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Herb B. Kuhn,
MHA President and CEO

Every legislative session
offers challenges and
opportunities. In 2020, the
predominant challenges
and opportunities in
Missouri are expected to
involve Medicaid.

Gov. Parson is pursuing Medicaid reform in 2020 led by MO HealthNet Director
Todd Richardson. The reforms likely will include components to “bend the Medicaid cost
curve.” As outlined in this document, Missouri’s budgetary situation is fragile. Despite the
fact that Medicaid’s hospital spending exerts little pressure on the state’s general revenue
because of Missouri’s long-standing provider tax, elected officials often cite increased
spending when promoting Medicaid reform. MHA is committed to ensuring that Medicaid
payment reforms create a sustainable platform that enables hospitals to deliver high-quality
health care to enrollees.
In 2020, there is a strong likelihood that a constitutional amendment to expand Medicaid
eligibility — extending health care coverage to 200,000 Missourians — will be on the ballot.
MHA strongly supports this initiative, but it will be controversial among some elected
officials. If Missouri voters approve this amendment, MHA will work with all stakeholders
to ensure that Medicaid expansion is implemented effectively without threatening state
resources.
This debate will occur in the crucible of an intensely politicized year. However, poll after poll
indicates that health care is a top issue for Americans and Missourians of both parties.
MHA will continue to be fully engaged with its membership in navigating what may be a
watershed year for Missouri Medicaid.
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EXTENDING MEDICAID
COVERAGE TO 200,000
MISSOURIANS
A campaign is underway to place a constitutional
amendment before the state’s voters to expand eligibility
for Medicaid coverage. Placement on the ballot requires the
signatures of 172,000 registered voters, with nearly 30,000
signatures coming from each of six of Missouri’s eight
congressional districts.
If approved, the proposal would raise the income eligibility
level to 138% of the federal poverty level for Missourians
who are 19 to 64 years old — extending coverage to
approximately 200,000 citizens. Most of the newly covered
population are employed but don’t have access to affordable
private health coverage.
Numerous organizations and individuals, including MHA,
are mobilized in the effort to place the measure on the
statewide ballot, and are working to ensure that its passage
and implementation both are effective.
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MEDICAID PAYMENT REFORM
The governor and Richardson are pursuing Medicaid reform in 2020. MHA recognizes
that Medicaid payment reform, if done well, offers an opportunity to improve the quality,
efficiency, capacity and value of care provided to Medicaid enrollees. There are ample
prospects for improvement. Missouri should move away from payment systems based
on obsolete data and uncertain projections. Instead, those systems should provide fair
opportunity among hospitals to achieve equity of payment based on updated costs of care,
efficiency, patient characteristics and patient outcomes.
The initiative offers potential promise and peril for hospitals. MHA has implemented
several initiatives to ensure that its members are fully engaged in the reform process. In
the spring of 2019, the MHA Board of Trustees formed a member workgroup to develop
advocacy principles governing Medicaid reform. Once those were approved by the board,
several membership committees were created to shape hospitals’ policy proposals and
advocacy messages.
Five policy subcommittees considered the potential effects of reform decisions on different
types of hospitals within the membership. The subcommittees addressed rural hospitals,
safety-net/teaching hospitals, psychiatric hospitals, children’s hospitals, and post-acute
care hospitals and services. Each policy subcommittee developed recommendations as
to what should be considered a “must have” and/or a “deal breaker” regarding Medicaid
payment reform in Missouri. A Medicaid Payment Reform Policy Subcommittee reviewed
and integrated the subcommittees’ recommendations, and the product was approved by
the MHA board. Also, a Medicaid Payment Reform Outreach Subcommittee is honing
Medicaid reform advocacy and public relations messages and themes for media, legislative
and other advocacy audiences.
MHA is working with consulting firm Milliman, Inc. on this topic. Milliman prepared
an environmental scan regarding Medicaid payment reform in Missouri and is preparing
to conduct data analysis and financial modeling of the implications of proposals arising
out of the membership engagement process. Milliman’s work involves ongoing technical
assistance to staff and MHA committees, an environmental scan of current and potential
hospital value-based reimbursement models, assistance with financial modeling of
changes to reimbursement systems, and quantitative and qualitative analyses to support
decisions regarding value-based reimbursement options.
At the time of this publication, it is unclear what will be proposed, but MHA is prepared
to quickly assess and respond to others’ proposals as well as advance its own initiatives.
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PROTECTING
THE FRA
PARTNERSHIP
For nearly 30 years, Missouri hospitals
have paid a provider tax called the Federal
Reimbursement Allowance, or FRA. This is
the result of a public/private partnership with
state government. The tax generates more than
$2 billion in federal matching funds annually.
The FRA tax rate far exceeds the tax rate of most
Missouri businesses and is much higher than
hospital taxes in most other states. The provider
tax has freed up billions of general revenue
dollars for other state priorities like education,
mental health services and corrections.
Strengthening the long-standing partnership
between hospitals and Missouri government
will help ensure Missourians have access to
quality health care while protecting
Missouri’s fiscal health.

