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FISCAL NOTE
LEGISLATIVE FISCAL ANALYST ESTIMATE

ESTIMATE OF FISCAL IMPACT -  STATE AGENCIES *

FY 2011-12 FY 2012-13
EXPEN DITUR ES REVENUE EXPEN DITUR ES REVENUE

G EN ER AL FUNDS

CASH FUNDS

FEDERAL FUNDS

O TH ER FUNDS

TO TAL FUNDS See below See below

*Does not include any im pact on political subdivisions. See narrative fo r politica l subdivision estim ates.

This bill requires the D epartm ent of Health and Human Services to en ter into one or m ore contracts w ith recovery audit contractors in 
the M edicaid Program. The services under the contract or contracts include the follow ing: 1) cost-avo idance through identification of 
th ird -pa rty  liability, 2) cost recovery of th ird -party  liability through post paym ent reim bursem ent, 3) casualty recovery of paym ents by 
identify ing and recovering costs fo r cla im s that were the result of an accident o r neglect and payable to a casualty insurer, and 4) 
reviews of c la im s subm itted by providers of services or other individuals furn ishing item s and services which paym ent has been made 
to determ ine w hether providers have been underpaid or overpaid and take actions to recover any overpaym ents identified. The 
departm ent is a lso authorized to en ter into o ther contracts deem ed to increase the efforts to prom ote the in tegrity of M edicaid.
Contracts m ay be on a  contingent fee basis. It is the intent of the Legislature that initial contracts are entered into on or before Ju ly  1, 
2011. T he  bill has the em ergency clause.

The con tract provis ions in Section 2, Subsection 1 relate to federal requirem ents under the Patient Protection and A ffordable Care Act 
(PPACA). Accord ing to the N ebraska Departm ent of Health and Human Services, the Centers fo r M edicaid and M edicare recently 
pu lled back regulations relating to th is part of PPACA. The Departm ent of Health and Human Services has an RFP prepared fo r this 
type of contract, but has not issued it because of the tem porary w ithdraw ing of the  federal regulations. That RFP could be used to begin 
the con tracting  process required under this bill. Based on a 2006 state audit, overpaym ents were estim ated to be .85%. Based on total 
M edica id paym ents, the re  is a po tentia l recovery of $13.5 m illion. Of th is am ount, a m axim um  of 12.5%  is a llow ed under federal 
regulation fo r con tingency fee contracts. The balance of the recovery would be split between the state and federal share. The general 
fund savings w ould be a m axim um  of $4  m illion, which assum es 100% recovery. Assum ing an 85%  recovery rate, the savings would be 
$3 .4  m illion GF.

The departm ent currently  has an RFP out to do an evaluation of how to  proceed with a health insurance prem ium  assistance program .
A health insurance prem ium  assistance paym ent program  is required under Section 2, Subsection 2 of this bill. This assessm ent will 
provide gu idance on w hat needs to be done to establish a health insurance prem ium  assistance program  and w ill a lso include a 
cost/benefit analysis of w hethe r a contractual arrangem ent o r an in-house arrangem ent is m ost beneficia l to the state. This portion of 
the bill would resu lt in savings to the M edicaid Program; however, an am ount has not been determ ined.
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Explanation of Estimate:

Centers of Medicare and Medicaid Services caps the contingency percentage allowed on the program integrity 
audits at a maximum of 12.5 percent. Based on an audit of Medicaid overpayments by the Nebraska State 
Auditor in 2006, the rate of overpayments by Nebraska Medicaid was approximately .85 percent. Applying that 
ratio to current average annual Medicaid claim amounts of $1.59 billion would resuit in an estimated $13.5 
million in overpayments. Applying the maximum allowable 12.5 percent contingency amount to the total $13.5 
million would result in a possible maximum recoupment of approximately $11.8 million in total funds ($4.7 
million in general funds). The federal portion would have to be returned to CMS. The recoupment amount 
would be less in practice if there were not 100 percent compliance with the collection process.

LB 541 mandates the establishment of a contract to support the Health Insurance Premium Payment program. 
Because this would not have a contingency component, despite what is implied in the bill, it would be subject 
to the RFP process. Costs would be dependent upon the submitted bids. The other contracts set out in the 
legislation are optional, so no fiscal impact can be determined until specific types of contracts are pursued.

Additional FTE in the Program Integrity would be required to monitor and manage the contracts. The number of 
FTE would be dependent upon the number of contracts.

MAJOR OBJECTS OF EXPENDITURE
PERSONAL SERVICES:_______________________________________________________________________ ___________ ______

'  NUMBER OF POSITIONS 2011-2012 ‘ 2012-2013
________________________POSITION TITLE___________________________ 11-12 12-13_______ EXPENDITURES________EXPENDITURES

Benefits..........................................................................................................................

Operating.......................................................................................................................

Travel.............................................................................................................................

Capital Outlay................................................................................................................

Aid...................................... *.........................................................................................

Capital Improvements....................................................................................................

T0TAL...............................    See Above See Above
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