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FY 2006-07 Joint Budget Committee Staff Budget Briefing

Commission on Family Medicine
Graphic Overview
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COMMISSION ON FAMILY MEDICINE
OVERVIEW

Key Responsibility

> Distributesfundsfor the support of the ninefamily medicineresidency programsat hospitals
throughout the state and assists in the recruitment of residents.

Factors Driving the Budget

Funding for the Commission consists 100 percent of cash fund exempt. However, the cash fund
exempt appropriation representsatransfer of Medicaid funding from the Department of Health Care
Policy and Financing (HCPF). The appropriation for the Commission had been relatively flat until
FY 2002-03. In FY 2002-03, FY 2003-04 and FY 2004-05, the budget was reduced as part of the
statewide effort to reduce General Fund appropriations in order to balance the state budget. In FY
2002-03, each hospital residency program received approximately $211,754. In FY 2006-07, each
hospital residency program will receive approximately $189,284 from this appropriation. This
represents a decrease in state funding of approximately 10.6 percent.

Major Funding Changes FY 2005-06 to FY 2006-07

Action Cash Fund Exempt -- Total Funds Total FTE
Medicaid Cash Funds

FY 2005-06 Appropriation $1,576,502 $1,576,502 0.0

Restore a portion of

previous year budget cuts $127,056 $127,056 0.0

FY 2006-07 Appropriation* $1,703,558 $1,703,558 0.0

*Of thisamount, $851,779 is General Fund and $851,779 is Federal Funds. Thisfundingis
transferred from the Department of Health Care Policy and Financing to the Commission as cash
funds exempt.
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FY 2007-08 Budget Briefing
Department of Health Care Policy and Financing
Change Requests: Decision Items

Division: Description
Priority [Statutory Authority] GF CF CFE FF Total FTE

Commission on Family Medicine, Residency
1|{Training Programs and Expense Line Item. 0 0 200,000 0 200,000 | 0.00

Increase funding for the 9 Family Medicine
Residency programs. This restores some of the
funding that was cut during the budget crisis
years.

[Section 25-1-901 through 25-1-904, C.R.S.

(2006)
Subtotal Decision Item Request: 0 0 200,000 0 200,000 | 0.00
Change to Medicaid Funds $100,000 $0 $0 $100,000 $200,000
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FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 %
Actual Actual Approp. Request Change

DEPARTMENT OF HIGHER EDUCATION
Health Sciences Center -- Advisory Commission on Family Medicine
Chancellor James Shore, M.D. Executive Director: Tony Prado-Gutierrez

Advisory Commission on Family Medicine

(Primary Functions: Distributes funds for the support of family medicine residnecy programs at hospitals throughout the state and assists in the
recruitment of residents. Charge is to maintain family medicine standards, allocate the annual appropriation to family medicine residencies,
monitor the residency programs and make recommendations accordingly and determine the level of need for family physicians statewide.)

Residency Training Programs 1,576,501 1,576,502 1,703,558 1,903,558 DI #1
Cash Funds Exempt 1,576,501 1,576,502 1,703,558 1,903,558
TOTAL - Commission on Family Medicine 1,576,501 1,576,502 1,703,558 1,903,558 11.7%
FTE 0.0 0.0 0.0 0.0 0.0%
Cash Funds Exempt 1,576,501 1,576,502 1,703,558 1,903,558 11.7%
Medicaid Cash Funds 1,576,501 1,576,502 1,703,558 1,903,558 11.7%
Net General Fund (Medicaid + Other GF) 788,251 788,251 851,779 951,779 11.7%

December 13, 2006
4 CFM -- Briefing



FY 2007-08 Joint Budget Committee Staff Budget Briefing
COMMISSION ON FAMILY MEDICINE
Assessment of Commission's Perfor mance M easur es

| SSUE:
Commission on Family Medicine's Mission, Goals, and Performance M easures
DISCUSSION:

Commission Mission

Mission Satement:

To address the health care needs of the people of Colorado through the education of
family physicians and the promotion of health care policy.

Goals and Performance M easur es

The Commission's FY 2007-08 strategic plan isatotal of 37 pages long and is comprised of three
major goals, 11 strategic objectives, and 30 performance measures for the current year. The
strategic plan also identifies ongoing responsibilities with seven identified data driven performance
measures. Inaddition, thestrategic planidentifieskey accomplishmentsfrom the past year's sel ected
objectives and performance measures. Inthe Commission's strategic plan, strategic objectives are
tied to the achievement of key goals and performance measures are written for each objective. The
Commission's strategic planning document also contains narrative explaining the statutory
background for the Commission as well as current trendsin family medicine practice in Colorado.

Staff Analysis

Joint Budget Committee staff reviewed the Commission's performance measures submitted in their
budget document. The following checklist was used for staff's assessment of the Commission's
performance measures:

Commission's Strategic Plan and Performance M easure Evaluation Criteria
Do the goals and performance measures correspond to the program's directives provided in statute?
Are the performance measures meaningful to stakeholders, policymakers, etc.?
Does the Commission use a variety of performance measures (including input, output, efficiency,
quality, outcome)?
Do the performance measures cover all key areas of the budget?
Are the data collected for the performance measures valid, accurate, and reliable?
Are the performance measures linked to the proposed budget base?
Isthere a change or consequence if the Commission's performance targets are not met?

wNE
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Based on the criteria above, staff's overall assessment of the Commission's strategic plan and
performance measures is that the plan provides general and specific information regarding the
Commission'sactivities. Whilesomeof the Commission's performance measuresarewritten astask
to be completed rather than results to be achieved, the Commission does include outcome based
measures for what the Commission identifies as continuing responsibilities. Following is staff's
analysis of the key components of the Commission's strategic plan and performance measures.

Assessment of Mission, Goals, and Objective Statements (Criteria #1)

The Commission's overall mission and goal statements are consistent with the legislative dutiesfor
the Commission (Section 25-1-903, C.R.S.). In addition, the Commission has organized their
strategic plan so that obj ectives statementsand performance measuresaretied back to specific goals.
For the most part, staff believes that the Commission has written goals and objectives that are
consistent and appropriate for their mission. The following table provides some examples of the
Commission's goal and objective statements.

Example -- Example --
Commission Goals Commission Objectives Tied to Goal
Goa A: Advancethe quality of Colorado's Family New Objectives

Medicine Residency Training

Objective 1: Refine and revamp, as needed, Colorado's
collaborative approach to recruiting residents.

Objective 2: Develop acollaborative, state-wide
approach for faculty development.

Continuing Objectives

Objective 1.1: Tofill al training slots with qualified
medical students.

Objective 1.2: To increase the number of graduating
residents practicing in Colorado

Objective 1.3: To increase the number of graduating
residents practicing in rural and underserved areas of
Colorado

Assessment of Performance M easures (Criteria 2 through 7)

The Commission selects performance measures each year for specific actions that the Commission
hopesto achieve during the course of theyear. The Commission also has performance measuresfor
items that the Commission considers as continuing responsibilities. The first set of the
Commission's measures are mainly output measures based on annual action plansto be compl eted.
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However, the second set of measures that the Commission reports on are more outcome driven.
Because the Commission selects both output and outcome type of measures, staff believes the
Commission has selected and reports on measures that have meaning to both policy makers and
stakeholdersaswell asthe management of the Commission. Following are examplesof someof the
Commission's performance measure that helpsillustrate staff's point.

Example -- Commission's

Example -- Commission's

Performance Measure Performance Measures
(Related to Goal A Above and Objective 1 (Continuing Responsibilities M easures --
-- Output Measures for Current Y ear ) Outcome M easur es)
1) Complete atop-to-bottom critical review of current FY 2007
recruitment program by 6/30/07 and implement Future
changes with 2007 National Conference. FY 2005 FY 2006 Y ear
Actual Actual Target
2) Complete acritical review of each residency's % of Training Slots
recruitment program and share "best practices’ in a Filled 100% 100% 100%
Director's Retreat by 6/30/07
% of Residency
Graduates
practicing in
Colorado 74% 61% 84%

Saff comment: The Commission's current
performance measures are tasks that are to be
completed by Commission staff. These are output
measures that do not focus on a result to be achieved.

Saff Comment: The Commission's continuing responsibility

measures are outcome based measures. The Commission also
reports passed year results and current and future year targets.
The measures are well written and are meaningful in ng

the Commission's activities and achievement of key goals.

Insummary, staff believesthat for the most part the Commission has sel ected avariety of performance
measures that are meaningful and useful. Therefore, it is staff's assessment that if the Joint Budget
Committee were to move toward performance-based budgeting, the Commission's current strategic

planning process would be good starting point.

Questions for Commission

Staff recommends that the Committee discuss the following questions with the Commission during

the FY 2007-08 budget hearing:

1. How do your performance measures influence Commission activities and budgeting?

2. To what extent do the performance outcomes reflect appropriation levels?

13-Dec-06
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3. To what extent do you believe that appropriation levelsin your budget could or should betied
to specific performance measure outcomes?

4, As a Commission director, how do you judge your department's performance? What key
measures and targets do you used?

13-Dec-06 8 Commission of Family Medicine-brf



FY 2007-08 Joint Budget Committee Staff Budget Briefing
COMMISSION ON FAMILY MEDICINE
Additional Funding for Family Medicine Residency Programs

| SSUE: The Commission requests an increase of $200,000 in the cash fund exempt transfer from the
Department of Health Care Policy and Financing. Of thisamount, $100,000 will be Medicaid Genera
Fund and $100,000 will be matching Medicaid federal funds.

SUMMARY:

a In FY 2001-02, the Commission'stotal funds budget was $2,364,545. The Commission's FY
2006-07 total fund appropriation is $1,703,558 -- 28.0% lower than the FY 2001-02 amount.
The Commission's FY 2007-08 total fund budget request is $1,903,558 -- an 11.7% increase
over the FY 2006-07 appropriation but still 19.5% lower than the Commission's FY 2001-02
appropriation.

RECOMMENDATION:
Staff recommends that the Committee ask the Commission the following questions at their hearing:

1. P ease describe how the additional funding for the Commission will aid the state in recruiting
and retaining family medicine physiciansin Colorado.

2. Even though the General Assembly has increased funding for the nine remaining family
residency programs during the last two years, most of the family medicine residency programs
havereduced residency slots. Will additional funding allow moreresidency slotsto be created
or will the funding merely offset current cost increases for existing slots?

DISCUSSION:

InFY 2001-02, the Commission had atotal funds budget of $2,364,545. During the budget reduction
years, the Commission's budget was reduced by approximately 33.3 percent to afunding low in FY
2004-05 of $1,576,501. The appropriation remained flat for FY 2005-06 but increased in FY 2006-07
by atotal fund amount of $127,056, or 8.0 percent. For FY 2007-08, the Commission seeks an
increase of total funds of $200,000. Whilethisincreaseisan 11.7 percent increase over the current
FY 2006-07 appropriation, the FY 2007-08 budget request of $1,903,558 is still 19.5 percent below
the FY 2001-02 appropriation.

The Commission's FY 2006-07 appropriation provides funding for 9 family medicine residency
programs. These residency programs provide primary care training for medical students entering
family medicine practices. Many of the residency programs provide rural rotations and thus, help to
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provide health care in rural Colorado. In addition, these residency programs tend to be part of the
safety net of providers who will see Medicare, Medicaid and uninsured patients. All nine residency
program are connected to hospitals and are eligible to receive Medicaid funding for some of their
training activities. Staff would note that the Commission's funding provides only a fraction of the
funding necessary to maintainresidency programs. Themgjority of fundingfor theresidency programs
comes from the Medical Education program funded by the federal government. However, the state
funding helps to mitigate the operating losses that many of the residency programs have been
experiencing. The following table shows the total state funding for each residency program.

Residency Program FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08
(connected to hospitals and therefore, Approp. Request
eligible for M edicaid)

Ft. Collins 161,049 175,167 189,284 211,506
North Colorado 161,049 175,167 189,284 211,506
Rose 161,049 175,167 189,284 211,506
St. Anthony 161,049 175,167 189,284 211,506
St. Joseph 161,049 175,167 189,284 211,506
St Mary 161,049 175,167 189,284 211,506
Southern Colorado 161,050 175,167 189,284 211,506
Swedish 161,050 175,167 189,284 211,506
University/AF Williams 161,050 175,167 189,284 211,506

TOTAL Medicaid Funded Residency
Programs

(HCPF Budget and Commission
Budget M edicaid Funds Request) $1,449,444 $1,576,502 $1,703,558 $1,903,558

Colorado Springs
(non-Medicaid funded --
Commission Budget Only) 127,057

10
10
[e)

TOTAL Residency Program Line Item
(Commission Budget Reguest)

$1,576,501 $1,576,502 $1,703,558 $1,903,558

In 2005, the Colorado Springs residency program closed. Because this residency program was not
connected with ahospital, it was not eligiblefor Medicaid funding. Therefore, the entire $127,057 of
its funding was state funding through indirect cost recoveries within the Department of Higher
Education. The FY 2005-06 Long Bill reallocated $63,528 of the Colorado Springs residency
program into the other nine programs. Because the other nine residency programs are eligible for
Medicaid funding, thereallocated $63,528 in state funding was abl e to draw down amatching amount
infedera funds. Therefore, the Commission'sbudget was ableto stay exactly the sasmewhilethe state
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received aGeneral Fund savingswithin the Department of Higher Education of $63,528 by redirecting
the indirect cost recoveries to other General Fund programs.

InFY 2006-07, the General Assembly increased the Commission'sMedicaid General Fund by $63,528
and an additional $63,528 in matching federal Medicaid funds. Thisincrease restored approximately
16 percent of the funding cuts that were made to the Commission's budget during the proceeding four
years. The Commission's FY 2007-08 budget requests that an additional $100,000 in Medicaid
Genera Fund be appropriated. Thisfundingwill be matched by $100,000infederal Medicaid funding
for atotal increase of $200,000. The Commission requests the increase to further restore some of the
budget reductions that were made to the program during the early 2000's and to help defray the
continuing cost increases associated with training family medicine physicians.
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FY 2006-07 Joint Budget Committee Staff Budget Briefing

Department of Health Care Policy and Financing
Graphic Overview
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DEPARTMENT OF HEALTH CARE PoLICY AND FINANCING
OVERVIEW

Key Responsibilities

> Administers the State's Medicaid program which provides health care services to a
forecasted 429,222 |ow-income people in FY 2006-07.

> Administers the Children's Basic Health Plan, a health insurance program for a forecasted
42,590 low-income children and approximately 1,578 adult pregnant women.

> Operatesthe Colorado Indigent Care Program to offset clinic and hospital provider costsfor
servicesto low-income and uninsured clientswho arenot Medicaid eligible. In FY 2004-05
(last year with data) this program served approximately 179,129 low-income individuals.

> Administers the Old Age Pension Health and Medical Fund which provides health care to
aforecasted 5,989 el derly personswho do not qualify for Medicaid or Medicarein FY 2006-
07.

> Administers the Primary Care Fund and the Comprehensive Primary and Preventive Care
Grant Program.

> Acts as the single-state agency to receive Title XI1X (Medicaid) funds from the federal
government and therefore, passes these federal funds to other state agencies that have
qualifying programs (mainly the Department of Human Services).

Factors Driving the Budget

Funding for the Department consistsof 41.2 percent General Fund, 10.6 percent cash fundsand cash
funds exempt, and 48.2 percent federal funds. Sources for the cash funds and cash funds exempt
include (1) the Old Age Pension Health and Medical Care Fund and Supplemental Fund; (2) the
small enrollment fee for the Children’'s Basic Health Plan Program; (3) the provider fees paid by
intermediate care facilities; (4) the certification of expenditures from other government entities
(mainly public hospitals and school districts) that qualify for matching federal funds through the
Medicaid program; (5) Amendment 35 Tobacco Tax Revenuesin the Health Care Expansion Fund,;
and (6) Tobacco Tax Settlement monies. Some of the most important factorsdriving the budget are
reviewed below. (This section does not include a discussion on mental health issues or programs
administered by the Department of Human Services. For information on these programs, please see
other related staff briefing materials.)

Medical ServicesPremiums

Themedical services premiums section providesfunding for the health care servicesfor individuals
qualifying for the Medicaid program. Health care servicesinclude both acute care services (such as
physician visits, prescription drugs, and hospital visits) and long-term care services (provided both
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within nursing facilities and community alternatives). The Department contracts with health care
providersinboth fee-for-service, health mai ntenance organi zation (HM O) arrangements, and prepaid
inpatient health plan (PIHP) contractsin order to provide medical servicesto eligibleclients. Total
costsfor the program result from the number of clients, the costs of providing health care services,
and utilization of health care services.

Medicaid Caseload Growth

The following factors impact the number of clients participating in the Medicaid program: (1)
general population growth; (2) policy changesat the state and federal level regardingwhoiseligible
for services; and (3) economic cycles. During the late 1990s, the Medicaid caseload declined due
to the impacts of federal welfare reform and the strong economic expansion. However, since early
1999 the Medicaid casel oad hasincreased sharply. Thisincreaseis partly dueto federal legislation
authorizing new popul ationsto become eligible (mainly children) and the economic recessioninthe
early 2000s. The following chart shows the monthly Medicaid caseload growth from FY 1996-97
through the forecast period for FY 2006-07.

500,000

400,000

300,000

200,000

100,000

Total Non-Retroactive Monthly Medicaid Caseload

0 \
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For FY 2006-07, the casel oad isforecasted to grow by approximately 29,523 clients, or 7.4 percent.
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M edicaid FY 01-02 FY 02-03 FY 03-04 FY 04-05 FY 05-06 FY 06-07
Caseload/1 Actual Actual Actual Actual Actual Approp.

Elderly Populations

Suppl. Security Income (SSl)
Ages 65+ 33,916 34,485 34,149 35,615 36,219 37,036

Suppl. Security Income (SSI)
Ages 60 - 64 5,184 5,456 5,528 6,103 6,048 6,241

Qualified Medicare
Beneficiaries/Special Low-

income Medicare Beneficiaries 8,428 8,949 9,787 9,572 11,012 12,570
Subtotal Elderly 47,528 48,890 49,464 51,290 53,279 55,847
Disabled 46,349 46,378 46,565 47,626 47,565 48,447

Low-Income Adult
Categorical Eligible 33,347 40,021 46,754 56,453 57,747 63,127
Expansion Adults 0 0 0 0 0 4,850
Baby Care Adults 7,131 7,579 8,203 6,110 5,050 4,890

Subtotal Low-Income Adults 40,478 47,600 54,957 62,563 62,797 72,867

Breast and Cervical Cancer
Treatment 0 46 103 86 188 223

Children
Children 143,909 166,537 192,048 220,592 213,600 228,438
Foster Children 13,121 13,843 14,790 15,669 16,311 17,091
Subtotal Children 157,030 180,380 206,838 236,261 229,911 245,529
Non-Citizens 4,028 4,101 4,604 4,976 5,959 6,309
Total Caseload 295,413 327,395 362,531 402,802 399,699 429,222
Percent Change 7.27% 10.83% 10.73% 11.11% -0.77% 7.39%

/1 Includesall Medicaid caseload. Of thetotal FY 2006-07 casel oad, approximately 25,175 clients are digiblefor their state match to be
paid from Amendment 35 monies instead of the General Fund.
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Amendment 35 Caseload Growth

In November 2004 the voters passed Amendment 35 to the Colorado Constitution, which increased the
taxes on tobacco productsin order to expand several health care programs. During the 2005 Legidlative
Session, the General Assembly passed H.B. 05-1262 and H.B. 05-1086 to implement the provisions of
Amendment 35. House Bill 05-1086 allowed optional legal immigrantsto be funded with Amendment
35 monies for the state match (optional legal immigrants were not eligible for Medicaid funding under
current state law when Amendment 35 passed). Since FY 2004-05, approximately 3,512 legal
immigrants have received aportion or all of their state match from Amendment 35 monies. House Bill
05-1262 expanded the Medicaid caseload as follows. (1) increased the waiver slots available to for
Extensive Support Servicesand Home and Community-Based Servicesfor disabled children; (2) removed
the Medicaid asset test; (3) increased the eligibility for the Breast and Cervical Cancer program up to 250
percent of the federal poverty level (FPL); and (4) increased the eligibility for low income adults up to
60 percent FPL. Due to implementation challenges, the asset test was not removed in FY 2005-06.
However, beginning in FY 2006-07, the asset test should be removed and low income adults up to 60
percent of FPL should be eligible for Medicaid coverage. Thetotal FY 2006-07 casel oad forecasted to
beeligiblefor Medicaid and funded with Amendment 35 moniesis 18,814. Over thenext fiveyears, this
caseload is forecasted to grow to 36,649 clients. Over the next five years, the majority of the Medicaid
caseload growth is anticipated to be from the new eligibility clients added through Amendment 35.

Medical Cost Increases

In addition toincreased costs dueto casel oad growth, the M edi caid budget al so growsasaresult of higher
medical costs and greater utilization of medical services. Recent budget increases for medical services
are primarily related to nursing home rate increases and utilization increases in the areas of community
long-term care and pharmaceuticals. However, because of recent budget reduction initiatives, the
implementation of the U.S. Medicare Modernization Act of 2003, and to higher growth in thelower cost
categories of low-income children and adults, the average cost per Medicaid client for FY 2006-07 is
actualy lower than it wasin FY 2002-03. The following table provides a five-year history of average
cost-per-client.