8

D E TA I L E D B A C KG R O U N D

What is the FRA?
The FRA is Missouri’s hospital provider tax. It is a major source of state revenue,
surpassing all but the two largest sources of state general revenue — the state sales
tax and the individual income tax. In fiscal year 2019, it produced $1.1 billion, which
was used to generate $2.1 billion in federal Medicaid matching funds for Missouri
state government.
FRA ASSESSMENT COMPARED TO STATE SOURCES OF GENERAL REVENUE
Revenue Producer

Estimated Revenue (After Refunds) Fiscal Year 2020

Individual Income Tax

$6.840 billion

Sales and Use Tax

$2.313 billion

Hospital FRA

$1.155 billion

Corporate Income Tax

$315.1 million

County Foreign Insurance Tax

$276.5 million

Role of the FRA
In the last completed fiscal year, each dollar of hospital FRA generated $1.87 in
federal funds.
In 2018, state legislators enacted MHA-supported legislation to update and
strengthen state laws, providing safeguards and accountability for the tracking and
use of FRA funds and associated Medicaid hospital payments. The first report based
on those laws verifies that in FY 2019, 80% of the state’s share of Medicaid hospital
spending came from the FRA.
Using the FRA to provide much of the state share of Medicaid hospital payments
frees up hundreds of millions of dollars annually in state general revenue to fund
other state priorities, such as education, mental health services and corrections.
In FY 1990 before the FRA began, state general revenue funded 39.5% of all
Medicaid spending. In FY 2019, the state general revenue percentage was 14.6. This
decline largely is because of the FRA and similar provider taxes for nursing homes
and pharmacies.

Reauthorizing the FRA Laws
Because the state laws authorizing the FRA lapse on Sept. 30, 2020, they must be
reauthorized during the 2020 state legislative session.
The General Assembly has reauthorized the FRA provider tax laws 14 times since
they first were enacted in 1992 as an initiative of the Ashcroft administration. For
more than 25 years, the FRA provider tax has enjoyed broad bipartisan support from
Missouri legislators and governors.
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STATE BUDGETARY OUTLOOK
The state’s budgetary outlook is fragile. For the last completed state fiscal year,
the growth rate of state general revenue only was 1%. The budget for the fiscal
year was built on a projected growth rate of 1.7%. The shortfall incurred a drain
on cash reserves. The normal challenges of predicting general revenue growth
rates were exacerbated by significant changes in federal and state tax laws, and
by a serious error in the state’s income tax withholding tables.
Despite low unemployment and continued economic growth, general revenue
collections are expected to remain relatively weak. The budget for state fiscal
year 2020 assumes revenue growth of 2%; however, there are indications this
may be an optimistic projection. It is notable that the state’s budget writers have
had to significantly lower their original revenue projections in each of the past
three state fiscal years.
In a typical year, the Missouri state government needs general revenue growth
of 2.5% to 3.5% to keep pace with the higher costs of elementary and secondary
education, higher education, mental health, corrections, and social services,
including Medicaid. If general revenue growth continues to be modest — in the
1% to 2% range — the state budget for SFY 2021 likely is to be lean.
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CREATING A ROBUST
HEALTH CARE WORKFORCE
In recent years, MHA has successfully promoted a number of proposals to aid
hospitals in developing and retaining a robust workforce. In the 2020 state
legislative session, MHA will continue its effort on this front.

