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How to read the CFO-style model in one minute
The model is built from simple 'how many times how much' math. Each equation multiplies:
How many people HANAI serves (Participants).
How often a costly event happens now (Baseline rate, like ED visits per person).
How much the program reduces that event (Reduction percent).
The dollar cost of that event (Cost per ED visit, cost per hospitalization, cost per month of long-term care).
Separately, the model asks whether the total expected benefits are larger than the program cost. That is all FIN and WAM need to decide an appropriation.
Glossary of terms (plain English)
	Term
	Plain-English meaning
	Why it matters
	Where the number usually comes from

	HANAI Memory Network
	A coordinated statewide dementia care navigation and memory clinic support system.
	Defines the program being funded and evaluated.
	Bill text, DOH/Med-QUEST program plan, contracts.

	FIN / WAM
	Legislative committees that decide whether to appropriate money and under what conditions.
	They are the gatekeepers for State funding.
	Legislative process.

	Medicaid
	The joint federal-state insurance program for eligible residents; a major State budget line item.
	Most dementia long-term care costs that hit the State show up here.
	Med-QUEST claims and budget reports.

	LTSS
	Long-Term Services and Supports: home care, nursing facilities, adult day health, and related services.
	LTSS spending is where delayed placement can create large savings.
	Medicaid LTSS claims and reports.

	LTC placement
	Entering a nursing facility or memory care setting for long-term residence.
	Delaying placement by even a few months can save substantial dollars.
	Claims, facility admission data.

	ED
	Emergency Department (the ER).
	Avoidable dementia-related crises often drive ED use and costs.
	Claims and hospital utilization data.

	Hospitalization
	An inpatient hospital stay.
	Costs are high; preventing admissions and readmissions is a key savings lever.
	Claims, hospital discharge data.

	Readmission
	A return to the hospital soon after discharge (often within 30 days).
	Signals instability and gaps in care coordination; costly for payers.
	Claims, hospital quality reports.

	Length of stay
	How many days someone stays in the hospital.
	Shortening unnecessary days reduces cost and frees beds.
	Hospital discharge data.

	Participants
	The number of people with dementia (and caregivers) actively served by HANAI.
	Benefits scale with how many people you reach.
	Program enrollment / referral counts.

	Reach
	What percent of the dementia population HANAI touches in Year 1/3/5 (example: 5% / 15% / 25%).
	Defines growth expectations and prevents unrealistic savings claims.
	Population estimates and program counts.

	High-risk targeting
	Focusing first on people most likely to have crises (recent ED use, high caregiver strain).
	Targeting boosts ROI because it prevents the most expensive events.
	Screening tools, claims history.

	Baseline rate
	How often a costly event occurs without HANAI (e.g., ED visits per person per year).
	A necessary starting point; savings are reductions from baseline.
	Claims history, HHIC data.

	Effect size / reduction percent
	The percent change attributable to HANAI (low/base/high scenarios).
	This is the core assumption FIN/WAM will challenge; ranges increase credibility.
	Published studies, pilots, local data.

	Time horizon
	How many years you evaluate costs and benefits (commonly 5 years for budgets).
	Some savings appear quickly (ED), others take longer (delayed placement).
	Budget planning conventions.

	Discount rate
	A standard way to value future dollars slightly less than today's dollars (often 3%).
	Used for longer-term projections; keeps analysis consistent with public finance practice.
	Public finance guidance.

	Attribution
	How much change you credit to HANAI versus other factors (new drugs, policy changes).
	FIN/WAM want conservative, defendable claims, not over-crediting.
	Evaluation methodology.

	Program cost
	Annual cost to operate HANAI (staff, partnerships, tech, outreach, evaluation).
	The appropriation request and the denominator for ROI.
	Budget and contracts.

	Net benefit
	Total benefits minus program cost.
	Tells whether the program is fiscally positive after paying for itself.
	Calculated from model.

	ROI
	Return on investment: Net benefit divided by program cost.
	A single number committees recognize immediately.
	Calculated from model.