FY 02-03 FY 03-04 FY 04-05 FY 05-06 FY 06-07
Actual Actual Actual Actual Approp.
Medical Service Cost Per Capita $5,044.88 $5,080.22 $4,700.29 $4,962.33 $4,887.95

Percent Change (3.00% 0.7% (7.5)% 5.6% (1.5%

Indigent Care Program
The Safety Net Provider Payment, the Children's Hospital Clinic Based Indigent Care, and the Pediatric

Speciality Hospital line items provide direct or indirect funding to hospitals and clinics that have
uncompensated costs from treating approximately 179,129 under-insured or uninsured Coloradans
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through the Indigent Care Program. The Indigent Care Program is not an insurance program, or an
entitlement program. Because thisis not an entitlement program, funding for this program is based on
policy decisions passed at the state and federal level and is not directly dependent on the number of
individuals served or the cost of the services provided. The mgjority of the funding for this programis
fromfederal sources. Statefundsfor the program comethrough General Fund appropriationsand through
certifying qualifying expenditures at public hospitals (these are cash fund exempt appropriations).

In FY 2003-04, through the Medicare Upper Payment Limit (UPL) financing mechanism, the State was
able to increase funding for the program by approximately $23.3 million. In FY 2004-05, funding for
private hospital s participating in the program was cut by $6.2 million total funds. However, because the
State received approval fromthe U.S. Centersfor Medicare and Medicaid Services (CMS) to changethe
methodology by which the UPL financing was calculated, the total fund appropriation for the program
actually increased by $8.1 million associated with recouping prior year payments. In FY 2005-06, total
funding for the program increased by $28.7 million. The increase was due to restoring the $6.2 million
for private hospitalsthat was cut in the prior year, increasing funding for pediatric speciality hospitals by
$5.5million, and accessing an additional $17 millioninavailableMedicare UPL funding. For FY 2006-
07, funding for existing programs s anticipated to increase by $11.2 million total funds. In addition to
thisincrease, anincrease of $15.0 million will beavailablefor additional indigent care coststhrough S.B.
06-044. The table on the following page provides a five-year funding history for the Indigent Care
Program.

FY 02-03 FY 03-04 FY 04-05 FY 05-06 FY 06-07

Actual Actual Actual Actual Approp.
Safety Net Provider Payments’ $233,394,276 $255,976,646 $264,013,206 $287,296,074 $296,188,630

Children's Hospital Clinic Based

Indigent Care 6,119,760 6,119,760 6,119,760 6,119,760 6,119,760
Pediatric Speciality Hospital 0 0 0 5,452,134 7,732,072
Medically Indigent Program $0 $0 $0 $0 $14,262,663
Total $239,514,036 $262,096,406 $270,132,966 $298,867,968 $324,303,125
General Fund 14,663,540 13,555,006 12,492,364 18,362,593 19,500,662
Cash Fund Exempt 104,535,651 115,400,000 122,574,119 131,071,391 149,782,232
Federal Funds 120,314,845 133,141,400 135,066,483 149,433,984 155,020,231
Total funding percent increase n/a 9.43% 3.07% 10.64% 8.51%

/1 Prior to FY 2003-04, the safety net provider payments were contained in severa line itemsin the Long Bill. These line items were
consolidated in FY 2003-04 into the "safety net provider payment” lineitemin order to simplify appropriations and the methodol ogy used
to distribute the funding. For purposes of thistable, the FY 2001-02 and FY 2002-03 appropriations have been consolidated to match the
new methodology used beginning in FY 2003-04.

New Programs Under Amendment 35
In November 2004, the voters passed Amendment 35 to the Colorado Constitution which increased the
taxes on tobacco productsin order to expand severa health care programs. During the 2005 Legidative
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Session, the General Assembly passed H.B. 05-1262 to implement the provisions of Amendment 35.
Specifically, H.B. 05-1262 created the Comprehensive Primary Careprogram. Thisprogramwill provide
additional funding to qualifying providers with patient casel oads that are at least 50 percent uninsured,
indigent, or enrolled in the Medicaid or Children's Basic Health Plan programs. For FY 2005-06, the
amount of funding available for this program was $44.1 million. Funding in FY 2005-06 included
tobacco tax revenues that were collected in both FY 2004-05 and FY 2005-06. In FY 2006-07, funding
for this program will decrease to $32.9 million. The decrease solely reflects the fact that program will
have only twelve months of revenuein FY 2006-07 instead of the 18 months of revenue collections that
were available in FY 2005-06. Funding for this program is solely from the increase in tobacco taxes;
there are no matching federal funds available for this program.

Children'sBasic Health Plan

The Children's Basic Health Plan (CBHP) was originally implemented in 1997 to provide health care
insurance to children from families at or below 185 percent of the federal poverty level. A 65 percent
federal match is available for the program. Since its passage in 1997, a number of expansions to the
program have occurred. InFY 2002-03, the program was expanded to include adult pregnant women up
to 185 percent of thefederal poverty level. However, dueto budget constraintsin FY 2003-04, the adult
prenatal program was suspended for the entire year and no new enrollment was accepted into the
children's program beginning in November 2003. In FY 2004-05, the cap was lifted on the children's
caseload and the adult prenatal program was reinstated.

In November 2004 the voters approved Amendment 35 to the Colorado Constitution, which increased
the taxes on tobacco products in order to expand severa health care programs. During the 2005
Legidlative Session, the General Assembly passed H.B. 05-1262 to implement the provisions of
Amendment 35. Among other changes, H.B. 05-1262 increased eligibility for the Children'sBasic Health
Plan for both children and women up to 200 percent of the federal poverty level (approximately $38,700
for afamily of four in 2006). Additionally, H.B. 05-1262 allowed casel oad growth over the FY 2003-04
level to be funded through Amendment 35 monies and allowed for increased marketing activities to
further expand caseload enrollment. The following table provides a five-year funding history for the
Children's Basic Health Plan medical and dental costs.

FY 02-03 FY 03-04 FY 04-05 FY 05-06 FY 06-07

Actual Actual Actual Actual Approp.
Medical Services $51,548,754 $51,777,408 $52,000,289 $65,919,891 $70,371,177
Dental Services 5,649,083 5,405,336 5,084,701 5,368,921 5,913,659
Total Service Costs $57,197,837 $57,182,744 $57,084,990 $71,288,812 $76,284,836
Cash Fund Exempt 20,167,514 20,114,345 20,059,529 25,305,261 26,824,539
Federal Funds 37,030,323 37,068,399 37,025,461 45,983,551 49,460,297
Total funding percent increase n/a -0.03% -0.17% 24.88% 7.01%
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The following table provides afive year history of the caseload served by the Children's Basic Health
Plan. The number of children in the traditional caseload is anticipated to decrease in FY 2006-07 from
the FY 2005-06 level once the elimination of the Medicaid asset test occurs and some of the children
currently eligible for the CBHP program become eligible for the Medicaid program.

FY 02-03 FY 03-04 FY 04-05 FY 05-06 FY 06-07
Actual Actual Actual App.* Approp.

Children's Traditional Caseload 49,216 46,694 41,101 42,547 38,635
Children’ s Expansion Casel oad n/a n/a n/a 1,630 3,955
Traditionally Eligible Adult Prenatal Member
Months up to 185% FPL 4,779 1,428 6,684 1,428 1,428
Amendment 35 Eligible Adult Prenatal Member
Months up to 200% FPL and above FY 2003-04
Enrollment n/a n/a n/a 13,019 17,508

* At the time this section was written, final FY 2005-06 caseload was still be developed. The CBHP program uses retroactive casel oad
reporting therefore, fina caseload numbers are not available until several months after the close of the fiscal year.

Department of Human Services M edicaid-Funded Programs

Many programsin the Department of Human Services (DHS) qualify for Medicaid funding. Thefederal
government requiresthat one state agency receive all federal Medicaid funding. Therefore, the state and
federa funding for al DHS programs that qualify for Medicaid funding is first appropriated in the
Department of Health Care Policy and Financing and then transferred to the Department of Human
Services (as cash funds exempt). A five-year funding history for the DHS Medicaid related programsis
provided in the table on the following page.

FY 02-03 FY 03-04 FY 04-05" FY 05-06 FY 06-07
Actual Actual Actual Actual Approp.

Expenditures $529,215,363 $567,683,764 $420,876,735 $429,711,475 $404,911,178

Annual Percent Increase -0.5% 7.3% -25.9% 2.1% -5.8%

Themajority of thisdecrease relatesto the transfer of Medicaid mental health services from this section to the newly created
Medicaid Mental Health Community Programs section.

Summary of Major Legislation

v S.B. 06-044: (Hagedorn/Green) This bill increases digibility into the medically indigent
program to clients with incomes up to 250 percent of the federal poverty level. The bill creates
the Health Care Services Fund and requires that the General Assembly appropriate $14,962,408
into thisfund from the General Fund in each year for FY 2005-06, FY 2007-08, FY 2008-09 and
FY 2009-10. In FY 2005-06, this bill reduces the appropriation for the Children’s Hospital,
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Indigent Care Program by a total of $29,924,816. Of this amount, $14,962,408 is from the
General Fund and $14,962,408 isfrom federal funds. Thebill then appropriatesthe General Fund
savings of $14,962,408 into the Health Care Services Fund asrequired by thebill. For FY 2006-
07, the bill appropriates $14,962,408 from the Health Care Services Fund to the Health Care
ServicesFund programto beused to increaseeligibility intothe Medically Indigent Care Program
as specified in the bill.

v S.B. 06-128 (Owen/Riesberg): Thishill directs a non-profit organization to submit a proposal
to the Department for apilot program to improvethe overall quality of carereceived by Medicaid
recipientswith disabilities. The proposed pilot program must be submitted to the Department by
September 1, 2006. The bill contains atotal fund appropriation of $126,780 and 1.0 FTE to the
Department for the administrative expenses involved in evaluating and implementing the pilot
program. Of this amount, $45,070 is cash funds exempt from the Coordinated Care for People
with Disabilities Fund (whose revenue source is interest earnings from the Breast and Cervical
Cancer Fund) and $81,710 is matching federal funds.

v S.B. 06-129 (K eller/Buescher): Thisbhill clarifiesthat non-administrative programsthat qualify
for federal participation under Title X1X of theU.S. Social Security Act shall be onthe cash basis
of accounting. Thebill resultsin aone-time savings of $5,643,341in FY 2005-06 resulting from
moving the Nurse Home Visitor and School Based Services Programs from accrual accounting
to cash accounting. Of thisamount, $2,821,670 is cash fundsexempt and $2,821,671 ismatching
federal funds.

v S.B. 06-131 (Tochtrop/M cFadyen): This bill requires the Department to conduct a feasibility
study for anew pricing model for class| nursing facilities. The bill aso requiresthat each class
| nursing facility’s reimbursement rate be at least 85 percent of the statewide average for FY
2006-07. However, aprovider’sreimbursement rate is limited to a 10 percent increase over its
current rate. Finally, the bill removes the 8 percent limit on health care services costs for class
| and class V nursing facilities for FY 2006-07. The bill contains atotal fund appropriation of
$2,376,406. Of thisamount, $1,188,203 is from the General Fund and $1,188,203 is matching
federal funds.

v S.B. 06-165 (Hagedor n/Gar dner): Thishill authorizesthe Department to adopt rulesthat would
eliminate the requirement for in-person medical consultation for telemedicine services under the
Medicaid program. The bill aso requires the Department to establish a pilot program using
telemedicine for the treatment of patients with chronic conditions. The bill appropriates atotal
of $433,757 and 1.0 FTE for theinitial administrative and services costsrequired under the bill’s
provisions. Of thisamount, $203,558 is General Fund and $230,199 is matching federal funds.

v S.B.06-208 (Hanna/L arson): Thishill establishesthe Blue Ribbon CommissiononHealth Care
Reform for the purpose of studying and establishing health care reform modelsto expand health
care coverageand to decrease health care costs. InFY 2005-06, thebill reducesthe appropriation
for the Children’s Hospital, Indigent Care Program by a total of $200,000. Of this amount,
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$100,000 isfrom the General Fund and $100,00 isfrom federal funds. The General Fund savings
is then placed into Health Care Reform Cash Fund to be available for appropriation to the
Department of Regulatory Agencies, Division of Insurance, to provide funding for the Blue
Ribbon Commission as outlined in the bill. See the Department of Regulatory Agencies for
additional information.

v S.B. 06-219 (Keller/Jahn): This bill reorganizes and amends statutes relating to all programs
administered by the Department. The bill clarifies and transfers administrative responsibilities
between the Department and the Department of Human Services for county administration, and
the Home Care Allowance and Adult Foster Care Program. The bill decreases the total
appropriations to the Department of Health Care Policy and Financing by $7,319,962. Of this
amount, 10,485,986 is a decrease from the General Fund and $3,166,024 is an increase in cash
funds exempt. The bill also decreases the appropriations to the Department of Human Services
by atotal of $19,996,252. Of thisamount $10,485,986 is an increase to the General Fund that is
offset by a decrease to cash funds exempt of $30,482,238.

v H.B.06-1270 (Merrifield/Gordon): Thishill creates ademonstration project in the Department
of Health Care Policy and Financing to authorize public school personnel to perform éligibility
determinationsfor theMedicaid program. Thebill containsatotal fund appropriation of $59,532
and 1.0 FTE in FY 2006-07 for the administrative costs associated with developing the
demonstration project. Of thisamount, $29,766 is General Fund and $29,766 ismatching federal
funds.

v H.B. 06-1310 (Buescher/Owen): Thishill simplifiesthe distribution of fundsfrom the Tobacco
Litigation Settlement Cash Funds to the various programs authorized to receive such funding.
Thehill eliminatesatotal of $23,595,753 in double counted appropriations from the Department
of Health Care Policy and Financing. For more information on this bill, see the Department of
Public Health and Environment briefing.

v H.B. 06-1395 (Buescher/Keller): This bill established the Psychiatric Residential Treatment
Facility (PRTF) whichwill beeligibleto earnfedera medicaid revenuefor childrenplacedin out-
of-home settings. The bill appropriated $5.8 million General Fund, and matching federal funds
to the Department of Health Care Policy and Financing that was exempt from the 6.0 percent limit
pursuant to the definition of a"requirement of federal law." For more information on this bill,
see the Department of Human Services Briefing on child welfare issues.

v H.B. 05-1086 (Plant/Tapia): Reinstated Medicaid eligibility for optional legal immigrants on
January 1, 2005. During the 2003 Legidlative Session, the General Assembly passed S.B. 03-176,
which eliminated Medicaid coverage for legal immigrants considered "optiona” under federal
law. Dueto legal chalenges, S.B. 03-176 was not anticipated to be implemented until January
2005. However, with the passage of Amendment 35 to the Colorado Constitution in November
2004, additional funding became available to expand Medicaid éligibility to individuals not
currently covered under the law. The General Assembly passed H.B. 05-1086 to repeal S.B. 03-
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176 and to fund the optional legal immigrant popul ation with moneys from the new tobacco tax
revenues authorized by Amendment 35. For FY 2004-05, House Bill 05-1086 appropriated $3.8
million to the Department of Health Care Policy to fund legal immigrants from January 1, 2005
through June 30, 2005. Thisamount is net of a reduction of $838,528 to the General Fund and
increases of $2.5 million from the Health Care Expansion Fund and $2.2 million federal funds.
Because this bill was passed before the 2005 Long Bill, the FY 2005-06 appropriation for legal
immigrants is contained within the Long Bill (05-209) appropriations.

v H.B. 05-1131 (Cloer/Tochtrop): Allows alicensed facility, or the patient's family, to return
unused, individually packaged medication to apharmacist to be redi spensed to another patient of
thefacility. House Bill 05-1131 also allows pharmacists to accept and distribute medicationsto
nonprofit organizations that provided medical care. Finally, the bill requires that pharmacists
reimburse the Department of Health Care Policy and Financing for the cost of medications that
the Department has paid if the medications are available to be dispensed to another person.

v H.B. 05-1243 (Jahn/Johnson): Allows Medicaid recipients who are enrolled in a Home- and
Community-based Services (HCBS) waiver to receive servicesthrough aconsumer-directed care
servicemodedl. Additionally, thebill specifiesthat certain professional licensing requirementsdo
not apply to a person who is directly employed by an individual participating in the consumer-
directed care service model and who is acting within the scope and course of such employment.

v H.B. 05-1262 (Boyd/Hagedorn): Implements Section 21 of Article X of the Colorado
Constitution, concerning taxes on tobacco products, that was adopted by vote of the citizens of
the Statein November 2004. House Bill 1262 expanded eligibility for the Medicaid and Children
Basic Health Plan. Under the provisions of the bill, (1) the Medicaid asset test was eliminated,
(2) Medicaid dligibility was expanded to up to 60% FPL for low income adults; (3) CBHP
eligibility was expanded to up to 200% FPL for children and pregnant women; and (4) Medicaid
waiver sots for disabled children were increased.

v S.B. 04-177(Gor don/Hefley): Established the"Home- and Community-based Services(HCBS)
for Children with Autism Act" and required the Department of Health Care Policy and Financing
to seek the federal authorization necessary to implement the act.

v S.B. 04-206( M cElhany/Witwer): Required the Department to submit afederal waiver to add
a hospice care benefit to the Medicaid program for children.

v H.B. 04-1219 (Witwer/Reeves): Added community transition services to the Home- and
Community-Based Servicesfor theElderly, Blind, and Disabled program, and provided that such
servicesshall not exceed $2,000 per eigible person per year unless authorized by the Department
of Health Care Policy and Financing.

v S.B. 03-11(Hagedorn/Spradley): Required the generic drug equivalent of a brand-name drug
to be prescribed in the Medicaid program if the generic drug is a therapeutic equivalent to the
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brand-name drug and authorized the Department of Health Care Policy and Financing to adopt
rulesto allow for amail order prescription drug program.

v S.B. 03-196 (Teck/Witwer): Changed the method of accounting for certain Medicaid services
from an accrual basisto acash basis. This change resulted in one-time savingsin FY 2002-03.

v H.B. 02-1155 (Clapp/Owen): Expanded the Children's Basic Health Plan (CBHP) to include
prenatal and postpartum care for pregnant women who are not Medicaid eigible. Covers
pregnant women whoseincomesare between 134-185 percent of thefederal poverty level; covers
postpartum carefor 60 days after the birth of the child; automatically enrollsthe child, upon birth
in the CBHP; exempts a pregnant woman from paying the CBHP annual enrollment fee.

v H.B. 02-1292 (Clapp/Reeves): Repealedtherequirement that 75 percent of Colorado's Medicaid
clients be served in managed care and instead requires the state managed care system to be
implemented to the extent possible. Provided that for capitation payments effective after July 1,
2003, Managed Care Organizations shall certify that its contract rates are sufficient to assure the
MCO'sfinancial stability and providesthat certification by aqualified actuary shall beconclusive
evidence that the Department has cal culated the capitation payment correctly.

v S.B. 2301-12 (Reeves/Spradley): Expanded the Colorado Medicaid program to include a
Medicaid treatment benefit for qualifying low-income women screened through the Centers for
Disease Control system for breast and cervical cancer.

v S.B.00-128 (L acy/Dean): Established acase-mix system of reimbursement for Medicaid nursing
facilities. Also suspended the 8.0 percent cap on the reimbursement for increases in health care
servicescostsduring thefirst two yearsthat the case-mix adjusted reimbursement isimplemented.
HB 02-1497 furthered suspended the 8.0 percent cap on the reimbursement until a
recommendation could be made by a statutorily created committee regarding the implementation
of the cap again. In addition, HB 02-1497 repealed the QCIP and ResQUIP programs.

v H.B. 98-1325 (Owen/Rizzuto): Child Health Insurance. Madetechnical changesto allow the
Statetoimplement the new federal program, the State Children'sHealth Insurance Program (Title
XXI) in FY 1997-98.

v S.B. 97-101 (Rizzuto/Owen): Medicaid for School Districts. Allowed school districts to
receive federal Medicaid funds based on the school district's certified funds match.

v H.B. 93-1317 (Anderson/Rizzuto): Creation of Department - Restructuring of Health and
Human Services. Restructured the former Departments of Institutions, Health, and Social
Services to form the Departments of Health Care Policy and Financing, Human Services, and
Public Health and Environment.
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Major Funding Changes FY 2005-06 to FY 2006-07

The following table shows the major funding changes for the Department of Health Care Policy and
Financing.

