The BBB would significantly increase federal funding for Puerto Rico
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Federal Medicaid funding for Puerto Rico and the other territories — American Samoa, Guam, the Northern Mariana Islands and the U.S. Virgin Islands — is capped, with the block grant amounts set at highly inadequate levels that have forced the territories to operate Medicaid programs that are far less generous than those in the states.11 In addition, the regular matching rate for the territories is officially 55 percent, even though the FMAPs for the territories would equal 83 percent if they were calculated in the same way the matching rate for states is determined, due to the territories lower per-capita income. Over the last decade, Congress has provided additional federal Medicaid funding and FMAP increases over the last decade in order to avoid draconian cuts, respond to recent natural disasters, and to institute modest eligibility, benefit and provider rate improvements. But those increases have always been temporary.
The Build Back Better bill provides a permanent, significant increase in the territories’ block grant amounts. In fiscal year 2022, for example, Puerto Rico’s base block grant amount would be set at $3.6 billion, well above the $2.8 billion level for 2021 that was provided under the latest temporary increase enacted by Congress two years ago. These higher block grant amounts would then be adjusted annually by the percentage increase in national Medicaid spending in the preceding year (as determined using the most recent National Health Expenditure data). In addition, the FMAP for the territories would be permanently increased to 83 percent. The most recent federal funding increase for the territories temporarily raised the FMAP for Puerto Rico to 76 percent and the FMAP for the other territories to 83 percent. Unlike for the other territories, for which the 83 percent FMAP would take effect in fiscal year 2022, Puerto Rico’s matching rate would remain at 76 percent for one year and then rise to 83 percent in 2023. The Build Back Better Act would also require Puerto Rico to maintain physician reimbursement rates at certain minimum levels.12 Otherwise Puerto Rico would see its FMAP reduced by 0.5 percentage points in the first quarter it is out of compliance and then by an additional 0.25 percentage points in subsequent quarters, but not to exceed a total of 5 percentage points.
Based on spending projections from the territories, the Build Back Better provision should ensure that Puerto Rico and the other territories have sufficient federal financial support to sustain their existing Medicaid programs and make further improvements to expand coverage and access over time. In the case of Puerto Rico, this would disproportionately benefit children: more than 60 percent of Puerto Rico’s children are enrolled in Medicaid or CHIP-funded Medicaid. The territories, however, will not be able to come into fuller compliance with federal eligibility and benefit requirements without elimination of their block grant structure and a switch to permanent state-like financial treatment under which the federal government picks up a fixed percentage of the territories’ Medicaid costs. Long-Term Services and Supports and Home- and Community-Based Services Additional, Permanent Federal Medicaid Support for Home- and Community-Based services (HCBS) Medicaid is the largest payer of long-term services and supports (LTSS) in the United States, providing coverage for LTSS for millions of individuals including children with special health care needs.13 However, due to a longstanding structural bias towards institutional care settings under Medicaid, many states have limits on access to home- and community-based services (HCBS). For example, as of 2018, 41 states reported having a HCBS waiting list.14 The Build Back Better Act would provide states the option of permanently receiving a six-percentage point increase in their Medicaid matching rate for home- and communitybased services furnished to Medicaid beneficiaries with LTSS needs if they improve and expand HCBS services and access. (This provision builds on an American Rescue Plan Act provision offering states a one-year FMAP increase of 10 percentage points for HCBS improvements and expansions.) The federal funding caps for the territories would not apply to this HCBS matching rate increase. 8 BUILD BACK BETTER CCF.GEORGETOWN.EDU November 2021 HCBS services eligible for the matching rate increase include home health, private duty nursing, personal care, HCBS services provided through several types of Medicaid waivers, case management, rehabilitative services (including behavioral health), services provided through PACE programs (Programs of All-Inclusive Care for the Elderly), and other services specified by the Secretary of Health and Human Services. States would be required to use the increased federal funding to supplement, not supplant their current level of HCBS spending and maintain their existing HCBS eligibility, benefits and provider reimbursement rates so they are not more restrictive than what was in place as of the date when states received planning grants (which is discussed below). They must also implement a federally approved plan to expand access including reducing wait lists, expanding eligibility, lowering disparities in using HCBS and newly covering personal care; strengthen the HCBS workforce including adopting processes to ensure that HCBS payment rates are sufficient and updating qualification standards’ and increase HCBS payment rates to support recruitment and retention of the direct care workforce and raise payment rates to direct care workers. States would no longer be eligible for the FMAP increase if they are out-of-compliance with these requirements or, after 7 years, they fail to demonstrate that they have increased HCBS availability and that at least half of their total LTSS spending is for HCBS (or if the percentage was higher before the improvement plan was approved, no less than such percentage).
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