Prompt Credentialing of Practitioners by Insurers
In 2020, MHA plans to promote legislation to strengthen laws surrounding
the prompt credentialing of new practitioners. Hospitals and physicians alike
complain that insurers can be slow in incorporating new practitioners into their
provider networks, even when the practitioner previously has been part of the
network in another setting. Prompt credentialing especially is helpful in rural
communities, where practitioners already are in short supply.

Interstate Licensure Medical Compact for Physicians
Previously, MHA supported successful efforts to authorize Missouri’s participation
in interstate licensure compacts for nurses, physical therapists, psychologists
and emergency medical services personnel. These compacts promote expedited
licensure of practitioners in participating states. In 2020, MHA is promoting a
similar interstate licensure compact for physicians. The compact is expected to
streamline and speed up the process of securing licensure approval between states,
as well as expand telehealth capacity.

Patient Restraints in Hospitals
A 2017 law permits advanced practice registered nurses, physician assistants and
assistant physicians to order, with physician oversight through a collaborative
practice agreement, patient restraints for psychiatric patients in psychiatric
hospitals and hospital units, as well as in state department of mental health
programs. The Missouri Department of Health and Senior Services now is
interpreting this law to preclude these practitioners from ordering such patient
restraints in other settings, such as acute care hospitals. Accordingly, in 2020 MHA
will promote legislation to enable broader authority to order patient restraints
under a collaborative practice agreement with a physician.
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APRN’s Scope of Practice
In the 2020 legislative session, MHA is collaborating with
the Missouri Farm Bureau, nursing organizations and others
to promote legislation to give APRNs greater authority to
deliver health services under the auspices of a collaborative
practice agreement with a physician. Missouri state law is more
restrictive than most other states in this regard, which creates
an incentive that runs counter to Missouri’s efforts to promote
a robust workforce to support rural health. APRNs trained
or practicing in Missouri know they can leave Missouri to
practice with greater autonomy in many other states, including
the states bordering Missouri.

Covenants Not to Compete
in Physician Employment Contracts
MHA will be vigilant in watching for legislative proposals that
would limit hospitals’ capacity to use covenants not to compete
in physician employment contracts. This type of legislation has
been considered in previous legislative sessions. Hospitals use
these contractual agreements when recruiting a new physician
to a practice or community. They ensure that the hospital has a
reasonable period of time to recover the significant investment
required to recruit and place the physician and develop the
practice. In accordance with court rulings, these contractual
restrictions rarely last more than two years and often include
the opportunity for the physician to “buy out” the covenant not
to compete.
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ENHANCING AND PROTECTING
PATIENT AND PUBLIC SAFETY
Prescription Drug Monitoring Program
MHA will continue to support legislation to create a state prescription drug
monitoring program. Such legislation could permit statewide application of the
benefits of a voluntary county-based model currently in place in many Missouri
counties. Among other benefits, a PDMP could help reduce opioid abuse caused
by illicit drug-seeking or fragmented prescribing decisions.

Direct Distribution of Pharmaceuticals
Missouri law, unlike that of other states, prohibits a pharmacy from providing
prescription medications containing a controlled substance directly to
practitioners for administration to the patient. This means that patients have to
pick up their controlled substance medications from the pharmacy and deliver
it to the practitioner. Practitioners are hesitant to administer such medications
because they cannot guarantee the conditions and safety of the medication during
patient custody. Often, these medications are used in complex and invasive
procedures occurring in the clinic, for example, injections in the spinal column.
Allowing for direct distribution to practitioners is safer for the patient and
enhances public safety by ensuring distribution of controlled substances occurs in
a continuously regulated process.
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Conceal and Carry in Hospitals
MHA opposes legislation allowing concealed carry permit holders
from Missouri or another state to bring their weapons into the publicly
accessible areas of a hospital. Currently, only security personnel and law
enforcement can be armed within a hospital. The legislation would force
security personnel to spend their time policing whether the person has
a legitimate concealed carry permit. Also, it is unclear how such a law
would apply to patients who may be temporarily drugged or otherwise
incapacitated by their infirmities. It would exacerbate the difficulties of
deescalating volatile situations, such as domestic disputes, that commonly
play out in hospital settings. Additionally, MHA members relay concerns
that infusing the hospital setting with weapons would encourage
practitioners to leave or not enter Missouri hospital practice. It is not clear
who would care for Missouri hospital patients in their absence.