Department of Health Care Policy and Financing (all programs)

Total General Cash Cash Funds
Funds Fund/1 Funds Exempt Federal Funds FTE
FY 2006-07 Appropriation:
FY 2005-06 Appropriation $3,256,303,708  $1,363,690,096 $741,183 $333,073,353 $1,558,799,076 2134

Medical Service Division (Major Long Bill adjustments)
Medicaid base adjustments 68,947,254 (6,227,987) 0 40,822,984 34,352,257 0.0

Medicaid provider rate increases 51,498,686 25,235,641

o

513,702 25,749,343 0.0

Other Medicaid Premium
changes (11,503,776) (285,790) 0 (12,101,774) 883,788 0.0

Mental Health Division (Major Long Bill adjustments)

Medicaid Mental Health
changes 13,507,786 5,446,146 0 571,054 7,490,586 0.0

Indigent Care Division (Major Long Bill adjustments)

Increase to Safety Net Provider
Payments 8,892,556 514,136 0 3,932,142 4,446,278 0.0

Children's Basic Health Plan
base cost adjustments 4,901,153 0 0 1,504,209 3,396,944 0.0

Pediatric Speciality Hospital
Increase 2,279,938 623,933 0 516,036 1,139,969 0.0

Technical changesto the
Indigent Care Division (26,625,019) (16,446,372) (53,670) (10,095,837) (29,140) (1.0

Other Medical Services Division (Major Long Bill adjustments)

Medicare Modernization Act

State Contribution Payment 45,050,624 45,050,624 0 0 0 0.0
Increase to the Old Age Pension

Medical Program 976,180 0 0 976,180 0 0.0
School-based services 352,607 0 0 183,122 169,485 0.0
Family Medicine Residency

Training Program 127,056 63,528 0 0 63,528 0.0
Technical changesto the Other

Medical Services Division 7,828,378 0 0 5,006,707 2,821,671 0.0
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Department of Health Care Policy and Financing (all programs)

Total General Cash Cash Funds
Funds Fund/1 Funds Exempt Federal Funds FTE

Department of Human Services Medicaid Programs Division

Department of Human Services
Medicaid Programs (35,313,708) (17,572,099) 0 449,570 (18,191,179) 0.0

Executive Director's Division
County transportation 612,734 306,367 0 0 306,367 0.0

HIPAA national provider
identifier 581,862 141,101 0 6,109 434,652 0.0

Salary, benefits and staffing
adjustments 983,875 290,286 0 12,185 681,404 5.7

Other issues in Executive
Director's Office Division (870,712) (197,169) 3,446 (495,401) (181,588) 4.6

Special Legidation
Sum of al 2006 Legislation

adding appropriations (2,704,882) (3,950,639) 0 (5421,680) 6,667,437 4.0
TOTAL FY 2006-07 $3,385,826,300 $1,396,681,802 $690,959 $359,452,661 $1,629,000,878  226.7
Increase/(Decr ease) $129,522,592 $32,991,706 ($50,224)  $26,379,308 $70,201,802 13.3
Percentage Change 4.0% 2.4% -6.8% 7.9% 4.5% 6.2%

Medicaid base adjustments: The FY 2006-07 appropriation contained a total fund increase of $68.9
million to fund the forecasted Medicaid caseload and cost estimates. This item represents the annual
change needed each year to serve the medical needs of the Medicaid population before policy or law
changes. In March 2006, the casel oad forecast was anticipated to increase from 399,710 in FY 2005-06
t0 429,222 in FY 2006-07 (7.4 percent increase). However, overall cost-per-clients was anticipated to
decrease by from $5,002.74 in FY 2005-06 to $4,912.58 in FY 2006-07 (1.8% decrease). The main
reasons for the decrease in the overall cost-per-client included annualizing the impact of the Medicare
M odernization Act of 2003 and continued casel oad growth in low-income adult and children populations
(which has the affect of lowering the overall average cost-per-client). The Medicaid base adjustments
for FY 2006-07 are discussed in greater detail in the issue section of this briefing.

Medicaid provider rateincreases. TheFY 2006-07 appropriation contained a$51.5 million total fund
provider rateincreasefor certain Medicaid providers. Theamount of therate increases varied greatly by
different provider classes. Therefore, thisitem is discussed in greater detail in the footnote and issue
section of this briefing.
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Other Medicaid Premium changes. The FY 2006-07 appropriation also made technical changes that
resulted in a decrease of $11.5 million total funds. Most of these changes related from eliminating a
double count of certified funds, allowing Denver Health to certify costs for outstationing activities in
order to draw down federal funds to offset some of their costs, anticipated savings from implementing
some of the State Auditor'sfindings regarding the drug rebate program and from increasing audits of the
single entry point agencies.

Medicaid Mental Health changes: The FY 2006-07 appropriation included a total fund increase of
$13.5 million for mental healthissues. Greater detail about this change can befound in the staff briefing
on Menta Health for the Departments of Human Services and Health Care Policy and Financing.

Increase to Safety Net Provider Payments: The FY 2006-07 appropriation included a total fund
increase of $8.9 million to provide a 3.0 percent increase to the federal funds available to reimburse
public hospitalsfor the uncompensated care that they provideto indigent clients. The appropriation also
provided a4.0 percent increaseto the General Fund and federal fundsavailableto reimbursement private
hospitals for the uncompensated care that they provide to indigent clients.

Children'sBasic Health Plan base cost adjustments. TheFY 2006-07 appropriation included atotal
fund increase of $4.9 million to fund the caseload growth and cost-per-client increasesin the Children's
Basic Health Plan. Greater detail about this change can be found in the staff briefing on the Children's
Basic Health Plan issue briefing.

Pediatric speciality hospital: The FY 2006-07 appropriation included an increase of $2.3 million total
fundsto provide additional funding to compensate pediatric specialty hospitals for the disproportionate
share of Medicaid and Children's Basic Health Plan children that are served by this hospital.

Technical changesto the Indigent Care Divison: The FY 2006-07 appropriation contained a total
fund decrease of $26.6 million in other changes to the Indigent Care Division. These changes include
the following: (1) adecrease of $15.0 million General Fund to reflect a one-year decrease of the amount
of General Fund Exempt that must be deposited into the Colorado Health Services Fund; (2) adecrease
of $2.0 million General Fund to the amount deposited into the Children's Basic Health Plan Trust Fund,
and (3) a decrease of $11.2 million cash funds exempt to the Primary Care Fund Program to reflect a
decrease in tobacco tax revenue available for that program. These decreases are offset by a total fund
increase of approximately $1.5 million to reflect appropriations that must be made to different funds
pursuant to the requirements of H.B. 05-1262.

MedicareM oder nization Act StateContribution Payment: TheFY 2006-07 appropriation contained
an General Fund increase of $45.1 million General Fund to annualize the State Contribution Payment
required by the Medicare Modernization Act (otherwise known as the clawback). In FY 2005-06 only
Six payments were required under the MMA; however, in FY 2006-07 atotal of 12 payments will be
made. In addition, the appropriation reflects the inflationary and caseload estimates required for the
payment as well as the phase down factor allowed by the MMA. This appropriation was partially offset
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by a decrease in the Medicaid base adjustments. Thisissueisdiscussed in greater detail in the footnote
and issue section of this briefing.

Increase to the Old Age Pension Medical Program: The FY 2006-07 appropriation included an
increase of $976,180 cash funds exempt to appropriate additional funds available in the Supplemental
Old Age Pension Health and Medica Care Fund to the Old Age Pension (OAP) State Medical Program.
At thetimetheappropriation wasmade, the OAP Medical Program'’s casel oad was anticipated toincrease
from 5,343 clientsin FY 2005-06 to 5,989 clientsin FY 2006-07 (an increase of 12.1 percent). Because
thisisacapped program, casel oad growth resultsin fewer benefits begin availableto the digible clients.
The appropriation uses some of the fund balance currently in the Supplemental Old Age Pension Health
and Medical Care Fund in order to help maintain benefitsfor the anticipated casel oad growth. Thisissue
isdiscussed in greater detail in the footnote and issue section of this briefing.

School-based services. TheFY 2006-07 appropriation included an increase of $352,607 total fundsto
reflect an increasein anticipated servicesto Medicaid eligible children dueto the elimination of the caps
for the Children'sExtensive servicesWaiver and for the Children'sHome and Community-Based Services
Waiver Program.

Family MedicineResidency Training Program: TheFY 2006-07 appropriation includes an increase
of $127,056 funding for the nine family medicine residency programs in the state. This increase is
reflected as a cash funds exempt transfer in the Commission of Family Medicine's budget.

Technical changestotheOther Medical ServicesDivision: TheFY 2006-07 appropriation also makes
the following technical changes. (1) contains an increase of $5.6 million to adjust for one-time savings
that occurred in FY 2005-06 when the accounting methodol ogy for the Nurse Home Visitor and Public
School Health Services programs was changed to cash accounting; (2) includes an increase of $2.6
million to reflect the amount of Tobacco Tax Cash fund that istransferred to the General Fund pursuant
to H.B. 05-1262; and (3) includes a decrease of $395,143 to eliminate a double counted appropriation
related to the Autism Treatment Fund.

Department of Human ServicesMedicaid Programs. The FY 2006-07 appropriation containsatotal
fund decrease of $17.6 million to the Department of Human Services Medicaid funded programs. This
reduction was mainly the result of aloss of Medicaid funding for residential treatment centers and was
offset by increasesin other program areas. The Department of Human Services Medicaid programs are
discussed in other staff briefings for the Department of Human Services.

County transportation: TheFY 2006-07 appropriation transferred county transportation funding from
the Department of Human Services Medicaid Programs Division in order to consolidate county
transportation funding into one line item. The appropriation aso provided a 2.67 percent inflationary
increase for transportation services.

HIPAA national provider identifier: The FY 2006-07 appropriation included a total funds increase
of $581,862 in order to implement the new federal rules under the Health Insurance Portability and
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Countability Act of 1996 (HIPAA) which requires that all health providers obtain a national provider
identifier number by 2007.

Salary, benefits and staffing adjustments. The FY 2006-07 appropriation contained an increase of
$983,875 total funds for salary survey, health, life and dental benefits, short-term disability, workers
compensation and to annualize the costs of prior year legislation. The appropriation also included an
increase of 5.7 FTE and associated funding to restore some of the FTE and funding cuts that were taken
from the Department's administration funding during the budget reduction years.

Other issuesin theExecutive Director'sOffice Division: TheFY 2006-07 appropriation also included
funding reductionsrel ated to eliminate one-timefunding associated with eliminating prior year legislation
and policy directives and for medical identification cards. These reductions were partially offset with
increases for the prescription drug rebate program, the Medicaid Management Information System
reprocurement process, nursing facility appraisals, a physician rate disparities study, and other audit,
inspection and operating adjustments.

Special Legislation: In addition to the appropriation changes in the Long Bill, the General Assembly
also passed eight bills that contained FY 2006-07 appropriations for the Department of Health Care
Policy and Financing. Thetotal sum of these appropriation adjustmentswas areduction of $2.7 million
total funds to the Department. A list and description of each of these billsisfound on pages 8 through
10 of this briefing packet.
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FY 2007-08 Budget Briefing
Department of Health Care Policy and Financing
Change Requests: Decision Items

Division: Description
Priority [Statutory Authority] GF CF CFE FF Total FTE

1|Medical Service Premiums $53,959,687 ($38,256) $19,753,332 | $75,751,403 | $149,426,166 0.00

anticipated number of clients who will be served in FY 2007-08 and the cost of
providing medical services to those clients. The Department currently projects an
increase in caseload of 5.7 percent. The Department is also projecting an increase
in overall per-capita spending of 2.3 percent. Therefore, the total increase
projected for the base change to medical services premiums is an estimated
increase of 7.1 percent. This item is discussed in greater detail in the issue section
of this briefing.

Sections 25.5-4-104 (1), and 25.5-5-101 (1), C.R.S. (2006)

Medicaid Community Mental Health Services, multiple line items $5,088,974 $0 ($1,857,803) $6,950,481 $10,181,652 0.00

N

Estimated base increase for mental health services based on caseload and capitation
projections. This decision item is discussed in the Mental Health Briefing.

Sections 25.5-5-308, C.R.S. (2006); 25.5-5-408, C.R.S. (2006); 25.5-5-411, C.R.S.
(2006)

wW

Indigent Care Program, Children's Basic Health Plan, multiple line items $4,481,968 $47,163 $7,598,277 | $14,023,499 | $26,150,907 0.00

Estimated base increase for medical and dental costs related to caseload growth
and the cost of services before any policy changes. This item is discussed in greater
detail in the issue section of this briefing.

Sections 25.5-8-105, C.R.S. (2006); 25.5-8-109, C.R.S. (2006); 25.5-8-107 (1) (a)
(1)-(11), C.R.S. (2006); 24-22-117 (2) (a) (I1) (A), C.R.S. (2006)

13-Dec-06 18 HCP--brf



FY 2007-08 Budget Briefing
Department of Health Care Policy and Financing
Change Requests: Decision Items

Division: Description
Priority [Statutory Authority] GF CF CFE FF Total FTE

4|Implementation of the Federal Deficit Reduction Act of 2005 & H.B. 06S-1023 $979,398 $0 $576,871 $1,475,694 $3,031,963 3.00
(Immigration Reform) -- Multiple Divisions and Line Items

Estimated costs for implementing the Deficit Reduction Act of 2005 and H.B. 06S-
1023. Both of these law changes require the Department to verify citizenship
before authorizing Medicaid benefits. In order to comply with these law changes,
the Department estimates additional costs for processing applications, revising
application materials, making changes to computer systems, instituting temporary
compliance procedures and conducting audits to insure citizenship is being verified
as required by the new rule changes. This item is discussed in greater detail in the
issue section of this briefing.

H.B. 06S-1023 (Sections 24-76.5-101 through 24-76.5-103); S.B. 06-219; Pub. L
109-171, Sec. 6036 (42 U.S.C. 1396b); and Pub. L. 104-193 (8 U.S.C. 1612).

Executive Director's Office, Commercial Lease Space $111,404 $0 $0 $111,404 $222,808 0.00

a1

This request is for additional commercial lease space to accommodate the
Department's current and projected FTE. This item is discussed in greater detail in
the issue section of this briefing.

Sections 24-1-107, C.R.S. (2006); 25.5-1-104 (2) and (4), C.R.S. (2006)

(2]

Provider Rate Increase, Multiple Divisions and Multiple Line Items $7,009,313 $0 $138,113 $7,065,306 | $14,212,732 0.00

This request is to provide rate increases to maintain inpatient hospital rates at 90%
of Medicare's rates; increase reimbursement to single entry point agencies; increase
rates for medical procedures and services which are paid below cost or have not
received a rate increase over an extended period of time; and to provide an increase
for county administration and administrative case management payments. This
issue is discussed in greater detail in the footnote report section of this briefing as
well as in the issue section of this briefing.

Sections 25.5-4-104 (1), C.R.S. (2006) and 25.5-5-101 (1), C.R.S. (2006)
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FY 2007-08 Budget Briefing
Department of Health Care Policy and Financing
Change Requests: Decision Items

Division: Description
Priority [Statutory Authority] GF CF CFE FF Total FTE

7|Executive Director's Office, Non-Emergency Transportation Services $732,398 $0 $0 $732,398 $1,464,796 0.00

This request seeks additional funding for non-emergency transportation services
due to increases in contractor and county costs to administer the program. The
adequacy of the non-emergency transportation appropriation first became an issue
in FY 2005-06. Staff also anticipates that a January supplemental will be
submitted on this issue.

Section 25.5-5-202 (1) (s) (1) (2), C.R.S. (2006)

oo

Executive Director's Office, Multiple Line Items, Processing Applications
within Guidelines $38,737 $0 $26,367 $87,703 $152,807 4.00

On September 20, 2006, the Joint Budget Committee provided initial approval to
the Department for a 1331 supplemental to increase their FTE by 4.0 positions and
the corresponding operating costs in order to comply with federal guidelines for
processing Medicaid and CBHP applications. This decision item reflects
annualized costs of this decision for FY 2007-08 that is not included in the current
appropriated base.

Sections 25.5-4-205 (1) (a),C.R.S. (2006)

Executive Director's Office, Personal Services and Other Medical Services,
S.B. 97-101 Public School Health Services $0 $0 $0 $184,520 $184,520 0.00

[{e)

This request is a technical correction on how the funding for the Public School
Health Services program is shown in order to be in compliance with a federal CMS
audit of the program. The technical adjustment eliminates a double counted
transfer of funds to the Department of Education for its administrative oversight of

Section 25.5-5-318 (8) (a), C.R.S. (2006)
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FY 2007-08 Budget Briefing

Department of Health Care Policy and Financing

Change Requests: Decision Items

Priority

Division: Description
[Statutory Authority]

GF

CF

CFE

FF

Total

FTE

10

Multiple Divisions and Line Items

This requests transfers a total of $22,705,084 of administrative costs from the
Medical Services Premiums line items into different line items in the Executive
Director's Office. This decision item would consolidate all administrative costs in
the EDO Division. Currently, costs for disease management and single entry points
are contained in the Medical Services Premiums line items. These costs are mainly
administrative in nature and the Department believes that they should be more
accurately reflected by transferring them from the Medical Services Premiums line
item to the Executive Director's Office.

Section 26-4-104 C.R.S. (2005)

$0

$0

$0

$0

$0

0.00

11

Other Medical Services, Services for Old Age Pension State Medical Program
Clients

The Department requests that all of the fund balance remaining in the Old Age
Pension State Medical Care Fund at the end of FY 2006-07 be appropriated in FY
2007-08 in order to alleviate some of the $1.2 million reduction that will occur
without this decision item. With this decision item the reduction in FY 2007-08
will only be approximately $500,000.

Sections 25.5-2-101 (2), C.R.S. (2006); 24-22-117 (1) © (I1), C.R.S. (2006)

$0

$0

$725,468

$0

$725,468

0.00

12

Executive Director's Office, Personal Services and Indigent Care Program
Primary Care Fund Program

FHID ILETTIT TEYUEDLW UldL $19,£VUVU UE UdidIeiicu Ul uie riitidly wdie rutiu
Program line item into the Department's Personal Services line item. The funding
is being transferred in order to conduct an audit of the Primary Care Fund program.
The funding is cash funds exempt from the Primary Care Fund. Because this
decision is a transfer of funds from the program line item, no new funding is
needed for the audit.

Section 25.5-3-102, et seq., C.R.S. (2006)

$0

$0

$0

$0

$0

0.00
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FY 2007-08 Budget Briefing
Department of Health Care Policy and Financing
Change Requests: Decision Items

Division: Description
Priority [Statutory Authority] GF CF CFE FF Total FTE
13|Executive Director's Office, Personal Services $0 $0 $0 $0 $0 12.80

This item is a technical request to increase the appropriated full-time equivalent
(FTE) count of the Department by 12.8, without a corresponding increase in
appropriated funding. The Department believes that 12.8 FTE can be absorbed
within the Department's existing resources; therefore, no new funding is requested
with this decision item.

Section 24-1-107, C.R.S. (2006); 25.5-1-104 (2) and (4), C.R.S. (2006)

Total Decision Items $72,401,879 $8,907 $26,960,625 | $106,382,408 | $205,753,819 19.8
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FY 2007-08 Budget Briefing

Department of Health Care Policy and Financing
Change Requests: Base Reductions Items

Priority

Division: Description
[Statutory Authority]

GF

CF

CFE

FF

Total

FTE

1

Executive Director's Office, Hospital and Federally Qualified
Health Clinic Audits and Medical Services Premiums

The Department requests an additional $131,350 for more audits
of hospitals and FQHCs. The Department offsets this increase by
a decrease in Medical Services Premiums of $497,147. Based on
FY 2005-06 audits, each $1 spent on auditing activities achieved
$2.72 in savings for desk audits and $5.00 in savings for onsite
audits.

Sections 25.5-4-401 (1) (a), C.R.S. (2006); 25.5-4-402, C.R.S.
(2006); and 25.5-5-408 (1) (d), C.R.S. (2006)

($182,898)

$0

($182,899)

($365,797)

0.0

N

Executive Director's Office, Drug Utilization Review

The Department requests a technical adjustment to this line item t
(1) reflect a reduction of $84,832 due to lower contract costs and
(2) a technical adjustment to fund splits to match the anticipated
federal financial participation for this program.

Section 25.5-5-506, C.R.S. (2006)

($18,458)

$0

($66,347)

($84,305)

0.0

Total Base Reduction Items

($201,356)

$0

($249,246)

($450,602)

0.0
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FY 2006-07 Budget Briefing
Department of Health Care Policy and Financing
Change Requests: Non-prioritized Items

Item Description
Number GF CF CFE FF Total FTE

1|DHS - Regional Centers Staffing Shortfalls $239,391 $0 $0 $239,392 $478,783 0.0

Funding to address staffing shortfalls and DD Regional
Centers. See DHS briefings for more detail.

2|DHS -Division of Youth Corrections Contract Placements $268,157 $0 $0 $268,157 $536,314 0.0

Funding for additional youth contract placements. See DHS
briefings for more detail.

3|DHS-Provide Resources to Specific Populations $1,719,641 $0 $0 $1,719,640 $3,439,281 0.0

This request adds additional funding for DD services. See
DHS briefings for more detail.

4|DHS Facilities Management Operating Funds $105,732 $0 $0 $105,732 $211,464 0.0

This request is for additional funding for direct care facilities.
See DHS briefings for more detail.

5/|DHS CBMS-EDS Annual Contract Increase $66,712 $0 $8,519 $67,172 $142,403 0.0

This request is for additional funds for the CBMS Contract.
See DHS briefings for more detail.

6|DHS-Child Welfare Services Block Increase $191,597 $0 $0 $191,596 $383,193 0.0

This increase is for more funding for the child welfare block
grant. See DHS briefings for more detail.
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FY 2006-07 Budget Briefing

Department of Health Care Policy and Financing
Change Requests: Non-prioritized Items

Item
Number

Description

GF

CF

CFE

FF

Total

FTE

7

DHS - OITS Disaster Recovery

This request adds funding an OITS Disaster Recovery support
FTE. See DHS briefings for more detail.

$1,567

$0

$0

$1,567

$3,134

0.0

[

DHS-Provider Rate Increase of 2.0%

Provider Rate increase for DHS providers. See DHS briefings
for more detail.

$2,822,367

$0

$10,510

$2,832,877

$5,665,754

0.0

©

DPHE -Implementation of H.B. 065-1023

Implements immigration reform legislation. This decision iten
is reflected in the Executive Director's Office, DPHE Facility
Survey and Certification line item in this briefing document.

$68

$0

$0

$67

$135

0.0

10

DHS-Division of Mental Health

Adjusts funding for the Mental Health and Alcohol and Drug
Abuse Services, Residential Treatment for Youth line item.
See DHS briefings for more detail.

