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Florida’s Medicaid Shell Game

Medicaid Recipients Likely Victims of State's Misuse of Stimulus Funds

Medicaid Again Faces Threat of Deep Cuts in 2010-11

State economists recently told a legislative committee reviewing Florida's overall budget picture that
the State looks to be $1.6 billion short of the General Revenue funding needed to meet “critical”
Medicaid needs in 2010-11. That total does not include another $280 million needed to continue the
Medically Needy and MEDS-AD Waiver Programs, which are classified as only “high priority” needs. All
told, Florida will need about $1.9 billion in General Revenue dollars it doesn't currently have to sustain
Medicaid for very low-income and vulnerable Floridians for the fiscal year beginning next July 1.

In short, after a brief reprieve made possible by federal stimulus funding, Florida Medicaid's future
again looks bleak. The problem is that the Legislature owes the Medicaid program an even greater
amount in State funding that has been inappropriately diverted from Medicaid in the past year.
Where is that money?

Wasn't Stimulus Funding Supposed to Protect Medicaid?

Yes. Florida will receive more than $5 billion dollars in extra federal stimulus funding to cover Medicaid
expenses over a 27-month period ending December 2010. Congress accomplished this by temporarily
increasing the portion of total Medicaid costs paid by the federal government. As a result, the share of
Medicaid costs (“matching funds”) that the State must contribute was reduced.

These extra federal funds have been or will be made available to Florida to cover Medicaid shortfalls
for parts of 3 different State fiscal years (2008-09, 2009-10 and 2010-11). State fiscal years run from
July 1 to June 30.

So What Did Florida Do With All That Money?

By the time federal Medicaid stimulus funding stops flowing in January 2011, Florida will have diverted
more than half of that $5+ billion and used it simply to replace State funding for Medicaid. That
money was freed up and diverted for purposes that have nothing to do with health care. For example,
the Legislature took more than $900 million in State funding freed up by stimulus money received for
2008-09 alone into a reserve fund. If the bulk of that money is not returned, vulnerable Medicaid
recipients will likely pay a huge price.

Additional Factors Make the Situation Worse

If the Legislature does seek to make massive cuts to Medicaid for 2010-11, it is somewhat limited in
how it can make them — at least in 2010-11. Again, as a condition of accepting the stimulus funds,
Florida can't make Medicaid eligibility any tighter or cut any programs until January 2011, but services
can be cut anytime. Logic says that if cuts are made, the Legislature would first cut services as of July
2010 and then also limit eligibility the following January. One result of this limited flexibility could be
deeper cuts in the areas where there is flexibility.
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The prospect of this type of shortfall was exactly why some fiscal conservatives insisted that Florida
should have declined the stimulus funds. But the situation is not a consequence of accepting stimulus
money. Rather, it was deliberately and avoidably set up by the misuse of the stimulus funds. Florida
shouldn't need to make these cuts, because we would have the money if billions hadn't been used as
a slush fund to address unrelated needs instead of protecting Medicaid.

Finally, Florida will generate almost $900 million in additional revenue for 2010-11 from the $1 per
pack increase in the cigarette tax passed last year. That money was intended to add resources to
Medicaid to help offset the cost of treating smoking-related illnesses. It seems that current plans are
for that money to also just replace what Medicaid was already doing. Just as Lottery funding only
replaced existing funding for education, the Legislature seems ready to do the same with cigarette
tax revenue and Medicaid.
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