funds, is still forthcoming. Forecast risk is 
more significant than in the past due to uncertainty about how the Centers for Medicare 
and Medicaid Services (CMS) will interpret the Supreme Court ruling, especially as it 
relates to federal matching funds. Subsequent to the ruling, CMS has indicated that they 
may choose not to provide a 100 percent federal share on the MA Adults Without 
Children group (the expansion population), unless states enact a full expansion to the 
eligibility level of 133 percent of FPG. Minnesota expanded eligibility to this population 
early, up to 75 percent of FPG in March 2011, through Governor Dayton’s executive 
order 11-01 and state law enacted in the 2010 Legislative Session (Laws 2010, First 
Special Session, chapter 1, article 16, sections 5 to 7 and 20). This forecast assumes 
$1.784 billion in FY 2014-15 and $2.449 billion in FY 2016-17 in federal matching 
dollars to fund coverage of the expansion population, all of which may be at risk 
depending upon how CMS chooses to interpret the Supreme Court decision and upon 
what eligibility standards the state legislature chooses to implement. 

Affordable Care Act Impacts Excluded from the Forecast 

There are a number of requirements and state options in the Affordable Care Act that will 
affect state expenditures in the Medical Assistance program, though these are not 
included in this forecast. Such requirements include changes to eligibility as well as 
enrollment processes that will have a fiscal impact. In general, the expenditure forecast 
does not assume the effects of federal changes until the state has acted to conform state 
law to federal law. Federal conformity changes are expected to be included as part of the 
budget process.  

Property Tax Aids and Credits 

Property Tax Aids and Credits are paid to local governments, including cities, counties, 
towns, public schools, and special taxing districts. These aids and credits help offset costs 
of service delivery, defray costs of state mandates, and reduce local property taxes by 
substituting state funds for revenues that would otherwise need to be raised locally. 
Direct payments to individuals, like property tax refunds for homeowners and renters, are 
also included in this category because they reduce property tax burdens. 

Aids and Credits is Down $20 Million in FY 2012-13 and $42 Million in FY 2014-15 

In the current biennium tax aids and credit spending is now expected to be $2.81 billion, 
a decrease of $19.9 million (0.7 percent) from end of session estimates. The net decrease 
can primarily be attributed to lower than expected spending on homeowner property tax 
refunds, down $28.7 million (4.4 percent). Additionally, spending on targeted property 
tax refunds is $10.3 million (65.3 percent) lower than anticipated due to significantly 
lower program participation than previously forecasted. Partially offsetting the overall 
spending reduction is higher than expected spending in the renter property tax refund 