$0

$0

($196,348)

($196,348)

($393,696)

0.0

11

DHS - CBMS Hardware-Disaster Recovery

This request adjusts funding for CBMS. See DHS briefings
for more detail.

$91,452

$0

$11,679

$92,084

$195,215

0.0
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FY 2006-07 Budget Briefing

Department of Health Care Policy and Financing
Change Requests: Non-prioritized Items

Item Description
Number GF CF CFE FF Total FTE

12(DHS-Vehicle Replacement State-wide $11,112 $0 $0 $11,111 $22,223 0.0
This request is a common policy adjustment for vehicles in the
Department of Human Services. See DHS briefings for more
detail.

13(DHS-Multi-use Network Payment Statewide ($729) $0 $0 ($729) ($1,458) 0.0
This request makes common policy adjustments to the multi-
use network. See DHS briefings for more detail.

14 $22,238 $0 $0 $22,237 $44,475 0.0
DHS-HIPAA Security Remediation Maintenance Costs
This request adds additional funding for HIPAA Security
Remediation. See DHS briefings for more detail.

15|Commission on Family Medicine $100,000 $0 $0 $100,000 $200,000 0.0
This request is for additional funding for the Commission on
Family Medicine. See the Commission on Family Medicine
for more detail.
Total Non-Prioritized Items $5,639,305 $0 ($166,140) $5,454,055 $10,927,220 0.0

Department's Total Change Requests
Decision Items $72,401,879 $8,907 $26,960,625 $106,382,408 $205,753,819 19.80
Base Reduction Items ($201,356) $0 $0 ($249,246) ($450,602) 0.00
Non-prioritized Item Requests $5,639,305 $0 ($166,140) $5,454,055 $10,927,220 0.00
TOTAL CHANGE REQUESTS $77,839,828 $8,907 $26,794,485 $111,587,217 $216,230,437 19.80
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
Department of Health Care Policy and Financing
Overview of Numbers Pages

The Department of Health Care Policy and Financing'sFY 2007-08 request is$247.0 million ($103.2million
General Fund) higher than the FY 2006-07 appropriation. The following table shows the total increase
reflected in the November request.

Requested Changes FY 2006-07 to FY 2007-08
Category Total GF & GFE" CF CFE FF

FY 2006-07

Appropriation $3,385,826,300 | $1,396,681,802 $690,959 | $359,452,661 | $1,629,000,878
FY 2007-08

Request $3,632,784,577 | $1,499,926,277 $700,190 | $381,802,874 | $1,750,355,236
Increase $246,958,277 $103,244,475 $9,231 $22,350,213 $121,354,358
Percent Change 7.3% 7.4% 1.3% 6.2% 7.5%

/1 This amount includes General Fund Exempt amounts which are detailed in the number pages that follow.

The Department's change requests (technical changes, decision items, non-prioritized items, and base
reduction items) total $103.2 millionin additional General Fund spending. The majority of the General Fund
increase, $54.0 million, isfor Medicaid casel oad growth and medical cost increases. Another $18.4 million
(17.8%) of the General Fund increase is related to other decision items that the Department has submitted
including provider rate increases. Approximately $5.6 million of the General Fund increasesis related to
Medicaid programs administered by the Department of Human Services. Finaly, $25.4 million of the
General Fund increaseis related to technical adjustmentsincluding $15.0 million for the Colorado Health
Services Fund (S.B. 06-044), $6.2 million to annualize provider rate increases that beginin April 2007, and
$4.2 million in other technical budget adjustments (including common policy and prior year legislation
annualization). These increases are offset by a reduction of $0.2 million General Fund related to base
reduction items.

FY 2007-08 I ncreases Detail
Category Total GF & GFE CF CFE FF
Technical Changes $30,727,817 $25,404,597 $324 ($4,444,272) $9,767,168
Decision Items $205,753,819 $72,401,879 $8,907 $26,960,625 $106,382,408
Base Reductions ($450,629) ($201,356) $0 $0 ($249,273)
Non-Prioritized $10,927,220 $5,639,305 $0 ($166,140) $5,454,055
Total Increases $246,958,227 $103,244,425 $9,231 $22,350,213 $121,354,358

Thetablesonthe next pages provides abreakdown the Department's change requests by division. Following
those tables are the Department's number pages (a breakdown of the Department's request by Long Bill line
item).
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Health Care Policy and Financing
Number Page Summary -- Budget Request for FY 2006-07 and FY 2007-08 -- By Division

Source: November 1st Submittal

FY 2006-07 FY 2006-07 Difference FY 2007-08 Difference % Difference %
Appropriation Estimate Est. - App Request from FY 06-07 App Difference from FY 06-07 Est. Difference
Executive Director's 87,278,411 87,953,170 674,759 114,924,027 27,645,616 31.7% 26,970,857 30.79%
FTE 226.7 230.7 4.0 246.70) 20.0 8.8% 16.0 6.9%
General Fund 29,131,557 29,334,070 202,513 42,183,244 13,051,687 44.8% 12,849,174 43.8%
Cash Funds 422,375 422,375 0 422,375 0 0.0% 0 0.0%
Cash Funds Exempt 5,197,296 5,237,737 40,441 6,733,653 1,536,357 29.6% 1,495,916 28.6%
Federal Funds 52,527,183 52,958,988 431,805 65,584,755 13,057,572 24.9% 12,625,767 23.8%
Medical Services Premiums 2,111,287,559 2,133,114,030 21,826,471 2,265,503.653 154,216,094 7.3%) 132,389,623 6.29%
General Fund & GFE 996,821,857, 1,008,548,589 11,726,732 1,052,721,290 55,899,433 5.6% 44,172,701 4.4%
Cash Funds 76,512 38,256 (38,256) 38,256 (38,256) -50.0% 0 0.0%
Cash Funds Exempt 55,563,806 53,890,163 (1,673,643) 75,455,251 19,891,445 35.8% 21,565,088 40.0%,
Federal Funds 1,058,825,384 1,070,637,022 11,811,638 1,137,288,856 78,463,472 7.4% 66,651,834 6.2%
Medicaid Mental Health 211,550,200 213,857,211 2,307,011 234,006,933 22,456,733 10.6% 20,149,722 9.4%
General Fund 87,803,777 93,518,980 5,715,203 99,030,292 11,226,515 12.8% 5,511,312 5.9%

Cash Funds 0 0 0 0 0

Cash Funds Exempt 33,783,245 24,678,208 (9,105,037) 31,925,442 (1,857,803) -5.5% 7,247,234 29.4%
Federal Funds 89,963,178, 95,660,023 5,696,845 103,051,199 13,088,021 14.5% 7,391,176 7.7%
Indigent Care Program 444,110,702 444,231,712 121,010 481,414 434 37,303,732 8.4%) 37,182,722 8.4%
General Fund & GFE 20,016,698 20,016,698 0 39,450,963 19,434,265 97.1% 19,434,265 97.1%
Cash Funds 192,072 192,072 0 239,559 47,487 24.7% 47,487 24.7%
Cash Funds Exempt 216,365,831 216,420,725 54,894 220,088,008, 3,722,177 1.7% 3,667,283 1.7%
Federal Funds 207,536,101 207,602,217 66,116 221,635,904 14,099,803 6.8% 14,033,687 6.8%
Other Medical Services 126,688,250 126,688,250 0 126,530,465 (157,785) -0.1% (157,785) -0.1%
General Fund 74,396,494 74,396,49 0 75,094,573 698,079 0.9% 698,079 0.9%

Cash Funds 0 (El 0 0 0 n/a 0 n/a
Cash Funds Exempt 34,354,864 34,354,86 0 33,599,972 (754,892) -2.2% (754,892) -2.2%
Federal Funds 17,936,892 17,936,892 0 17,835,920 (100,972) -0.6% (100,972) -0.6%
DHS Programs 404,911,178 384,917,406 (19,993,772) 410,405,015 5,493,837 1.4%) 25,487,609 6.6%9
General Fund 188,511,419 178,713,261 (9,798,158) 191,445,865 2,934,446 1.6% 12,732,604 7.1%

Cash Funds 0 0 0 0 0 n/aj 0 n/a
Cash Funds Exempt 14,187,619 13,991,27;‘ (196,348) 14,000,548 (187,071) -1.3% 9,277 0.1%
Federal Funds 202,212,140 192,212,87 (9,999,266) 204,958,602, 2,746,462 1.4% 12,745,728 6.6%
DEPARTMENT TOTAL 3,385,826,300 3,390,761,779 4,935,479 3,632,784,527 246,958,227 7.3%) 242,022,748 7.1%
FTE 226.70 230.70) 4.0 246.7 20.0 8.8% 16.0 6.9%
General Fund & GFE 1,396,681,802 1,404,528,092 7,846,290 1,499,926,227] 103,244,425 7.4% 95,398,135 6.8%
Cash Funds 690,959 652,703 (38,256) 700,190 9,231 1.3% 47,487 7.3%
Cash Funds Exempt 359,452,661 348,572,968 (10,879,693) 381,802,874 22,350,213 6.2% 33,229,906 9.5%
Federal Funds 1,629,000,878 1,637,008,016 8,007,138 1,750,355,236 121,354,358 7.4% 113,347,220 6.9%
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Department of Health Care Policy Financing
Overview of the Number Pages -- Bullet List of Change Requests by Division

General Fund

Department's Request (Source 11/1/2006 Request) FTE General Fund Exempt Cash Funds Cash Funds Exempt Federal Funds Total Funds

Executive Director's Office (EDO)

FY 2006-07 Current Appropriation 226.7 $29,131,557 $0 $422,375 $5,197,296 $52,527,183 $87,278,411
* T-1 Annualization Budget Adjmnts 0.2 (274,335) 0 0 (150,738) (989,818) (1,414,891)
* 7.2 Annualize of Prior Year Leg. 0.0 (272,184) 0 0 (17,550) (388,687) (678,421)
* T-3 OSPB Common Policy Adj. 0.0 641,534 0 0 22,092 286,295 949,921
* T-4 Department Issue Not Classified 0.0 79,269 0 0 25,854 122,169 227,292
* D-4 Immigration Reform Implementatior 3.0 971,116 0 0 569,938 1,460,788 3,001,842
* D-5 Commercial Lease Space 0.0 111,404 0 0 0 111,404 222,808
* D-6 Provider Rate Increases 0.0 254,003 0 0 0 254,002 508,005
* D-7 Contract Increase for County Trans. 0.0 732,398 0 0 0 732,398 1,464,796
* D-8 Applications Exceeding Guidelines 4.0 38,737 0 0 26,367 87,703 152,807
* D-9 Public School Correction 0.0 0 0 0 0 384,520 384,520
* D-10 Transfer Admin from MSP to EDO 0.0 10,722,460 0 0 985,194 10,997,430 22,705,084
* D-12 Audit of Primary Care Fund 0.0 0 0 0 75,200 0 75,200
* D-13 FTE Correction 12.8 0 0 0 0 0 0
* BRI -1 Hospital/FQHC Audits 0.0 65,675 0 0 0 65,675 131,350
* BRI -2 Decrease Drug Utilization 0.0 (18,458) 0 0 0 (66,374) (84,832)
* NPI # 13 -- Immigration Reform 0.0 68 0 0 0 67 135

Subtotal -- Department FY 2007-08 EDO Request 246.7 $42,183,244 $0 $422,375 $6,733,653 $65,584,755 $114,924,027

Increase from Current Appropriation 20.0 $13,051,687 $0 $0 $1,536,357 $13,057,572 $27,645,616

% Increase from Current Appropriation 8.11% 30.94% n/a n/a 22.82% 19.91% 24.06%
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Department of Health Care Policy Financing
Overview of the Number Pages -- Bullet List of Change Requests by Division

General Fund

Department's Request (Source 11/1/2006 Request) FTE General Fund Exempt Cash Funds Cash Funds Exempt Federal Funds Total Funds

Medical Services Premiums (MSP)

FY 2006-07 Current Appropriation 0.0 $740,721,857 $256,100,000 $76,512 $55,563,806 $1,058,825,384 $2,111,287,559
* T-1 Annualization Budget Adjmnts 0.0 6,208,125 0 0 0 6,208,125 12,416,250
* T-2 Annualize of Prior Year Leg. 0.0 (54,005) 0 0 985,194 931,188 1,862,377
* D-1 Medical Services Base Adjustment 0.0 53,959,687 0 (38,256) 19,753,332 75,751,403 149,426,166
* D-4 Immigration Reform Implementatior 0.0 1,349 0 0 0 7,456 8,805
* D-6 Provider Rate Increases 0.0 6,755,310 0 0 138,113 6,811,304 13,704,727
* D-10 Transfer Admin from MSP to EDO 0.0 (10,722,460) 0 0 (985,194) (10,997,430) (22,705,084)
* BRI - 1 Hospital/FQHC Audits 0.0 (248,573) 0 0 0 (248,574) (497,147)

Subtotal -- Department FY 2007-08 MSP Request 0.0 $796,621,290 $256,100,000 $38,256 $75,455,251 $1,137,288,856 $2,265,503,653

Increase from Current Appropriation 0.0 $55,899,433 $0 ($38,256) $19,891,445 $78,463,472 $154,216,094

% Increase from Current Appropriation n/a 7.55% 0.00% -50.00% 35.80% 7.41% 7.30%

Mental Health Division (this division is covered in a separate staff briefing -- shown here for information purpose only)

FY 2006-07 Current Appropriation 0.0 $87,803,777 $0 $0 $33,783,245 $89,963,178 $211,550,200
*  D-2 Mental Health Caseload & Capitation Increase 0.0 11,226,515 0 0 (1,857,803) 13,088,021 22,456,733

Subtotal -- Department FY 2007-08 MH Request 0.0 $99,030,292 $0 $0 $31,925,442 $103,051,199 $234,006,933

Increase from Current Appropriation 0.0 $11,226,515 $0 $0 ($1,857,803) $13,088,021 $22,456,733

% Increase from Current Appropriation n/a 12.79% n/a n/a -5.50% 14.55% 10.62%

Indigent Care Program (ICP)

FY 2006-07 Current Appropriation 0.0 $19,500,662 $516,036 $192,072 $216,365,831 $207,536,101 $444,110,702
* T-1 Annualizations & Revenue Changes 0.0 0 (54,636) 324 (3,882,825) 0 (3,937,137)
* T-2 Bill Annualization 0.0 0 15,000,000 0 74,992 68,854 15,143,846
* D-3 CBHP Caseload and Cost Changes 0.0 4,481,968 0 47,163 7,598,277 14,023,499 26,150,907

D-4 CBHP Immigration Reform Costs 0.0 6,933 0 0 6,933 7,450 21,316
* D-12 Audit of Primary Care Program 0.0 0 0 0 (75,200) 0 (75,200)

Subtotal -- Department FY 2007-08 ICP Request 0.0 $23,989,563 $15,461,400 $239,559 $220,088,008 $221,635,904 $481,414,434

Increase from Current Appropriation 0.0 $4,488,901 $14,945,364 $47,487 $3,722,177 $14,099,803 $37,303,732

% Increase from Current Appropriation n/a 23.02% 2896.19% 24.72% 1.72% 6.79% 8.40%
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Department of Health Care Policy Financing

Overview of the Number Pages -- Bullet List of Change Requests by Division

General Fund

Department's Request (Source 11/1/2006 Request) FTE General Fund Exempt Cash Funds Cash Funds Exempt Federal Funds Total Funds

Other Medical Services (OMS)

FY 2006-07 Current Appropriation 0.0 $74,396,494 $0 $0 $34,354,864 $17,936,892 $126,688,250
* T-1 Annualizations Revenues 0.0 598,079 0 0 (1,480,360) (972) (883,253)
* D-9 Federal Audit Correction 0 0 0 0 (200,000) (200,000)
* D-11 Use OAP Medical Fund Balance 0 0 0 725,468 0 725,468
* NPI - 15 Commission on Family Medicine 0.0 100,000 0 0 0 100,000 200,000

Subtotal -- Department FY 2007-08 OMS Request 0.0 $75,094,573 $0 $0 $33,599,972 $17,835,920 $126,530,465

Increase from Current Appropriation 0.0 $698,079 $0 $0 ($754,892) ($100,972) ($157,785)

% Increase from Current Appropriation n/a 0.94% n/a n/a -2.20% -0.56% -0.12%

DHS Medicaid Programs (DHS) (this division is discussed in separate staff briefings -- shown for information purposes only)

FY 2006-07 Current Appropriation 0.0 $188,511,419 $0 $0 $14,187,619 $202,212,140 $404,911,178
* T-1 Annualization Budget Adjustments 0.0 3,532,750 0 0 (20,931) 3,530,014 7,041,833
* D-2 Mental Health Caseload & Capitation Increase 0.0 (6,137,541) 0 0 0 (6,137,540) (12,275,081)
* NP #1-#8 & #10-#14 {See DHS Briefings} 0.0 5,539,237 0 0 (166,140) 5,353,988 10,727,085

Subtotal -- Department FY 2007-08 DHS Request 0.0 $191,445,865 $0 $0 $14,000,548 $204,958,602 $410,405,015

Increase from Current Appropriation 0.0 $2,934,446 $0 $0 ($187,071) $2,746,462 $5,493,837

% Increase from Current Appropriation n/a 1.56% n/a n/a -1.32% 1.36% 1.36%

Department Total

FY 2006-07 Current Appropriation 226.7 $1,140,065,766 $256,616,036 $690,959 $359,452,661 $1,629,000,878 $3,385,826,300
* EDO Adjustment Subtotal 20.0 13,051,687 0 0 1,536,357 13,057,572 27,645,616
* Msp Adjustment Subtotal 0.0 55,899,433 0 (38,256) 19,891,445 78,463,472 154,216,094
* MHP Adjustment Subtotal 0.0 11,226,515 0 0 (1,857,803) 13,088,021 22,456,733
* icp Adjustment Subtotal 0.0 4,488,901 14,945,364 47,487 3,722,177 14,099,803 37,303,732
* oms Adjustment Subtotal 0.0 698,079 0 0 (754,892) (100,972) (157,785)
* DHs Adjustment Subtotal 0.0 2,934,446 0 0 (187,071) 2,746,462 5,493,837

TOTAL HCPF FY 2007-08 Request 246.7 $1,228,364,827 $271,561,400 $700,190 $381,802,874 $1,750,355,236 $3,632,784,527

Increase from Current Appropriation 20.0 $88,299,061 $14,945,364 $9,231 $22,350,213 $121,354,358 $246,958,227

% Increase from Current Appropriation 8.82% 7.75% 5.82% 1.34% 6.22% 7.45% 7.29%
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FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 Change
Actual Actual Appropriation Request Req. #

Department of Health Care Policy and Financing
Executive Director: Steve Tool

(Primary Functions: Administration of Medicaid, the Colorado Indigent Care Program, S.B. 00-71 Comprehensive Primary and Preventative Care
Grant Program, Old Age Pension Health and Medical Fund Services, and the Children's Basic Health Plan).

(1) Executive Director's Office

(Primary Functions: Provides all of the administrative, audit and oversight functions for the Department.)