Motorcycle Helmet Law
In 2019, the General Assembly enacted legislation allowing individuals
ages 18 and older to operate motorcycles without wearing helmets if they
have insurance coverage for treatment of injuries caused by an accident.
The repeal of the helmet law could have significant effects. In other states,
repeal of helmet requirements has increased fatalities, and debilitating and
costly head injuries. MHA was part of a coalition that asked Gov. Parson
to veto the 2019 helmet law, which he did. In 2020, MHA will continue to
oppose repeal of the helmet law.
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REDUCING HEALTH CARE COSTS
BY LIMITING LAWSUIT ABUSE
Adverse court rulings in medical malpractice, wrongful death and punitive damages
lawsuits have increased liability exposure and premiums for hospitals and practitioners.

Punitive Damages
Punitive damages are intended to punish willful misconduct. They generally are not
covered by medical malpractice liability insurance. Awards of punitive damages have
grown in number and size in recent years. MHA supports legislation requiring that
punitive damages only be awarded if there is “clear and convincing” evidence of willful
misconduct. This more rigorous liability “trigger” is consistent with origins of the
intentional tort doctrine and the quasi-criminal nature of punitive damages awards.

Merchandising Practices Act
MHA supports legislation to curtail the growing incidence of Missouri’s Merchandising
Practices Act being used as a basis to recover damages for personal injury or death,
augmenting the remedies available through medical malpractice and wrongful death
lawsuits. The addition of a new layer of potential litigation expense and liability
exacerbates pressure on hospitals and practitioners to settle the lawsuits to the benefit of
plaintiffs’ attorneys.

Cost of Medical Care
In 2017, MHA supported legislative enactment of a new law that allowed judges and
juries to know the actual cost of medical care in determining damages in personal injury
lawsuits. Some judges have thwarted the intent of the legislation by allowing juries to
consider evidence of billed charges. MHA supports clarifying the law to preclude this
interpretation.

Economic Damages
Economic damages should be calculated in a manner that does not lead to unjust
enrichment of plaintiffs and their attorneys. Plaintiffs’ attorneys have put forward various
ways to game Missouri statutes so that plaintiffs recover money for the loss of benefits
they were never going to receive. MHA supports a package of legislative reforms to
preclude these claims.
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OTHER ISSUES
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Certificate of Need
Historically, MHA has opposed repeal of state laws requiring certificate of need
review and approval for new hospitals and the acquisition of a single piece of medical
equipment costing more than $1 million. In previous years, legislation was filed to
change the process by which CON decisions are made. One proposal would transfer
the decision-making authority of the Missouri Health Facilities Review Committee to
DHSS; MHA opposed this change. Another would replace the legislator members of the
Missouri Health Facilities Review Committee with gubernatorial appointees and would
prohibit ex parte communications in the CON process. MHA did not oppose these
changes.

Consent to Treatment
MHA will be monitoring legislation that addresses who makes health care decisions
for an incapacitated patient who does not have anyone with legal authority to make
decisions for such patient. MHA has supported previous versions of this legislation and
will work to ensure that any proposal that advances provides legal protection to hospitals
and does not add to their administrative burden.

“Unarrested” Patients
In response to its members’ concerns about some counties refusing to pay for treatment
of their prisoners and about incidents of criminal suspects who need medical treatment
being “unarrested” by law enforcement officials and left at the hospital, MHA will
continue to work with stakeholders and legislators to find solutions.

Section 1332
Missouri Health Insurance Innovation Task Force
A Missouri Health Insurance Innovation Task Force was appointed by Gov. Parson in
July 2019 to develop recommendations regarding state health insurance standards to
improve access to coverage, decrease premiums and increase the number of insurers
serving the federally subsidized marketplace. The task force is focusing on a potential
“section 1332” waiver authorized by the federal Affordable Care Act. The waiver would
permit alternative regulatory standards for commercial insurers so long as they are
comparable in effect to what is required by federal law for marketplace coverage. MHA is
engaged with the task force to monitor and shape its recommendations as they relate to
hospitals, and the scope and cost of insurance coverage.
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