	Benefit-cost ratio
	Total benefits divided by program cost.
	A ratio above 1.0 means benefits exceed costs.
	Calculated from model.

	Break-even
	The minimum improvement needed for benefits to equal program cost.
	A powerful, simple threshold for decision-makers.
	Calculated from baseline spend and cost.

	Medicaid share percent
	The percent of long-term care costs actually paid by Medicaid (not private pay).
	Prevents overstating State savings when families pay part of the cost.
	Claims mix, payer mix studies.


Equation rationale (what each formula is doing)
These formulas estimate avoided costs. They do not claim that a single family is 'worth' a dollar amount. They simply convert fewer crises and delayed institutional care into budget terms.
A) Acute care savings
Avoided ED costs
ED_Savings = Participants × Baseline_ED_per_person × ED_Reduction% × Cost_per_ED
Plain English: If HANAI serves a certain number of people, and each person would otherwise visit the ED a certain number of times per year, and HANAI reduces those visits by a certain percent, then multiply the avoided visits by the average cost per ED visit.
Avoided hospital costs
Hosp_Savings = Participants × Baseline_Hosp_per_person × Hosp_Reduction% × Cost_per_Hosp
Plain English: Same structure as the ED formula, but for inpatient stays. Hospitals are expensive; even small percentage reductions can matter financially.
B) Long-term care savings
Delayed placement savings
LTC_Savings = AtRisk_Participants × Months_Delayed × Cost_per_Month × Medicaid_Share%
Plain English: Focus on the subgroup most likely to enter long-term care soon. If HANAI delays entry by a few months, multiply the months delayed by the monthly cost, then multiply by the Medicaid share (because FIN/WAM care about the portion paid by the State).
C) Net benefit, ROI, and benefit-cost ratio
Net_Benefit = (ED_Savings + Hosp_Savings + LTC_Savings + other benefits) - Program_Cost
ROI = Net_Benefit / Program_Cost
Benefit-Cost Ratio = Total_Benefits / Program_Cost
Plain English: Add up all estimated savings, subtract what the program costs, then compare the result to the program cost. ROI tells you the net gain per dollar spent. Benefit-cost ratio tells you total benefits per dollar spent.
D) Break-even (why it is so persuasive for FIN/WAM)
Break-even answers: 'How small of an improvement pays for the program?' If annual Medicaid Alzheimer's spending is about $309 million and HANAI costs $3 million per year, then:
Break-even reduction needed = 3,000,000 / 309,000,000 ≈ 0.0097 (about 0.97%).
Plain English: If the program improves outcomes enough to reduce the Medicaid Alzheimer's cost trend by about one percent, the State breaks even. Anything better than that generates net fiscal benefit.
Common pitfalls (and how the 'lens' approach prevents them)
Double-counting: Counting the same savings twice (for example, claiming both Medicaid savings and hospital savings for the same avoided hospitalization). Fix: keep separate lenses and only use one as the primary budget argument (usually Medicaid/LTSS).
Using charges instead of costs: Hospital 'charges' can be much higher than actual costs or allowed amounts. Fix: use claims paid amounts or standardized cost estimates.
Assuming everyone benefits equally: Savings are much higher when you target high-risk families. Fix: split participants into high-risk vs general and model separately.
Over-crediting attribution: Other policy or treatment changes may also reduce costs. Fix: use conservative ranges and clearly state what is attributed to HANAI.
Ignoring timing: Some benefits take longer to appear (delayed placement). Fix: present 1-year, 3-year, and 5-year views.
Quick FAQ (for legislative staff)
Is this claiming guaranteed savings?
No. It is a disciplined estimate using explicit assumptions. The point is to fund HANAI with measurement and oversight so the Legislature can verify results.
Why focus on Medicaid for FIN/WAM?
Because Medicaid and LTSS are the largest State-controlled cost centers for dementia. Health system and household impacts are important, but Medicaid is the budget line committees manage.
Why require annual reporting?
Reporting is the enforcement mechanism: it converts an appropriation into a measurable program with accountability and continuous improvement.