Personal Services/1 12,795,241 13,785,054 15,362,691 16,579,738 Dl #s4,8
FTE 202.8 212.4 226.7 246.7 9,12, & 13
General Fund 5,358,465 5,641,891 6,493,748 7,044,442 T#1 &2
General Fund Exempt 96,464 281 0 0
Cash Funds Exempt 110,984 541,735 506,203 618,538
Federal Funds 7,229,328 7,601,147 8,362,740 8,916,758
Health, Life, and Dental 411,229 520,256 629,640 877,922 T-#3
General Fund 190,929 334,973 272,418 385,020
Cash Funds Exempt 1,990 17,112 11,294 27,462
Federal Funds 218,310 168,171 345,928 465,440
Short-term Disability 15,992 16,354 14,888 18,090 T-#3
General Fund 7,439 7,305 6,173 8,080
Cash Funds Exempt 57 525 458 499
Federal Funds 8,496 8,524 8,257 9,511

S.B. 04-257 Amortization Equalization

Disbursement 0 24,391 96,544 168,509 T-#3
General Fund 0 10,889 38,697 75,261
Cash Funds Exempt 0 855 3,043 4,644
Federal Funds 0 12,647 54,804 88,604
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FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 Change
Actual Actual Appropriation Request Req. #
1
Salary Survey and
Senior Executive Service 248,845 394,534 459,483 566,815 T-#1& 3
General Fund 112,580 172,506 198,893 254,461
Cash Funds Exempt 1,393 8,260 11,087 15,628
Federal Funds 134,872 213,768 249,503 296,726
Performance-based Pay Awards 136,130 0 0 126,818 T-#3
General Fund 61,418 0 0 56,613
Cash Funds Exempt 795 0 0 3,527
Federal Funds 73,917 0 0 66,678
Worker's Compensation 44,667 39,404 42 834 44831 T-#3
General Fund 22,334 19,702 21,417 22,416
Federal Funds 22,333 19,702 21,417 22,415
Operating Expenses 812,837 978,207 1,020,609 1,003,887 DI#4 &8
General Fund 403,153 446,865 493,252 485,035 T-#1,2 &3
General Fund Exempt 0 25,366 0 0
Cash Funds Exempt 729 14,076 14,393 13,506
Federal Funds 408,955 491,900 512,964 505,346
Legal and Third Party Recovery
Legal Services 662,705 799,877 859,595 859,595 T-#3
General Fund 265,709 311,609 348,589 348,589
General Fund Exempt 0 25,000 0 0
Cash Funds 63,131 62,912 72,375 72,375
Cash Funds Exempt 1,759 306 5,945 5,945
Federal Funds 332,106 400,050 432,686 432,686
Administrative Law Judge Services 609,643 505,921 540,855 398,743 T-#3
General Fund 304,822 252,961 270,428 199,372
Federal Funds 304,821 252,960 270,427 199,371
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FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 Change
Actual Actual Appropriation Request Req. #
1
Computer Systems Costs 154,382 93,083 94,815 19,310 T-#3
General Fund 60,956 30,307 31,173 7,986
Cash Funds Exempt 16,235 16,235 16,235 3,337
Federal Funds 77,191 46,541 47,407 7,987
Payment to Risk Management and
Property Funds 58,795 21,976 58,143 78,288 T-#3
General Fund 29,398 10,988 29,072 39,144
Federal Funds 29,397 10,988 29,071 39,144
Capitol Complex Leased Space 339,179 332,915 344,022 361,021 T-#3
General Fund 169,590 166,458 172,011 180,511
Federal Funds 169,589 166,457 172,011 180,510
Commercial Leased Space 0 33,228 49,510 272,318 DI #5
General Fund 0 1,561 19,255 130,659
Cash Funds Exempt 0 15,053 5,500 5,500
Federal Funds 0 16,614 24,755 136,159
Transfer to the Department of Human
Services for Related Administration 73,120 69,784 74,564 74564 T#1
General Fund 36,560 34,892 37,282 37,282
Federal Funds 36,560 34,892 37,282 37,282
Medicaid Management Information
System Contract 21,076,845 21,737,076 23,185,837 22,937,942 T#1&?2
General Fund 5,187,882 5,214,619 5,486,108 5,442,455
Cash Funds Exempt 370,212 435,293 629,859 611,540
Federal Funds 15,518,751 16,087,164 17,069,870 16,883,947
Medicaid Management Information System
Reprocurement 9,450 429,770 740,100 382,800 T #1
General Fund 2,363 98,014 155,783 80,575
Cash Funds Exempt 0 4,490 7,771 4,019
Federal Funds 7,087 327,266 576,546 298,206
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FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 Change
Actual Actual Appropriation Request Req. #
CBMS Eligibility Audit-Transfer to State
Auditor 0 68,250 0 0
Cash Funds Exempt 0 34,125 0 0
Federal Funds 0 34,125 0 0
Medicare Modernization Act of 2003
CBMS Costs 0 190,128 0 0
General Fund 0 95,064 0 0
Federal Funds 0 95,064 0 0
HIPAA Web Portal Maintenance 510,804 314,345 312,900 312,900
General Fund 73,012 74,307 78,225 78,225
General Fund Exempt 23,889 5,213 0 0
Federal Funds 413,903 234,825 234,675 234,675
HIPAA National Provider Identifier
Assessment and Implementation 0 101,600 690,962 0 T-#1
General Fund 0 9,855 167,558 0
Cash Funds Exempt 0 1,067 7,255 0
Federal Funds 0 90,678 516,149 0
HIPAA Security Rule Implementation 58,755 0 0 0
General Fund 28,723 0 0 0
Cash Funds Exempt 458 0 0 0
Federal Funds 29,574 0 0 0
Medical
Identification Cards 54,483 103,263 190,892 190,892
General Fund 26,902 40,837 84,418 84,418
Cash Funds 679 0 0 0
Cash Funds Exempt 0 11,550 11,764 11,764
Federal Funds 26,902 50,876 94,710 94,710
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FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 Change
Actual Actual Appropriation Request Req. #
1
Department of Public Health and
Environment Facility Survey and
Certification 3,721,129 3,816,393 4,304,925 4,440,452 NP DI #9
General Fund 863,219 1,016,971 1,142,007 1,166,229 T-#3
Federal Funds 2,857,910 2,799,422 3,162,918 3,274,223
Acute Care Utilization Review 1,140,104 1,139,989 1,375,906 1,375,906
General Fund 284,777 284,713 344,703 344,703
Cash Funds Exempt 249 284 17,245 17,245
Federal Funds 855,078 854,992 1,013,958 1,013,958
Long-Term Care Utilization Review 1,295,715 1,518,061 1,744,966 1,744,966
General Fund 344,728 379,553 598,813 598,813
Cash Funds Exempt 0 38,429 38,429 38,429
Federal Funds 950,987 1,100,079 1,107,724 1,107,724
External Quality Review 889,149 808,077 812,193 812,193
General Fund 194,440 194,519 203,048 203,048
General Fund Exempt 28,214 7,500 0 0
Federal Funds 666,495 606,058 609,145 609,145
Drug Utilization Review 152,520 278,366 372,025 287,193 BRI #2
General Fund 38,130 69,591 90,256 71,798
Federal Funds 114,390 208,775 281,769 215,395
Mental Health External Quality Review 322,226 352,700 352,807 352,807
General Fund 80,557 80,675 88,202 88,202
General Fund Exempt 0 7,500 0 0
Federal Funds 241,669 264,525 264,605 264,605
Actuarial Analysis Payments for Transfer to
State Auditor's Office & MH Actuarial Serv 24,999 0 0 0
General Fund 12,500 0 0 0
Federal Funds 12,499 0 0 0
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FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 Change
Actual Actual Appropriation Request Req. #
1
Early and Periodic Screening,
Diagnosis, and Treatment Program 2,281,138 2,351,694 2,468,383 2,468,383
General Fund 1,140,569 1,175,847 1,234,192 1,234,192
Federal Funds 1,140,569 1,175,847 1,234,191 1,234,191
Nursing Facility Audits 1,094,796 1,095,396 1,097,500 1,097,500
General Fund 547,398 547,698 548,750 548,750
Federal Funds 547,398 547,698 548,750 548,750
Hospital and Federally Qualified
Health Clinic Audits 250,000 350,000 367,850 499,200 BRI #1
General Fund 125,000 175,000 183,925 249,600
Federal Funds 125,000 175,000 183,925 249,600
Disability Determination Services 974,743 1,163,662 1,173,662 1,173,662
General Fund 487,372 581,831 581,831 581,831
Cash Funds Exempt 0 0 5,000 5,000
Federal Funds 487,371 581,831 586,831 586,831
Nursing Home Preadmission and
Resident Assessments 1,010,040 1,009,481 1,010,040 1,010,040
General Fund 252,510 252,370 252,510 252,510
Federal Funds 757,530 757,111 757,530 757,530
Nurse Aide Certification 297,769 293,623 308,766 325343 T-#1
General Fund 136,041 0 0 148,020
Cash Funds Exempt 12,844 146,812 154,383 14,652
Federal Funds 148,884 146,811 154,383 162,671
Nursing Home Quality Assessment 26,954 0 0 0
General Fund 6,738 0 0 0
Federal Funds 20,216 0 0 0
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FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 Change
Actual Actual Appropriation Request Req. #
1
Nursing Facility Appraisals 0 0 279,746 0
General Fund 0 0 139,873 0
Federal Funds 0 0 139,873 0
Estate Recovery 541,822 627,588 700,000 700,000
Cash Funds 270,911 313,794 350,000 350,000
Federal Funds 270,911 313,794 350,000 350,000
Single Entry Point Administration 40,480 50,084 53,000 53,000
General Fund 20,240 25,042 26,500 26,500
Federal Funds 20,240 25,042 26,500 26,500
Single Entry Point Audits 0 40,030 112,000 112,000
General Fund 0 20,015 56,000 56,000
Federal Funds 0 20,015 56,000 56,000
S.B. 97-05 Enrollment Broker 875,756 875,756 942,784 942,784
General Fund 437,878 437,878 437,878 437,878
Cash Funds Exempt 0 0 33,514 33,514
Federal Funds 437,878 437,878 471,392 471,392
Department of Regulatory Agency In-
Home Support Review 0 0 6,000 4,000 T-#1
General Fund 0 0 3,000 2,000
Federal Funds 0 0 3,000 2,000
Primary Care Provider Rate Task Force
& Study 0 0 58,000 19,334 T-#1
General Fund 0 0 29,000 9,667
Federal Funds 0 0 29,000 9,667
County Administration 0 0 18,306,628 21,522,450 DI #4 &6
General Fund 0 0 5,435,396 6,513,502
Cash Funds Exempt 0 0 3,717,918 4,287,856
Federal Funds 0 0 9,153,314 10,721,092
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FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 Change
Actual Actual Appropriation Request Req. #
1
Administrative Case Management 0 0 1,593,624 1,625,496
General Fund 0 0 796,812 812,748
Federal Funds 0 0 796,812 812,748
H.B. 01-1271 Medicaid Buy-in 34,922 0 0 0
Federal Funds 34,922 0 0 0
Non-Emergency Transportation Services 3,450,394 5,577,485 5,068,722 6,149,959 DI#6 &7
General Fund 1,725,197 2,788,743 2,534,361 3,074,980
Federal Funds 1,725,197 2,788,742 2,534,361 3,074,979
Disease Management 0 0 0 4,949,482
General Fund 0 0 0 1,489,547
Cash Funds Exempt 0 0 0 985,194
Federal Funds 0 0 0 2,474,741
Single Entry Point Case Management 0 0 0 17,755,602
General Fund 0 0 0 9,232,913
Federal Funds 0 0 0 8,522,689
School District Eligibility Determination 0 0 0 227,292
General Fund 0 0 0 79,269
Cash Funds Exempt 0 0 0 25,854
Federal Funds 0 0 0 122,169
Request vs.
Appropriation
SUBTOTAL -- Executive Director's Office
Total Funds 56,497,758 61,907,801 87,278,411 114,924,027 31.68%
FTE 202.8 212.4 226.7 246.7 8.82%
General Fund 19,039,529 21,006,050 29,131,557 42,183,244 44.80%
General Fund Exempt 148,567 70,860 0 0 n/a
Cash Funds 334,721 376,706 422,375 422,375 0.00%
Cash Funds Exempt 517,705 1,286,207 5,197,296 6,733,653 29.56%
Federal Funds 36,457,236 39,167,978 52,527,183 65,584,755 24.86%

(2) Medical Service Premiums
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FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 Change
Actual Actual Appropriation Request Req. #

(Provides acute care medical and long-term care services to individuals eligible for Medicaic

Services for Supplemental Security

Income Adults 65 and Older (SSI 65+) $654,969,459 $687,311,637 $702,875,343 $737,473,264 DI #1
Medicaid Clients 35,615 36,219 37,036 37,284 T#1&2
Cost per Client $18,390.27 $18,976.55 $18,978.17 $19,779.89

Services for Supplemental Security

Income Adults 60 to 64 (SSI 60 - 64) $81,445,060 $88,683,525 $83,054,400 $97,181,356 DI #1
Medicaid Clients 6,103 6,048 6,241 6,271 T#1&?2
Cost per Client $13,345.09 $14,663.28 $13,307.87 $15,496.95

Services for Qualified Medicare
Beneficiaries (QMBs) and Special Low-

Income Medicare Beneficiaries (SLIMBS) $10,925,341 $13,944,292 $11,969,839 $16,645,209 DI #1
Medicaid Clients 9,572 11,012 12,570 13244 T#1 &2
Cost per Client $1,141.39 $1,266.28 $952.25 $1,256.81

Services for Supplemental Security

Income Disabled Individuals $551,039,900 $560,232,378 $565,398,822 $587,883,559 DI #1
Medicaid Clients 47,626 47,565 48,447 48,854 T#1 &2
Cost per Client $11,570.15 $11,778.25 $11,670.46 $12,033.48

Services for Categorically Eligible Low-

Income Adults $194,070,452 $203,325,773 $236,513,840 $240,061,862 DI #1
Medicaid Clients 56,453 57,754 63,127 65,174 T#1&?2
Cost per Client $3,437.73 $3,520.55 $3,746.64 $3,683.40

Services for Expansion Low-

Income Adults $0 $0 $12,152,639 $14,954,815 DI #1
Medicaid Clients 0 0 4,850 6,067 T#1 &2
Cost per Client $0.00 $0.00 $2,505.70 $2,464.94
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FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 Change
Actual Actual Appropriation Request Req. #
1
Services for Baby Care Program Adults $41,751,434 $36,737,621 $37,957,337 $49,435,196 DI #1
Medicaid Clients 6,110 5,050 4,890 5828 T#1&2
Cost per Client $6,833.30 $7,274.78 $7,762.24 $8,482.36
Services for Breast and Cervical Cancer
Treatment Clients $2,490,572 $3,367,952 $5,109,417 $12,674,622 DI #1
Traditional Medicaid Clients 86 188 223 340 T#1 &2
Cost per Client $28,960.14 $17,914.64 $22,912.18 $37,278.30
Services for Categorically Eligible
Children $297,794,919 $301,049,408 $336,500,118 $387,466,707 DI #1
Traditional Medicaid Clients 220,592 213,600 228,438 244291 T#1&?2
Cost per Client $1,349.98 $1,409.41 $1,473.05 $1,586.09
Services for Categorically Eligible
Foster Children $47,460,303 $52,533,574 $57,892,689 $55,779,720 DI #1
Traditional Medicaid Clients 15,669 16,311 17,091 17,385 T#1 &2
Cost per Client $3,028.93 $3,220.75 $3,387.32 $3,208.50
Services for Non-Citizens $38,527,331 $52,223,406 $61,863,115 $75,436,042 DI #1
Traditional Medicaid Clients 4,976 5,959 6,309 7,390 T#1 &2
Cost per Client $7,742.63 $8,763.79 $9,805.53 $10,207.85
Reversion Not Spread to Aid Catagories $0 ($3,145,258) $0 $0
Change Request Total excluding DI #1
which is included in the caseload/ cost-per- DI#4,6 & 10;
client detail above $0 $0 $0 ($9,488,699) BRI #1
Request vs.
SUBTOTAL -- Medical Services Appropriation
Premiums 1,920,474,771 1,996,264,308 2,111,287,559 2,265,503,653 7.30%
General Fund 935,078,890 714,906,453 740,721,857 796,621,290 7.55%
General Fund Exempt 0 261,300,000 256,100,000 256,100,000 0.00%
Cash Funds 0 0 76,512 38,256 -50.00%
Cash Funds Exempt 30,699,080 23,713,210 55,563,806 75,455,251 35.80%
Federal Funds 954,696,801 996,344,645 1,058,825,384 1,137,288,856 7.41%

(3) Medicaid Mental Health Community Programs
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FY 2004-05

Actual

FY 2005-06
Actual

FY 2006-07
Appropriation

FY 2007-08
Request

Change
Req. #

1

(Primary Functions: Mental health programs for Medicaid eligible clients. This division is discussed in a separate briefing and is shown only as a division subtotal.

Request vs.
Appropriation
SUBTOTAL -- Medicaid Mental Health
Community Programs 202,207,076 193,176,030 211,550,200 234,006,933 10.62%
General Fund 76,914,919 82,944,553 87,803,777 99,030,292 12.79%
General Fund Exempt 0 0 0 0 n/a
Cash Funds 0 0 0 0 n/a
Cash Funds Exempt 48,395,809 27,190,916 33,783,245 31,925,442 -5.50%
Federal Funds 76,896,348 83,040,561 89,963,178 103,051,199 14.55%

Line Item detail for this division is found in a separate staff briefing on Mental Health issues. This Division is impacted by Decision Item #2.

(4) Indigent Care Program

(Primary functions: Provides assistance to hospitals and clinics serving a disproportionate share of uninsured or underinsured populations, provides health insuranc
qualifying  children and pregnant women who are ineligible for Medicaid, and provides grants to providers to improve access to primary and preventive care for

population.

Safety Net Provider Payments
General Fund
Cash Funds Exempt
Federal Funds

The Children's Hospital, Clinic Based
Indigent Care
General Fund
Federal Funds

Pediatric Speciality Hospital
General Fund
Cash Funds Exempt
Federal Funds
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264,013,206

9,432,484
122,574,119
132,006,603

6,119,760
3,059,880
3,059,880
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287,296,074

12,576,646
131,071,391
143,648,037

6,119,760
3,059,880
3,059,880

5,452,134
2,726,067

0
2,726,067
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296,188,630

13,090,782
135,003,533
148,094,315

6,119,760
3,059,880
3,059,880

7,732,072
3,350,000

516,036
3,866,036

296,188,630

13,090,782
135,003,533
148,094,315

6,119,760
3,059,880
3,059,880

7,677,436
3,350,000

461,400
3,866,036
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FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 Change
Actual Actual Appropriation Request Req. #
General Fund Appropriation to Pediatric
Speciality Hospital 0 0 516,036 461400 T#1
General Fund Exempt 0 0 516,036 461,400
Appropriation from Tobacco Tax Fund to
General Fund 0 0 1,032,072 922,800 T#1
Cash Funds Exempt 0 0 1,032,072 922,800
Primary Care Fund 0 44,041,879 32,939,958 29,099,458
Cash Funds 0 (163) 0 0
Cash Funds Exempt 0 44,042,042 32,939,958 29,099,458
Children's Basic Health Plan Trust 21,157,946 29,431,057 192,072 4,728460 DI#3 &4
General Fund 3,296,346 2,000,000 0 4,488,901 T#1
Cash Funds 122,626 191,726 192,072 239,559
Cash Funds Exempt 17,738,974 27,239,331 0 0
Children's Basic Health Plan
Administration 4,229,706 5,273,572 5,521,207 5,535,590 DI #4
Cash Funds Exempt 664,075 747,996 2,465,634 2,472,567
Federal Funds 3,565,631 4,525,576 3,055,573 3,063,023
Children's Basic Health Plan Premium
Costs (Children & Pregnant Adults) 52,000,289 65,919,891 70,371,177 91,380,525 DI #3
Cash Funds Exempt 18,279,883 23,426,139 24,754,759 32,138,897 T #2
Federal Funds 33,720,406 42,493,752 45,616,418 59,241,628
Children's Basic Health Plan Dental
Costs 5,084,701 5,368,921 5,913,659 6,632,341 DI #3
Cash Funds Exempt 1,779,646 1,879,122 2,069,780 2,321,319 T #2
Federal Funds 3,305,055 3,489,799 3,843,879 4,311,022
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FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 Change
Actual Actual Appropriation Request Req. #
1
Comprehensive Primary and Preventive
Care Fund 2,566,401 2,604,927 0 0
Cash Funds Exempt 2,566,401 2,604,927 0 0
Comprehensive Primary and Preventive
Care Grants 2,566,401 2,604,927 2,621,651 2,668,034
Cash Funds Exempt 2,566,401 2,604,927 2,621,651 2,668,034
Medically Indigent Program 0 14,962,408 14,962,408 30,000,000
General Fund 0 14,962,408 0 15,000,000
Cash Funds Exempt 0 0 14,962,408 15,000,000
Request vs.
Appropriation
SUBTOTAL -- Indigent Care Program 357,738,410 469,075,550 444,110,702 481,414,434 8.40%
General Fund 15,788,710 35,325,001 19,500,662 38,989,563 99.94%
General Fund Exempt 0 0 516,036 461,400 -10.59%
Cash Funds 122,626 191,563 192,072 239,559 24.72%
Cash Funds Exempt 166,169,499 233,615,875 216,365,831 220,088,008 1.72%
Federal Funds 175,657,575 199,943,111 207,536,101 221,635,904 6.79%

(5) Other Medical Services

(This division provides funding for state-only medical programs including Home Care Allowance, Adult Foster Care, and Old-Age Pension Medical Program. The

funds Medicaid programs for school-based services and the primary care physician incentive).

Home Care Allowance
General Fund
Cash Funds Exempt

Adult Foster Care

General Fund
Cash Funds Exempt
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FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 Change
Actual Actual Appropriation Request Req. #
1
Old Age Pension State Medical Program 9,999,321 14,426,967 14,262,663 13,780,951 DI #11
Cash Funds 9,999,321 0 0 0 T#1
Cash Funds Exempt 0 14,426,967 14,262,663 13,780,951
Tobacco Tax Transfer from General Fund to
the Old Age Pension State Medical Program 0 0 2,580,180 2,307,000 T #1
Cash Funds Exempt 0 0 2,580,180 2,307,000
University of Colorado Family Medicine
Residency Training 1,449,444 1,576,502 1,703,558 1,903,558 NPI #15
General Fund 724,722 788,251 851,779 951,779
Federal Funds 724,722 788,251 851,779 951,779
Enhanced Prenatal Care Training and
Technical Assistance 102,346 102,338 102,346 102,346
General Fund 51,173 51,169 51,173 51,173
Federal Funds 51,173 51,169 51,173 51,173
Nurse Home Visitor Program 2,877,898 2,419,685 3,010,000 3,010,000
Cash Funds Exempt 1,438,949 1,209,843 1,505,000 1,505,000
Federal Funds 1,438,949 1,209,842 1,505,000 1,505,000
Public School Health Services 20,232,638 18,646,352 31,535,961 31,334,989 DI #9
Cash Funds Exempt 10,056,485 9,249,432 16,007,021 16,007,021
Federal Funds 10,176,153 9,396,920 15,528,940 15,327,968
Colorado Autism Treatment Fund 0 32,093 0 0
Cash Funds Exempt 0 32,093 0 0
Medicare Modernization Act of 2003 Maintenance
of Effort Payment 0 31,461,626 73,493,542 74,091,621 T#1
General Fund 0 31,461,626 73,493,542 74,091,621
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FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 Change

Actual Actual Appropriation Request Req. #
1

Request vs.
Appropriation

SUBTOTAL -- Other Medical Programs 45,294,613 78,714,889 126,688,250 126,530,465 -0.12%
General Fund 10,877,213 41,871,833 74,396,494 75,094,573 0.94%
General Fund Exempt 0 0 0 0 n/a
Cash Funds 9,999,321 0 0 0 n/a
Cash Funds Exempt 12,027,082 25,396,874 34,354,864 33,599,972 -2.20%
Federal Funds 12,390,997 11,446,182 17,936,892 17,835,920 -0.56%

(6) Department of Human Services Medicaid

(Primary functions: This division reflects the Medicaid funding utilized by the Department of Human Services. The Medicaid dollars appropriated to that Departnr
first appropriated in this division, then transferred as Cash Funds Exempt.). The line items in this division are discussed in other staff briefings. Therefore, only

subtotal information is included.

Request vs.
Appropriation

SUBTOTAL -- DHS Medicaid Programs 420,876,735 429,711,475 404,911,178 410,405,015 1.36%

General Fund 195,472,378 202,571,252 188,511,419 191,445,865 1.56%

General Fund Exempt 686,669 219,762 0 0 n/a

Cash Funds 0 0 0 0 n/a

Cash Funds Exempt 12,195,638 9,165,181 14,187,619 14,000,548 n/a

Federal Funds 212,522,050 217,755,280 202,212,140 204,958,602 1.36%
Note: This division is impacted by DI # 2, NP #1-8 & 10-14 and T-1.
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FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08 Change
Actual Actual Appropriation Request Req. #
Request vs.
Appropriation

TOTAL -- Department of Health Care

Policy and Financing (with Mental Health

& DHS programs) 3,003,089,363 3,228,850,053 3,385,826,300 3,632,784,527 7.29%
FTE 202.80 212.40 226.70 246.70 8.82%
General Fund 1,253,171,639 1,098,625,142 1,140,065,766 1,243,364,827 9.06%
General Fund Exempt 835,236 261,590,622 256,616,036 256,561,400 -0.02%
Cash Funds 10,456,668 568,269 690,959 700,190 1.34%
Cash Funds Exempt 270,004,813 320,368,263 359,452,661 381,802,874 6.22%
Federal Funds 1,468,621,007 1,547,697,757 1,629,000,878 1,750,355,236 7.45%

Note: The General Fund and General Fund Exempt percent change together equals 7.4%.

Request vs.
Appropriation

TOTAL -- Department of Health Care

Policy and Financing (w/o Mental Health

& DHS divisions) 2,380,005,552 2,605,962,548 2,769,364,922 2,988,372,579 7.91%
FTE 202.80 212.40 226.70 246.70 8.82%
General Fund 980,784,342 813,109,337 863,750,570 952,888,670 10.32%
General Fund Exempt 148,567 261,370,860 256,616,036 256,561,400 -0.02%
Cash Funds 10,456,668 568,269 690,959 700,190 1.34%
Cash Funds Exempt 209,413,366 284,012,166 311,481,797 335,876,884 7.83%
Federal Funds 1,179,202,609 1,246,901,916 1,336,825,560 1,442,345,435 7.89%

Note: The General Fund and General Fund Exempt percent change together equals 7.95% (this excludes the Mental Health & DHS Medicaid Funded programs)
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
Department of Health Care Policy and Financing
2006 L ong Bill Footnote Update

NOTE: The Department of Health Care Policy and Financing has atotal of 19 footnotesthat were
added to the FY 2006-07 Long Bill. Of the 19 footnotes, two are common to all departments, one
isapplicableto aprogram managed by the Department of Human Services, and theremaining 16
apply to this budget briefing. Last year, the Governor vetoed 10 of the 19 footnotes.

2 All Departments, Totals -- The General Assembly requests that copies of al reports
requested in other footnotes contained in thisact be delivered to the Joint Budget Committee
and the majority and minority leadership in each house of the General Assembly. Until such
time as the Secretary of State publishes the code of Colorado regulations and the Colorado
register in electronic form pursuant to section 24-4-103 (11) (b), C.R.S., each principal
department of the stateisrequested to produceitsrulesin an el ectronic format that issuitable
for public access through electronic means. Such rulesin such format should be submitted
to the Office of Legidative Legal Servicesfor publishing ontheInternet. Alternatively, the
Officeof Legislative Legal Services may providelinkson itsinternet web siteto such rules.
It isthe intent of the General Assembly that this be done within existing resources.

Comment: It is staff's understanding that the Department is complying with the
provision of thisfootnote to deliver reports to the majority and minority leadership.
Furthermore, the Department's rules can be accessed at the following web addresses:

° Http://www.chcpf .state.co.us/HCPF/ StateRul es/new T oc2.asp

° Http://mwww.chcpf.state.co.us/HCPF/titlexxi/StatePl an/rul es/rul esindex.asp.

3 All Departments, Totals -- Every Department is requested to submit to the Joint Budget
Committee information on the number of additional federal and cash funds exempt FTE
associated with any federal grantsor private donationsthat are applied for or received during
FY 2006-07. Theinformation should includethe number of FTE, the associated costs (such
as workers compensation, health and life benefits, need for additional space, etc.) that are
related to the additional FTE, the direct and indirect matching requirements associated with
the federal grant or donated funds, the duration of the grant, and a brief description of the
program and its goals and objectives.

Comment: This footnote was vetoed by the Governor on the basis that it violates the

separation of powers"inthat it isattached to federal fundsand private donations, which are
not subject to legidlative appropriation.”
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Although the Governor vetoesthisfootnote based on constitutional reasons, the Department
staff does respond to specific questions regarding grant and federal funding when asked by
staff. For example, staff requested that the Department provide an update on the how the
Federal Flexible Grant moniesthat the Department received in 2003 were expended and how
much funding remains unexpended at this time. The Department responded with the
following information.

The Department received atotal of $3.0 million from the Federal Flexible Grant moniesthat
was provided aspart of a State relief package passed by Congressin 2003. The Department
allocated the $3.0 million for two purposes. (1) $2.0 milliontoimproveaccessto dental care
for Medicaid and Children's Basic Health Plan children, and (2) $1.0 in devel opment funds
to enhance and expand consumer directed support programs.

The funding that was allocated for the expand dental services was fully expended by FY
2004-05. The Department had entered into an Interagency Agreement with the University
of Colorado Health Sciences Center, School of Dentistry. Pursuant to this agreement, the
Department transferred $2.0 million to the School of Dentistry that was used for the
following purposes. (1) provided additional dental equipment to the Lazarra Center for
Oral-Facia Hedlthat the Fitzssmmonscampus, (2) provided additional equipment for mobile
dental clinicsfor preventative careto support rural health centersand healthfairs; (3) provide
some direct care to uninsured low-income children or to low-income children (funding for
this program will be exhausted by December 2007).

For the Consumer Directed Support Program, the Department has used the funding as
follows.

FY 2004-05
The Department expended $117,430 for consulting services related to marketing, outreach
and training and for system changes for the program.

FY 2005-06
The Department expended $113,157 for informational and educational packets regarding
the program.

FY 2006-07
The Department plansto usetheremaining $769,413in FY 2006-07 for further devel opment
of training and education materials about the program and evaluation of the program.

It isstaff's understanding that the administration of the Federal Flexible Grant program was
done with existing staff resources as most of the funding was contracted out.
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Department of Health Care Policy and Financing, Executive Director's Office -- The
Department is requested to submit monthly Medicaid expenditure and caseload reports on
theMedical ServicesPremiums budget to the Joint Budget Committee, by the third Monday
of each month. The Department is requested to include in the report the managed care
organi zation casel oad by aid category. The Department isal so requested to provide casel oad
and expenditure data for the Children's Basic Health Plan within the monthly report.

Comment: The Department submits monthly reports as required by this footnote. These
monthly reportsallow staff to track monthly expenditures and casel oad in order to assessthe
accuracy of current appropriations and forecasts. Appendix C contains the year-to-date
expenditure and caseload numbers from the monthly reports on the Medical Services
Premiums lines item.

The Department continuesto work with staff to make sure that these monthly reportscontain
the information staff needs to assess current expenditure and caseload levels. One of the
recent challengeshasbeen how to track casel oad and expendituresrel ated to the Amendment
35 (H.B. 05-1262) expansion populations. As of November 2006, the monthly reports do
not yet indicate the new casel oad aid category for "Expansion Adults’. In addition, tracking
expendituresand casel oad rel ated to the asset test elimination continuesto beachallengefor
both the M edicaid and Children'sBasic Health Plan programs. Staff and the Department will
continue to work together to address these technical difficulties.

Department of Health Care Policy and Financing, Executive Director's Office -- Itis
theintent of the General Assembly that the Department comply with the federal regulations
that the Medicaid program by the payer of last resort to the fullest extent possible (42 CFR
433.138 and 42 CFR 433.139). If the State Auditor's report finds that the Department is
deficient in collecting from third party payers, the Department is authorized to seek federa
waiver authority to pay providersfirst and then seek reimbursement from the obligated third-
party payer. The Department isrequested to submit areport to the Joint Budget Committee
by November 1, 2006, on the effectiveness of its third party collections and how the
Department plansto address an recommendations contained in the State Auditor'sreview of
thisissue. The Department's report is requested to include a cost benefit analysis of when
itisin the state's interest to pursue third party recovery.

Comment: This footnote was vetoed by the Governor on the basis that it "violates the
Colorado Constitution, Article I11 and possibly Article V, Section 32, because it interferes
with the ability of the executive's branch to administer the appropriation and may constitute
substantive legislation that cannot be included in the general appropriation bill." The
Governor also stated that the footnote required a substantial dedication of resources and
constituted an unfunded mandate.

Although the Governor vetoed this footnote, the Department complied in sending a report
to the Joint Budget Committee regarding their efforts at third party recovery. At thistime,
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the State Auditor's Office review of the Department's efforts on third party recovery is not
complete. The State Auditor's Office will not have findings to report until March 2007.
During the summer, the State Auditor's Office contacted JBC staff for input related to the
scope of the audit. The State Auditor's Office audit islimiting the scopeto the dual eligible
population and will specially audit claims for durable medical equipment. After the State
Auditor's Office hascompl eted thisreview, the Joint Budget Committee may want to expand
the audit to other areas if deficiencies are found. Staff plans on addressing this issue with
the Committeeduring the March figure setting presentation for the Department after the audit
findings have been competed.

The Department performs third party recoveriesin four major areas. (1) tort and casualty;
(2) trust recovery and repayment of Medicaid expenditures from trusts; (3) estate recovery;
and (4) post pay recoveries and retractions from providers and Medicare. In the footnote
report, the Department showsthat between FY 2004-05 and FY 2005-06, theamount of third
party recoveriesincreased from atotal of $18.1 million to $24.7 million -- an increase of 36
percent. Following is a brief discussion of the type of third party recoveries that the
Department performs.

Tort/Casualty Recovery

The Department recoveries from third parties who are liable for medical costs incurred by
Medicaid clientsfor injuries or harm caused by thethird party. Typically, thesethird parties
have insurance that can be assessed some of the costs related to the accident or injury. The
Department's Benefits Coordination unit manages these recovery activities and contactsthe
Colorado Attorney General's staff in difficult legal issuesarise. In addition, the Department
has a contingency fee based contractor who pursuesto aid the Department in tracking down
possible third parties and looking at workers compensation cases. The contractor's feeis
8.25 percent of recoveries.

The Department states that the Medicaid program attempts to recover payments from all
responsible third parties and their insurers. However, the Department does not seek
recovery from cases with recovery liens under $300. The Department also does not seek
recovery if significant fees and costs would occur to the State with little chance of recover
(e.g. aproduct liability case).

Trust Recovery and Repayment of M edicaid Expenditures

Income and disability trusts allow individuals to qualify for Medicaid who normally would
not becausetheir incomesand assets makethemineligiblefor Medicaid coverage but aretoo
low to pay for thelong-term care services. When thetrust is no longer needed by the client
for Medicaid eligibility, the balance of the trust is paid to the Department.
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The Medicaid program attemptsto recover all income and disability trust amounts up to the
total cost of medical expenditureswhenthetrustisnolonger needed for Medicaid eligibility.
There are few instances when the amount of potential recovery from atrust is less than the
cost to track down the recovery.

Estate Recovery

Estate Recovery isafederaly mandated program that requiresthe State to recover the costs
of benefits paid on behalf of aMedicaid client from their estate. The Department contracts
for this activity. The Estate Recover Program will place alien on property owned by the
Medicaid client if it has been determined that the client is unlikely to be discharged from a
nursing facility. The contractor is paid a contingency fee of 10.9% of the amount of
recoveries.

Pursuant to the Colorado State Plan, recoveries under $500 are not pursued. However, the
Department states that if the public administrator, personal representative or executor
identifies the State as a creditor and makes notification of probate filing, a claim may be
made even if under the $500 threshold.

Post Pay Recoveries and Retractions

Lastly, the Department has a contractor to recover costs paid on behalf of Medicaid client
where a third party was liable for these payments (private health insurance or Medicare
coverage). The Department, through the Medicaid Management Information System
contractor, retractsthe value of Medicaid-paid claimsif athird party islater identified. The
contractor's contingency fee is 6.15% of recoupments. The Department did not provide
information in their report on what level of claims are not pursued from a cost-benefit stand
point for post pay recoveries.

Over the last Se.veral years, thl.rd party Third Party Recovery 5 Year History
recoveries have increased. Theincrease | . 0000

was related partly to Department efforts | 5,600 000
to improve third party recoveries due to | ss 00,000
the state bUdget situation as well as | so.000000-]
general increases in the Medicaid | sso0000
program. This chart shows a five year 0!
hlgtory of third party recoveries. During voroe Z% osos % L 0506
thisfive-year period, the Department has

recovered atotal of $90.8 millioninthird
party recoveries.

Post-Pay Recovery
Estate Recovery
Trusts Recovery

Tort Casualty Recovery
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Other Issues

In addition to third party recovery efforts, the Joint Budget Committee approved the
Department's plan to use a contingency based contract to examine the accuracy of hospital
coding and billing for Diagnosis Related Group (DRG) codes. At thetimethe JBC approved
the Department moving forward with the RFP for this project, the Joint Budget Committee
asked the Department to report back on the progressby November 1, 2006. The Department
submitted the report as requested.

The Department posted a RFP on June 2, 2006. Based on the results of the RFP, the
Department selected Health Management Systems, Inc. (HMS) to perform the contract on
July 31, 2006. However, a protest was filed a week later by another vendor who had
participated in the bidding processing. The Department of Personnel and Administration
denied the vendor's appeal on October 13, 2006. The Department now anticipates that the
contract with HM S will be fully executed and in place at the end of November 2006.

Dueto theamount of timeit hastaken to issue the RFP and respond to vendor appeals, there
have been no recoveries to date from this project.

Staff Recommendations

Staff recommends that the Committee ask the Department the following questions at their
hearing:

1 Is the Department aware of any technology available or that could be developed to
improvetheidentification of third party payers? Please describe how the Department
currently identifies clients that may have access to other insurance?

2. The Department's footnote report seemsto indicate that for Medicare recoveriesand
commercia insurance recoveries these are post-pay recoveries. |s it accurate to
concludefrom thisstatement that Medicaid initially paysthe claim and then attempts
to recover from these providers? If so, how can the state do this and be in
compliance with 42 CFR 433.139 (b) (1)? Please describe specifically how claims
are paid for dual €eligible clients where Medicare may be responsible for the cost
before Medicaid?

3. During last year's hearing, the Department indicated that it has been unable to
guantify adirect impact to Medicaid expenditures or third party recoveries that can
beattributableto atort auto insurance system. Please provide an update on how auto
insurance reform may have impacted the Department's ability to collect from post-
payment recovery or from tort/casualty recovery.
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4, Given thelate start for the HM S contract, does the Department anticipate that there
will be any cost savings in FY 2006-07 from this contract? What is a reasonable
estimate of cost savings for FY 2007-08 from this contract?

5. FY 2005-06 third party recoveries resulted in recoveries of $24.7 million (of which
half would be General Fund). Thisrepresents approximately 1.2 percent of thetotal
expendituresfor Medical Services Premiums. Would it be afair performance target
to set 1.0 percent of Medical Services Premiums as athird party recovery target?

Department of Health Care Policy and Financing, Executive Director's Office -- The
Department is requested to provide a status report on the implementation schedules and
anticipated FY 2006-07 fiscal impact for the following legislation: S.B. 04-177, H.B. 05-
1015, H.B. 05-1066, H.B. 05-1131, and H.B. 05-1243. This report is requested to be
submitted to the maj ority and minority |eadershipin each house of the General Assembly and
to the Joint Budget Committee by no later than August 1, 2006.

Comment: This footnote was vetoed by the Governor on the basis that it "violates the
Colorado Constitution, Article 11 and possibly Article V, Section 32, because it interferes
with the ability of the executive's branch to administer the appropriation and may constitute
substantive legislation that cannot be included in the general appropriation bill." The
Governor also stated that the footnote required a substantial dedication of resources and
constituted an unfunded mandate. However, the Governor requested the Department to
comply with the intent of the footnote to the extent feasible.

Even though the Governor vetoed thisfootnote, the Department complied with the footnote
by submitting the requested report on the date requested. Last year, the Joint Budget
Committee needed to make several supplemental adjustments to the FY 2005-06
appropriation to reflect the slow implementation of prior year legislation. Specifically,
adjustments had to be made reflect that S.B. 04-177 (Home and Community-Based Services
for Children with Autism), H.B. 05-1015 (Substance Abuse Treatment under Medicaid),
H.B. 05-1066 (Obesity Treatment Under Medicaid), H.B. 05-1131 (Redispensing Specified
Unused Medications), and H.B. 05-1243 (Consumer-Directed Care Under M edicaid) had not
been implemented asoriginal assumed inthefiscal note. Inaddition, tothebillslistedinthis
footnote, H.B. 05-1262 (implementation of Amendment 35) had also had delays. The delay
in implementing these bill helped contribute to the large negative supplemental for the
Department in FY 2005-06. Therefore, the General Assembly requested this footnote in
order to receive a status report for the bills mentioned. Following is a summary of the
implementation schedul e that the Department anticipates for these bills.

H.B.04-177:  This program was originally assumed to begin in July 2005. The
Department now anticipates that Autism Waiver will be operational in
October 2006. The Department anticipates that program will cost
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$1,013,795 ($506,124 Autism Treatment fundsand $507,671 federal funds)
in FY 2006-07.

H.B.05-1015: The outpatient substance abuse treatment program was originally assumed
to be operation on January 1, 2006. The revised implementation was July
1, 2006 and the program was implemented on July 1, 2006. This program
only required a state plan amendment as opposed to awaiver requirement.
Thisbill is anticipated to have afiscal impact of $5.9 millionin FY 2006-
07.

H.B. 05-1066: The obesity pilot program was originally going to be implemented in FY
2005-06. However, the bill was contingent on the Department receiving
gifts, grants, and donations for the state match for the program. The
Department never received any gifts, grants, and donations. Because the
time frames established in the original bill can no longer be met, this bill
can no longer be implemented without a change in statute.

H.B. 05-1131: The original fiscal note for redispensing unused medications assumed a
September 1, 2005 implementation date. However, due to delays in
adopting Board of Pharmacy rules, the program could not be implemented
by the Department until March 30, 2006. The current anticipated fiscal
impact of thisbill isasavings of $48,867 in FY 2006-07.

H.B. 05-1243: The consumer-directed care program was originally assumed to begin on
January 2006. The new implementation plan calls for clients to begin
enrolling on July 2007. The FY 2006-07 appropriation only contains
administrative costs for this program only of $27,761.

Staff recommendsthat the Committee ask the Department to discussthefollowing questions
at their hearing:

1) Please describe the current status of the Autism Waiver program. Wasthe program
implemented in October 2006? What information and outreach is the Department
providing to clientsthat potentially could benefit from the services of this program?

2) Doesthe Department have any current cost information for the outpatient substance
abuse benefit? What have been the costs for this program from July 1 through
October 31, 2006?

3) Obesity and morbid obesity is becoming one of the leading public health concerns
inthiscentury. Giventhat thetimeframesin H.B. 05-1066 have expired and the bill
can not be implemented without statutory changes, does the Department see any
benefit from trying to institute a obesity pilot program or disease management
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program. If so, what type of program does the Department believe would be
appropriate for the Medicaid clientele? Should a program focus on weight
management programs, heart disease and/or diabetes control, or nutritional
education? Because benefits from these programs take a long time to occur, would
the program be better situated to the Adult Medicaid caseload rather than to the
Family Medicaid caseload?

4) Please provide the Committee with an update on the consumer-directed care waiver
process.

Department of Health Car ePolicy and Financing, ExecutiveDir ector'sOffice, Primary
CareProvider Rate Task Force and Study -- The Department is requested to work with
the provider community to examine any issues of rate disparity and rate shortfals for
physician and acute care providers. The Department isrequested to report onitspreliminary
findings by November 1, 2006, and its final analysis by November 1, 2007. The
Department's appropriation contains $58,000 total funds for the expenses of any task force
that the Department may assemble and for temporary staffing costs for conducting such a
study.

Comment: This footnote was vetoed by the Governor on the basis that it "violates the
Colorado Constitution, Article I11 and possibly Article V, Section 32, because it interferes
with the ability of the executive's branch to administer the appropriation and may constitute
substantivelegislation that cannot beincluded inthegeneral appropriationbill." However,
the Governor did not veto the funding in the line item that this footnote was attached to.

Although the Governor vetoed thisfootnote, the Department submitted aletter informing the
Committee of the status of thisproject. Currently, the Department is seeking proposalsfrom
consultants with the background necessary to assist the Department with the study. To date,
the Department has not conducted the study required by this footnote. However, the
Department has submitted a decision item to address some of the current problems in the
physician and primary care rate.

Department of Health Care Policy and Financing, Medical Services Premiums-- The
Department is requested to submit a report on the managed care organizations' capitation
rates for each population and the estimated blended rate for each aid category in effect for
FY 2006-07 to the Joint Budget Committee by July 25, 2006. The Department is requested
to include in the report a copy of each managed care organization's certification that the
reimbursement rates are sufficient to assure the financia stability of the managed care
organization with respect to delivery of servicesto the Medicaid recipients covered in their
contract pursuant to Section 25.5-408, C.R.S.

Comment: This footnote was vetoed by the Governor on the basis that it "violates the
Colorado Constitution, Article I11 and possibly Article V, Section 32, because it interferes
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with the ability of the executive's branch to administer the appropriation and may constitute
substantive legislation that cannot be included in the general appropriation bill."

This footnote or asimilar version of it has been included in the Long Bill for the last four
years. Even though the Governor vetoes this footnote each year, the Department has
complied by submitting a report containing the current capitation rates for each Medical
MCO and Behavior Health Organization.

Federal rules and regulations (42 CFR 438.6 ¢ ) require that proposed capitation rates be
actuarialy sound. Thestate contractswith Deloittee Consulting LLPto certify ratesfor each
MCO that contracts with the Medicaid medical program. The rates are developed to the
cover the following services: inpatient hospital, outpatient hospital, post hospital- nursing
home care, physician services, laboratory and x-ray, prescription drugs, early periodic
screening, diagnosis, and treatment, family planning, home health, durable medica
egui pment emergency transportation and emergency dental. For rates devel oped beginning
in FY 2003-04, Colorado statute provides, "...the state department shall recal cul ate the base
calculation every three years. The three year cycle for the recalculation of the base
calculation shall beginwith capitation paymentseffectivefor fiscal year 2003-04. Intheyear
inwhichthebase cal culationisnot recal cul ated, the state department shall annually trend the
base calculation after consulting with the MCOs. The state department shall take into
consideration when trending the base calculation any public policy changes that affect
reimbursement under the " Colorado Medical Assistance Act” (Section 25.5-5-408, C.R.S.).
For purposes of rate development, the base population, is an actuarially equivalent
population from the Fee-for-Service (FFS) and Primary Care Case Management (PCCP)
program. The costs for the base population are used to set the capitation rates for
participating MCQOs. During non-base years, the state setsrates by performing thefollowing

steps:

v Trend ratesfor the next year are devel oped and applied to the prior year rates;

v Recent policy and law changes are applied to the prior year rates;

v Rates for each plan is adjusted based on Heath Status Based Risk
Adjustment Case Mis Indices; and

v Durational Adjustments are updated.

Theratesthat weredeveloped for FY 2006-07 werethefirst year that rates had to be re-based
for Medicaid Medical program pursuant to Section 26-5-119 (9), C.R.S. Asthe Committee
is aware, after the re-base rates were developed, Colorado Access decided that their rates
would not be sufficient for their financial stability and therefore, decided to no longer
contract with the State for this program (Colorado A ccess continues to have a contract as a
Mental Health provider). Therefore, in thisyear's report, only Denver Health and Hospital
Authority remains as a Medicaid Medical Program MCO provider.

The following table shows a history of MCO Rates for Denver Health.
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Table1: Colorado Medicaid M CO Ratesfor Denver Health (Metro)

FY 2004-05 | FY 2005-06 | % Change | FY 2006-07 | % Change
AFDC - Adults F $225.83 $270.10 19.60% $200.48 -25.78%
AFDC - Adults M n/a n‘a n/a $230.84 n‘a
(combined with F in previous years)
AFDC - Children $52.52 $64.40 22.62% $49.51 -23.12%
AFDC - Infants $217.37 $286.16 31.65% $233.18 -18.51%
Baby Care/Kids Care - Adults $281.98 $269.89 -4.29% $204.99 -24.05%
Baby Care/Kids Care -Children $50.78 $54.62 7.56% $49.51 -9.36%
Baby Care/Kids Care - Infants $213.11 $263.34 23.57% $233.18 -11.45%
Foster Care $187.50 $206.88 10.34% $205.69 -0.58%
Aid to Needy Disabled/Aid to the Blind (AND/AB)
Institutional/Third Party Liability $843.80 $919.70 9.00% $132.53 -85.59%
Institutional/Medicaid Only $1,281.89 $1,320.25 2.99% $1,244.37 -5.75%
Non-Institutional/Third Party $388.84 $449.71 15.65% $133.46 -70.32%
Liability
Non-Institutional/Medicaid Only $690.68 $759.92 10.02% $633.46 -16.64%
Old Age Pensioner - Age 65+ (OAP-A) -- Called SSI 65+ in Other Tables
Institutional /Third Party Liability $417.50 $443.74 6.29% $171.84 -61.27%
Institutional/Medicaid Only $518.54 $519.07 0.10% $620.26 19.49%
Non-Institutional/Third Party $257.11 $271.95 5.77% $147.58 -45.73%
Liability
Non-Institutional/Medicaid Only $538.02 $527.16 -2.02% $404.68 -23.23%
Old Age Pensioners - Under Age 65
Institutional/Third Party Liability $557.35 $606.14 8.75% $132.53 -78.14%
Institutional/Medicaid Only $885.94 $923.80 4.27% $1,244.37 34.70%
Non-Institutional/Third Party $310.57 $381.88 22.96% $133.46 -65.05%
Liability
Non-Institutional/Medicaid Only $669.67 $788.54 17.75% $633.46 -19.67%
Delivery $3,861.15 $4,440.10 14.99% $4,622.84 4.12%
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The following table shows a history of MCO Rates for Colorado Access -- Metro.

Table2: Colorado Medicaid M CO Ratesfor Colorado Access (Metro)

FY FY % FY % FY %

2003-04 2004-05 Change 2005-06 Change 2006-07* Change
AFDC - AdultsF $213.71 $230.74 7.97% $271.28 17.57% $199.63 -26.41%
AFDC - AdultsM n/a n/a n/a n/a n/a $228.22 n/a
(combined with F in previous years)
AFDC - Children $62.37 $57.25 -8.21% $63.83 11.49% $54.94 -13.93%
AFDC - Infants $310.11 $239.83 -22.66% $302.53 26.14% $197.14 -34.84%
Baby Care/Kids Care - Adults $294.83 $283.91 -3.70% $265.79 -6.38% $195.80 -26.33%
Baby Care/Kids Care -Children $58.36 $53.01 -9.17% $57.04 7.60% $54.94 -3.68%
Baby Care/Kids Care - Infants $227.22 $229.88 1.17% $272.43 18.51% $197.14 -27.64%
Delivery $3,826.67 $3,861.15 0.90% $4,108.16 6.40% $4,622.84 12.53%
Foster Care $184.29 $187.53 1.76% $206.65 10.20% $198.58 -3.91%
Aid to Needy Disabled/Aid to the Blind (AND/AB)
Institutional/TPL $783.87 $843.89 7.66% $919.04 8.91% $133.89 -85.43%
Institutional/Medicaid Only $1,216.53 | $1,282.03 5.38% | $1,319.30 2.91% $1,253.41 -4.99%
Non-Institutional /TPL $418.62 $409.29 -2.23% $473.37 15.66% $135.59 -71.36%
Non-Institutional/Medicaid Only $748.04 $727.01 -2.81% $799.90 10.03% $710.15 -11.22%
Old Age Pensioner - Age 65+ (OAP-A) (Called SSI 65+ in Other Tables)
Institutional /TPL $410.19 $422.84 3.08% $444.66 5.16% $162.92 -63.36%
Ingtitutional/Medicaid Only $519.52 $525.18 1.09% $520.14 -0.96% $586.57 12.77%
Non-Institutional/TPL $251.44 $258.87 2.96% $271.85 5.01% $145.78 -46.37%
Non-Institutional/Medicaid Only $533.98 $541.69 1.44% $526.98 -2.72% $400.01 -24.09%
Old Age Pensioners - Under Age 65 (Called SSI 60-64 in Other Tables)
Institutional/TPL $574.38 $555.06 -3.36% $606.05 9.19% $133.89 -77.91%
Institutional/Medicaid Only $786.90 $882.30 12.12% $923.67 4.69% $1,253.41 35.70%
Non-Institutional /TPL $378.06 $388.97 2.89% $399.96 2.83% $135.59 -66.10%
Non-Institutional/Medicaid Only $673.20 $838.71 24.59% $825.87 -1.53% $710.15 -14.01%

*Colorado Accesscancelled their contract for Medical M edicaid based on the outcome of thisyear'srate setting process.
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The following table shows a history of MCO Rates for Colorado Access -- Non-Metro areas.

Table 3: Colorado Medicaid MCO Ratesfor Colorado Access (Non Metro Areas)

FY FY % FY % FY %

2003-04 2004-05 Change 2005-06 Change 2006-07* Change
AFDC - AdultsF $206.18 $208.71 7.97% $266.69 17.57% $191.98 -29.23%
AFDC - AdultsM n/a n/a n/a n/a n/a $165.23 n/a
(combined with F in previous years)
AFDC - Children $58.32 $53.15 -8.21% $62.65 11.49% $54.16 -15.15%
AFDC - Infants $233.41 $188.44 -22.66% $238.09 26.14% $193.82 -35.93%
Baby Care/Kids Care - Adults $250.01 $251.09 -3.70% $231.91 -6.38% $199.16 -25.07%
Baby Care/Kids Care -Children $58.27 $53.93 -9.17% $59.67 7.60% $54.16 -5.05%
Baby Care/Kids Care - Infants $175.35 $182.26 1.17% $217.10 18.51% $193.82 -28.86%
Delivery $3,826.67 $3,861.15 0.90% $4,108.16 6.40% $4,032.12 -1.85%
Foster Care $168.04 $174.18 1.76% $191.10 10.20% $189.42 -8.34%
Aid to Needy Disabled/Aid to the Blind (AND/AB)
Institutional/TPL $730.42 $787.01 7.66% $842.34 8.91% $153.61 -83.29%
Institutional/Medicaid Only $1,019.00 | $1,079.13 538% | $1,137.41 2.91% $1,206.31 -8.56%
Non-Institutional /TPL $323.13 $309.23 -2.23% $378.72 15.66% $119.79 -74.69%
Non-Institutional/Medicaid Only $525.53 $500.93 -2.81% $605.88 10.03% $588.51 -26.43%
Old Age Pensioner - Age 65+ (Called SSI 65+ in Other Tables)
Institutional /TPL $442.78 $456.50 3.08% $472.71 5.16% $168.61 -62.08%
Ingtitutional/Medicaid Only $460.71 $468.58 1.09% $474.98 -0.96% $570.23 9.63%
Non-Institutional/TPL $249.67 $258.69 2.96% $273.80 5.01% $97.71 -64.06%
Non-Institutional/Medicaid Only $385.85 $395.21 1.44% $405.31 -2.72% $347.88 -33.99%
Old Age Pensioners - Under Age 65 (Called SSI 60-64 in Other Tables)
Institutional/TPL $627.47 $603.47 -3.36% $650.69 9.19% $153.61 -74.65%
Institutional/Medicaid Only $819.42 $894.57 12.12% $979.17 4.69% $1,206.31 30.60%
Non-Institutional /TPL $398.14 $328.47 2.89% $387.35 2.83% $119.79 -70.05%
Non-Institutional/Medicaid Only $663.43 $645.85 24.59% $774.79 -1.53% $588.51 -28.74%

*Colorado Accesscancelled their contract for Medical M edicaid based on the outcome of thisyear'srate setting process.

It is important to note that some of the large rate decreases in the adult Medicaid categories (SSI
disabled, older than 65+, etc.) have to do with the Medicare Drug Benefit be taken out of the rates.
It was Colorado's Access testimony in August that the main reason for their leaving the Medicaid
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Medical program was because of the decline in rates in the Family Medicaid program (i.e. low-
income adults and children). These are the aid categories that benefitted from a much larger risk
pool inthefee-for-service population during thelast threeyearswhich drove down the FFS costsand
therefore, resulted in alowering the MCO rates (which have to be 95 percent of the FFS rates per
statute).

On September 20, 2006, staff presented a memo to the Committee about the recent decision by
Colorado Accessto leave the Medicaid medical program (they still participate in the mental health
program). Inthat memo staff made the following observations and recommendations.

"The current statutory framework for at-risk capitated MCOs for the general
Medicaid caseload will not attract new providers to the Medicaid program.
Therefore, with the exception of Denver Health, it is unlikely that the Department
will contract with new MCOs in the future using the current statutory framework of
ensuring rates are at or below 95 percent of the FFS per capita cost. If it isthe
policy of Colorado to encourage MCO arrangementsin the Medicaid program, then
the MCO statute needs to be revisited to: (1) clarify the Department's authority, if
any, to enter into PIHP (pre-paid inpatient hospital plan) agreements (these arethe
ASO type agreements with Rocky Mountain); and (2) revise a MCO rate structure
that is based on the actual encounter data fromthe MCO rather than a comparison
to the FFS

Saff recommends that if the General Assembly remains committed to the MCO
model, that thefirst step will need to be establishing a task for ce of the Department,
MCO providers, clients, and an outside consulting expert, to design the new
framework for establishing an MCO program. The task force would need to revisit
the following issues:

1 Populations served in the MCO;

2) Sate wideness or pilot nature of the program;

3) How to ensure a significant risk pool for a contracting MCOs;
4) Rate adjustments, if any, for declining caseload in a MCO;

5) Overall rate structure for MCO contracts;

6) The breadth of the managed care program (i.e. what type of contracts should
be included MCOs, PIHP, PAHP, PCCM, and disease management);

7) What benéfits, if any, are there froma MCO program;

8) What are the budget goals and quality goals of an MCO program (budget
neutrality, cost containment, or cost reductions-- better accessto care, same
access, more flexibility)."

Staff recommends that the Joint Budget Committee discuss the following questions with the
Department at their hearing.
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1)

2)

3)

4)

5)

6)

24

25

26

Please describe for the Committee the advantageous and disadvantageous of entering into
more PIHP agreements.

Doesthe Department believethat thereisany state benefit to having an traditional capitation
MCO programintheMedicaid Medical program? Inthe Department's opinion, what should
the goals of aMCO program be?

What steps (statutory changes, rate adjustment, policy directives) does the Department
believeare necessary for aviable MCO program to be reestablished in the Colorado Medical
Medicaid program?

Why has managed care struggled in the Colorado Medical Medicaid program but has been
somewhat successful in the Children's Basic Health Plan?

Which populations ought to be served in aMedical Medicaid MCO program? Should the
program be statewide or limited to certain geographic areas or populations?

If competition between plansisencouraged, how would the Department ensure asignificant
risk pool for participating providers? Should adjustmentsbe madetoratesif aprovidersrisk
pool is declining?

Department of Health Care Policy and Financing, Medical Services Premiums-- Itis
the intent of the General Assembly that expenditures for these services should be recorded
only against the Bill group total for Medical Services Premiums.

Comment: Thisfootnote reflects the legislative intent for the Division of Medical Service
Premiumsto have flexibility in spending the Medical Services Premium line. The detail by
population is provided for tracking and policy making purposes only.

Department of Health Care Policy and Financing, Medical Services Premiums-- The
Genera Assembly has determined that the average appropriated rates provide sufficient
funds to pay reasonable and adequate compensation to efficient and economical providers.
The Department should take actions to ensure that the average appropriated rates are not
exceeded.

Comment: Thisfootnote states legidative intent in the area of Medicaid rates.

Department of Health Care Policy and Financing, Medical Services Premiums-- The
calculations for this line item include $9,917,925 total funds for a 3.25 percent
reimbursement rate increase for primary care providers beginning July 1, 2006. It isthe
intent of the General Assembly that the Medical Services Board adopt rules to increase
reimbursement rates for provider codes paid from the physician, dental, Early and Periodic
Screening, Diagnosisand Treatment, lab and x-ray, and durable medical equipment services
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categories. The Department is requested to provide areport to the Joint Budget Committee
by August 1, 2006, on the status of the rules adopted by the Medical Services Board
regarding this reimbursement rate increase.

Comment: This footnote was vetoed by the Governor on the basis that it "violates the
Colorado Constitution, Article I11 and possibly Article V, Section 32, because it interferes
with the ability of the executive's branch to administer the appropriation and may constitute
substantive legislation that cannot be included in the general appropriation bill."

Even though the Governor vetoed this bill on constitutional grounds, the Department
complied with the legislative intent expressed in the footnote to increase primary care
provider rates. In responding to the footnote, the Department first determined the dollar
amount if the 3.25 percent were applied to al physician codes. This amount equaled $6.8
million. The Department then applied this dollar amount to the 25 most frequently billed
physician service codes. Theremaining $3.1 million wasthen applied to the fee-for-service
dental and durable medical equipment (DME) codes. The DME services that are paid by
invoice plus 19 percent wereincreased to invoice plus 20 percent. Thisrestored these DME
rates back to the rates in place before the 2004 budget reductions. Other DME claims and
dental service rates were increased by 3.25 percent.

In addition to the rate increases contained in H.B. 06-1385, the Genera Assembly also
increased rates for DME in H.B. 06-1369 (the second supplemental bill for FY 2005-06).
The rate increase for DME in H.B. 06-1369 was effective April 1, 2006. The Department
was asked to report the rate increasein afootnote report. The Department's report indicates
that a 2.25 percent rate increase was provided to al DME hilling codes that were not paid
by invoice plus 19 percent. The rate increases were effective April 1, 2006.

Department of Health Care Policy and Financing, Medical Services Premiums-- The
calculationsfor thislineiteminclude $11,713,742 total fundsfor a3.25 percent rateincrease
for inpatient hospital services provided to Medicaid clients beginning July 1, 2006. Itisthe
intent of the General Assembly that the Medical Services Board adopt rules that increase
eachindividual hospital's M edicaid reimbursement rate by 3.25 percent for inpatient hospital
services provided to Medicaid clients. The Department is also requested to provide areport
to the Joint Budget Committee by August 1, 2006, on the status of the rules adopted by the
Medical Services Board regarding this rate increase.

Comment: This footnote was vetoed by the Governor on the basis that it "violates the
Colorado Constitution, Article I11 and possibly Article V, Section 32, because it interferes
with the ability of the executive's branch to administer the appropriation and may constitute
substantive legislation that cannot be included in the general appropriation bill."

Even though the Governor vetoed this bill on constitutional grounds, the Department
submitted a footnote report on June 8, 2006. In their footnote report, the Department
indicated that they added an additional $11.7 million to the hospital rebase rates for FY
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2006-07. The added increase resulted in Medicaid rates being set at approximately 92
percent of their corresponding Medicare rate.

In addition to the rate increases that were improved for FY 2006-07, the General Assembly
had also approved a 1.0 percent increase to inpatient hospital rates that was effective April
1, 2006 pursuant to H.B. 06-1369. In their June 1, 2006 report in response to Footnote 37a
inH.B. 06-1369, the Department informed the Committee that they had implemented the 1.0
percent rate increase.

Department of Health Care Policy and Financing, Medical Services Premiums-- The
calculations for this line item include $4,138,750 for rate increases for home- and
community-based waiver services, private duty nursing services, and home health services
beginning April 1, 2007. Itistheintent of the General Assembly that the Medical Services
Board adopt rules to provide the following rate increases:

Provider Class Rate Increase
Assisted Living Facilities 12.50%
Day Care Services 1.00%
Skilled Nursing 23.60%
Physical Therapy 23.60%
Speech Therapy 23.60%
Occupational Therapy 23.60%
Private Duty Registered Nursing 23.60%
Private Duty Licensed Nursing 23.60%

The Department is requested to report to the Joint Budget Committee by June 1, 2007, the rate plan
that has been adopted by the Medical Services Board.

Comment: This footnote was vetoed by the Governor on the basis that it "violates the
Colorado Constitution, Article I11 and possibly Article V, Section 32, because it interferes
with the ability of the executive's branch to administer the appropriation and may constitute
substantive legislation that cannot be included in the general appropriation bill."

The report for this footnote is not due until June 1, 2007 since the rate increase are not
anticipated to become effective until after April 1, 2007. This footnote represented the
second phase of a multi-year rate increase for community providers. Thefirst year of rate
increases occurred on April 1, 2006 pursuant to H.B. 06-1369 (the second round of
supplemental's approved last year). H.B. 06-1369 contained an increase of $5.1 million to
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implement for home and community-based service provider rate increases as shown in the

table below:
Provider Class Rate Increase
Assisted Living Facilities 15.07%
Day Care Services 3.57%
Skilled Nursing 7.2%
Home Health Aides 4.2%
Physical Therapy 36.3%
Speech Therapy 35.9%
Occupational Therapy 29.2%
Private Duty Registered Nursing 3.8%
Private Duty Licensed Nursing 8.0%
Personal Care Homemaker 10.0%
All Other 2.57%

Intheir June 1, 2006 report to the Committee, the Department confirmed that the above rate
increase wereindeed implemented by the Department with an effectivedate of April 1, 2006.

It has come to staff's attention that the rate increases were applied only to the rate codes for
individuals working through an agency and were not provided to individuals who are
compensated through the Consumer Directed Attendant Support Servicesprograms(CDAYS).
At that time the JBC voted for the above rate increases, the JBC did not make adistinction
between CDA Sand individual semployed by HomeHeal th agencies. Staff recommendsthat
the Committee discuss the following questions with the Department at their hearing.

1. Please explain the Department's rationale for applying the above rate increases to
only the Home Health agencies rather than to all individuals who perform these
services through an approved waiver.

2. What is the Department's cost estimate for extending the Footnote 40a (H.B. 06-
1369) rate increases to the Consumer Directed Attendant Support Services waiver
services? Could extending these rate increases be made retroactive to July 1, 2006?
If not, could the rate increases begin by January 1, 2007 with supplemental funding?

29 Department of Health Care Policy and Financing, Medical Services Premiums --
Beginning in January 2006, individuals fully eligible for the Medicare and Medicaid
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coverage will receive their drug benefits through the Medicare Modernization Act of 2003,
Part D Drug Benefit Program. Whilethis program is anticipated to create prescription drug
savingsinthe state's M edicaid program, these savingswill be reduced by themandatory state
contribution to the federal government. The Department is requested to provide the Joint
Budget Committee with quarterly reportsregarding the cal culations for the mandatory State
contribution payment to thefederal government for the M edicare M odernization Act of 2003.
The reports should contain an estimate of how the State contribution payment compares to
the savings estimate of transferring the prescription drug benefit from the Medicaid program
to the Medicare program.

Comment: The Department has been submitting these quarterly reports as requested by
Footnote 29. The most recent quarterly report was submitted on October 30, 2006.

The current FY 2006-07 appropriation assumed a savings impact to the Medical Services
Premiums line item of $146.8 million (of this amount, $73.4 million is Genera Fund).
However, there is little savings anticipated from the MMA in FY 2006-07 because of the
State Contribution Payment requirement. The FY 2006-07 appropriation assumed a
clawback payment amount of $73.4 million (all General Fund).

For thefirst three monthsin FY 2006-07, drug expenditures in the fee-for-service program
are averaging $13.4 million (pre-rebate). This comparesto $23.2 million in the first three
months of FY 2005-06 (pre-MMA). Thisshows approximately a42.2 percent reductionin
prescription drug costs thus far in FY 2006-07 over the same period in FY 2005-06 (this
despite higher caseload).

As of December 11, 2006, the Department received four invoices for the MMA State
Contribution Payment. The Department hasthusfar paid $23.3 million or an average of $5.8
million per month. Theremaining balance of the appropriation of $50.1 millionwould allow
an average monthly payment of $6.3 million for the remaining 8 months of the fiscal year.

Department of Health Car e Policy and Financing, I ndigent Care Program, Safety Net
Provider Payment -- The Department is requested to submit areport by February 1, 2007,
to the Joint Budget Committee, estimating the disbursement to each hospital from the Safety
Net Provider Payment line item for FY 2006-07.

Comment: This report is due in February 2007 and will be discussed during the Figure
Setting presentation for the Indigent Care Program, Safety Net Provider Payment lineitem.

Department of Health Car e Policy and Financing, Indigent CareProgram, Children's
Basic Health Plan Premium Costs -- This appropriation assumes the following casel oad
and cost estimates: (1) traditional children's casel oad of 38,635 at an average cost of $104.14
per month; (2) expansion of the children's caseload by 3,955 at an average cost of $104.14
per month; (3) traditional adult prenatal member months of 1,428 at an average cost of
$905.54 per month; and (4) expansion of the adult prenatal member months by 17,508 at an
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average cost of $905.54 per month. Traditional casel oad isfunded fromthe Children'sBasic
Health Plan. Expansion caseload is funded from the Health Care Expansion Fund.

Comment: This footnote was vetoed by the Governor on the basis that it "violates the
Colorado Constitution, Article I11 and possibly Article V, Section 32, because it interferes
with the ability of the executive's branch to administer the appropriation and may constitute
substantivelegislation that cannot beincluded inthe general appropriationbill." However,
the Governor directed the Department to comply with footnote to the extent possible.

Thisfootnoteisincluded each year inthe Long Bill to provide an explanation for the amount
of funding included in the Children's Basic Health Plan. The footnote merely describesthe
caseload assumption and cost assumptions (similar to the line item descriptions in the
Medical Services Premiumsdivision). Theinformation in the footnote is the best estimate
of caseload and cost that the Joint Budget Committee has at thetimethe appropriation isset.
During supplementals, these caseload and cost assumptions are adjusted as needed.

Department of Health Car e Policy and Financing, Indigent CareProgram, Children's
Basic Health Plan Dental Benefit Costs -- This appropriation assumes an average cost of
$13.30 per month per child. The caseload is estimated at 87 percent of the caseload of the
premiumslineitem to reflect that children are not eligible for services until one month after
they enroll in the plan.

Comment: Although the Governor vetoed footnote 31, the Governor did not veto 32. This
is despite the fact that footnote was written for the same purposes that footnote 31 was
written -- to provide casel oad and cost assumptions explaining how the appropriation was
caculated. Theinforminformation inthisfootnoteisthe best estimate of casel oad and cost
estimatesfor the Children'sBasi c Heal th Plan dental benefit that the Joint Budget Committee
had at the time the appropriation was set. During supplementals, if these casel oad and cost
assumptions will result in an under appropriation, adjustments will be made to reflect new
estimates.

Department of Health CarePolicy and Financing, Other M edical Services, Servicesfor
5,989 Old AgePension State M edical Program clientsat an aver age cost of $2,381.48 --
The Department is requested to submit a report by November 1, 2006 recommending
changesto the benefit structure or eligibility criteriafor the Old Age Pension State Medical
Programin order to stay within the appropriation limit of $13,286,483 for FY 2007-08. The
report should include the most recent five year expenditure history for the different medical
services categories used by thispopul ation. Inaddition, the report should include afiveyear
forecast for the caseload and cost of this program if benefits are not reduced.

Comment: This footnote was vetoed by the Governor on the basis that it "violates the
Colorado Constitution, Article I11 and possibly Article V, Section 32, because it interferes
with the ability of the executive's branch to administer the appropriation and may constitute
substantive legislation that cannot be included in the general appropriation bill."
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Even though the Governor vetoed thisfootnote, the Department complied with the intent of
the footnote and submitted a report on the OAP State Medical Program to the JBC on
November 1, 2006.

The Old Age Pension State Medical Program provides health and medical care to persons
who qualify to receive old age pensions but who are not eligible for Medicaid. Individuals
aged 60 and over are digible for the OAP State Medical Program if they are Colorado
residents, uninsured, aU.S. citizen or legal immigrant, and have amonthly incomelessthan
$628. The current caseload is anticipated to be 5,542 in FY 2006-07.

Funding for the OAP State Medical Program comes from three main sources. (1) the
Colorado Congtitution, Article XXIV alows up to $10.0 million annualy; (2) the
Supplemental Old Age Pension Health and Medical Care Fund, $750,000 appropriated
annually; and (3) Cash Fund for Health Rel ated Purposes (Amendment 35and H.B. 05-1262)
which will equal $2.4 million in FY 2006-07.

Because of increasing casel oad, expenditure reductions have been necessary during the last
several years in order for the program to stay within their appropriation. In fact, the
Department estimatesthat if the OAP rates were set at 100 percent of the Medicaid rate, the
expenditures for the program would reach $40.2 million in FY 2007-08 -- which would
exceed the Department's requested FY 2007-08 appropriation of $13.1 million by $27.1
million. Therefore, the Department has taken action in reduce the provider rate
reimbursementsto 40 percent of the Medicaid ratefor dental, medical supplies, home health
care, emergency transportation, laboratory claims, and physician services. Additionally,
outpatient services are set at 40 percent of the Medicaid rate and pharmacists will be paid at
70 percent of the Medicaid reimbursement rate.

Given the struggles of this program to stay within set appropriations and the low
reimbursement rates, the Department indicates in their budget review that they are looking
at how best to redesign the program. In the interim the Department requests that the unused
bal anceinthe Supplemental Old Age Pension Health and M edical Care Fund be appropriated
in FY 2007-08 until a new program could be implemented. Staff recommends that the
Committee discuss the following questions with the Department at their hearing.

1 Given the growing caseload and costs of the program, would the OAP Medical
Program be better as a primary care (physician and practioner services only) and
pharmacy benefit program only.

2) When does the Department believe that they will have a recommendation ready on
what the redesign of the OAP Medical program should look like.

3) Please discuss how changesthat the Department believes could be made to the OAP
Medical program without a Constitutional Change or statute change (i.e. could it be
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ainsurance subsidy only, could it be apharmacy benefit only, could it be aphysician
reimbursement program only, etc.).

34 Department of Health CarePolicy and Financing, Other Medical Services, S.B. 97-101
Public School Health Services -- The Department is requested to submit a report by
November 1 of each year to the Joint Budget Committee on the services that receive
reimbursement from the federal government under S.B. 97-101 public school health service
program. The report should include information on the type of services, how those services
meet the definition of medical necessity, and the total amount of federal dollars that was
distributed to each school under the program. Thereport should also includeinformation on
how many children were served by the program.

Comment: The Department complied with thisfootnoterequest and submitted therequested
report on the S.B. 97-101 Public School Health Services program on November 1, 2006.
Following is a brief summary of the information contained in this report.

Services Provided and Number of Children Served: In FY 2005-06, 43,205 Medicaid
eligible children received services from the School Health Services program. The services
provided to these children included direct servicesthat qualify under the Early and Periodic
Screening, Diagnostic, and Treatment (EPSDT) federal mandate including rehabilitative
therapies, Targeted Case Management and Specialized Non-Emergency Transportation
services.

Medical Necessity of the Services: In order for a school to receive reimbursement from
the Medicaid program, the services provided must meet amedical necessity standard. The
determination of medical necessity is made through the referral and authorization process
(which canincludethe child's Individual Plan when devel oped according to the Department
of Education'sguidelines). The Department al so providestechnical assistance and oversight
monitoring to ensure schools comply with this standard.

Federal Dollars Distributed to School Districts: In FY 2005-06, 114 school districts
received Medicaid reimbursement that totaled over $9.8 million. These federa
reimbursements are then used by the school district to provide new and expanded health care
services to children as authorized the district's Local Service Plan. Some of the expanded
health care services include:

(1) Increasing school nursing services;

(2) Improving and enhancing the quality of school health services; and

(3) Increasing access to health care services for the uninsured and underinsured.

Staff recommends that the Committee discussthe following issueswith Department at their
hearing:
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1)

2)

3)

4)

5)

The school districts are allowed to develop their own Local Service Plan to address
the health needs of their school children. School districts use the federal
reimbursement in a number of ways, including covering some medical costs for
children who are uninsured or underinsured. The Department of Education's annual
report on the Medicaid Extended School Health Program indicates that in FY 2003-
04, 2.37 percent of the federal reimbursement was spent on insurance outreach for
the CHP+ and Medicaid programs. Does the Department have any information on
many children are enrolled into CHP+ and Medicaid due to efforts of school
districts?

Does the Department have information on the amount of federal reimbursement
funding used by the school districts to pay for direct medical or dental costs for
children who are uninsured that is provided by a non-school provider (i.e. private
physician, clinic, or dentist)?

What is the future of increasing federal reimbursement for additional Medicaid
services?

Please provide additional information regarding the ability of the school districtsto
chargefor non-emergency transportation. InFY 2003-04, the state changed therules
for non-emergency transportation to ensure that transportation serviceswere only be
charged for medically necessary travel. How doestravel to and from school translate
to medically necessary? In arelated area, please provide information on any non-
emergency transportation reimbursement to National Jewish Hospital for their private
school. How does Medicaid funding for non-emergency transportation relate to a
school districts responsibility to transport children to and from school ?

It is staff's understanding that as of 2005, the Office of Inspector General has
finalized auditsof thisprogramin eleven different states. Thusfar, itsaudit work has
shown that Federal Medicaid funds were claimed for (1) services that were not
approved in the state plan; (2) services that were not sufficiently documented to
ensurethat servicesprescribedinthestudents' individualized educational plans(IEP)
weredelivered; (3) servicesthat were not authorized or werein excessof the quantity
authorized in the IEP; (4) transportation services when there was no authorized
Medicaid service onthe sameday; (5) servicesrendered by health care providersthat
did not have the qualifications required by Medicaid regulations; (6) services
provided freeto other students; and (7) studentswho were absent. OIG’ saudit work
in this area continues. Please describe any input that the Department has received
from CMS or the OIG regarding Colorado's school based program. Please describe
the oversight activities that the Department performs to ensure that only federally
accepted services are billed to Medicaid.

35 Department of Health Care Policy and Financing, Department of Human Services
Medicaid-Funded Programs; Executive Director's Office - Medicaid Funding -- The
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appropriationinthisHealth Care Policy and Financing lineitem correspondstotheMedicaid
funding in the Department of Human Services, Executive Director's Office, General
Administration. Assuch, the appropriation contains amountsthat correspond to centralized
appropriation amountsin the Department of Human Services. Consistent with thehead notes
to the Long Bill, the Department of Human Servicesisauthorized to transfer the centralized
appropriation to other line item appropriations to the Department of Human Services. In
order to aid budget reconciliation between the Department of Health Care Policy and
Financing and the Department of Human Services, the Department of Health CarePolicy and
Financing is hereby authorized to make lineitem transfers out of this appropriation to other
Department of Human Services M edi caid-funded programsappropriationsin thissection (5)
in amounts equal to the centralized appropriation transfers made by the Department of
Human Services for Medicaid -funded programs in the Department of Human Services.

Comment: This footnote was included last year in the Long Bill at the request of the
Department of Health Care Policy and Financing. Thisfootnote provides legidlative intent
to alow some flexibility in the transfer of funds in the Department of Human Services
Medicaid -funded programsin order to reconcileto centralized appropriation transfersmade
in the Department of Human Services.
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
DEPARTMENT OF Health Care Policy and Financing

| SSUE:
Department of Health Care Policy and Financing's Mission, Goals, and Performance Measures
DISCUSSION:

Department Mission

Mission Satement:

The mission of the Department of Health Care Policy and Financing is to purchase
cost-effective health care for qualified low-income Coloradoans

Goals and Performance M easur es

The Department’'s FY 2007-08 strategic plan isatotal of 55 pages long (without attachments) and
is comprised of six maor goas, 20 strategic objectives, and 79 performance measures. The
strategic objectives are tied to the achievement of key goals. The Department's then writes
performance measures for each strategic objective for each affected administrative division. The
strategic plan a so includes objectives and performance measuresfor FY 2006-07 and FY 2005-06
as well as a narrative describing the progress towards or achievement of their past performance
measures. Inaddition, the Department's strategi ¢ plan document contai ns attachments showing data
from the Consumer Assessment of Health Plans Study (CAHPS) and the Health Plan Employer Data
Information Set (HEDIS) as well as background and statistical information for the Department.

Staff Analysis

Joint Budget Committee staff reviewed the Department's performance measures submitted in the
budget. The following checklist was used for staff's assessment of the Department's performance
measures.

Department's Strategic Plan and Performance M easure Evaluation Criteria
1. Do the goals and performance measures correspond to the program'’s directives provided in statute?
Are the performance measures meaningful to stakeholders, policymakers, etc.?
Does the Department use avariety of performance measures (including input, output, efficiency,
quality, outcome)?
Do the performance measures cover all key areas of the budget?
Are the data collected for the performance measures valid, accurate, and reliable?
Are the performance measures linked to the proposed budget base?
Isthere a change or consequence if the Department's performance targets are not met?

w N

No gk
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Based on the criteria above, staff's overall assessment of the Department's strategic plan and
performance measures is that the plan isan internal management document that is not auseful tool
to communi catethe Department's performanceto policymakersor stakeholders. Followingisstaff's
analysis of the key components of the Department's strategic plan and performance measures.

Assessment of Mission, Goals, and Objective Statements (Criteria #1)

TheDepartment'soverall mission and goal statementsareconsistent with thelegidativedeclarations
for the Department'sthree major programs|the Colorado Medical AssistanceAct (Section 26-4-102,
C.R.S), the Children's Basic Health Plan (Section 26-19-102, C.R.S.), and the Indigent Care
Program (Section 26-15-102, C.R.S.)]. Inaddition, the Department hasorganized their strategic plan
so that objectives statements and performance measures are tied back to specific goals.

While it is staff's assessment that the Department's selected goals and objectives are generaly
consistent with statutory intent, the statements could be strengthened to better communicate the
desired result of achieving agoal or objective. For the most part, the Department'sgoal statements
and objectivesare vague platitudesthat do not indicateadesired result. Following aretwo examples
of the Department's goal and objective statements that illustrate this point.

Example -- Department's Goal A Staff's Recommended | mprovement
(for discussion only)

The Department will operate its programsto assure that | Maintain annual per capita cost increases at or below
the health care the Department purchases is medically (pick atarget -- 6%, Denver Metro health
necessary, appropriate, and cost-effective. inflation factor, etc.).

Saff Comment: The main focus of this goal seemsto Saff Comment: In staff's example above, a clear

be containing costs by ensuring that the medical desired result would be indicated. With this type of
services purchased are necessary and cost-effective. goal statement, specific strategies could then be
Staff's assessment is that this goal statement is too implemented in order to accomplish the goal.

broad to get a specific sense of what the Department is
trying to accomplish.

Example -- Department's Objective Statement 1.1 (Related to Goal A)

To maximize the opportunity to preserve health care services through the purchase of servicesin the most cost-
effective manner possible.

Saff Comment: Again this objective statement istoo broad (and somewhat just restates goal A above) to convey

adesired result. Objective or strategy statements that could be used to help achieve staff's example goal above

could include;

1) Institute drug utilization review programs to reduce prescription drug costs in order to contain costs and to
ensure proper medications are dispensed.

2) Evaluate primary care provider rates to ensure sufficient primary care is available in order to avoid costly

emergency room visits.
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Example -- Department's Goal C Staff's Recommended | mprovement
(for discussion only)

The Department will partner with public and private The Department will partner with public and private
entities to maximize the resources to improve the entities to ensure 100% of Medicaid eligible clients
health status of Coloradans. have access to a primary care provider.

Saff Comment: While the Department's goal A seemed | Staff Comment: Staff's example narrows the goal to the
to indicate adesire at cost-containment, Goal C population served by the Department. This goal
indicates a desire for improving health quality. This statement also states a desired result that al enrolled
goa statement has a little bit of "mission creep”. The clientswill have accessto a primary care provider.

goal talks about improving the health status of all
Coloradans. Thisisalittle beyond the Department's
control or mission. The Department can only provide
access to health care for Coloradans eligible for the
Department's programs.

Example -- Department's Objective Statement 1.4 (Related to Goal C)

To assure delivery of appropriate, high quality care. To design programs that result in improved health status for
clients served and to improve health outcomes. To ensure that the Department's programs are responsive to the
service needs of enrolled clientsin a cost-effective manner.

Saff Comment: This objective statement is really several objectives and restates previous goals or objectives.
Staff would recommend a shortened statement as follows: "To provide access to effective health care services for
eligible clients by managing and designing appropriate health care programs.”

Assessment of Performance M easures (Criteria 2 through 7)

Thebiggest weaknessinthe Department'sstrategic planistheir sel ected performance measures. The
majority of the Department's performance measuresarealist of administrativetasksto becompleted
(reports to befilled out, data to collect, audits to perform, quarterly payments to make). While the
Department's performance measures may be helpful asan internal management tool to list tasksthe
Department will completein order to work towardstheir goal and objective statements, themeasures
do not provide any useful information to stakeholders or policymakers for assessing the results of
the Department's programs (i.e. why does the Department exist and why does the State spend the
amount of money it does on each program). Most of the Department's performance measures are
output measures (number of tasks completed) and do not give a sense of efficiency, quality, or
outcomes. Inaddition, the Department sel ects different performance measurersfor each fiscal year
(related on new tasksfor that year). Whilethe Department'sstrategic plan doesindicateif theformer
year's tasks were completed, the performance measures do not provide a historical record of the
Department's achievement of its mission. Nor do the performance measures provide benchmarks
of where the Department wants to go in the future. Finally, the performance measures that the
Department has chosen relate only to administrative functions (e.g. there is not one performance
measurethat indicatesthetotal number of clientsreceiving health care servicesfrom the Department
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-- the number one input or workload measure that drives funding for the Department). It is staff's
assessment that the Department has not chosen performance measures that would allow the
Committee to assess the outcomes of the Department's programs (i.e. Medicaid, Children's Basic
Headlth Care Plan, etc.). Following isan example of one of the Department's performance measure
that helpsillustrate staff's point.

Example -- Department's Performance Staff's Example
Measure (Related to Goal B Above and Objective 1.4)
(Related to Goal C Above and Objective 1.4) For Discussion ONLY
The Quality Improvement Section will measure and FY 2006 FY 2007 FY 2008
report the quality of health care services provided to Actual* Current Future
Medicaid through nationally recognized performance Year Year
measures (HEDIS) and plan an intervention to improve | % of overall Target* Target*
the score of at |east one measure. Medicaid children
with accessto a
primary care
provider
1) 12-24 Months 21.1% 21.1% 25.0%
2) 25 Monthto 6 yrs 26.6% 26.6% 30.0%
3) 7yrsto 11 yrs 33.5% 33.5% 33.0%
Saff comment: This performance measure merely In staff's example, performance measures would allow the
states the Department collects the HEDIS survey data managers, stakeholders, and policymakers to consider past
(collect data and do very little with it). While the year, current year, and future year performance and targets.
Department does indicate that they will select one In addition, performance measures would be somewhat
score to try and improve, the plan doesn't indicate what | consistent overtime so that multiple years of data could be
score, why it would be chosen, the target for improve, used in order to judge performance.
and funding necessary, if any, to improve the score.
*|llustration only. Does not represent the Department's
request or staff's recommendation.

In summary, as stated earlier the Department selects performance measures that are administrative
tasks to be completed each year. For the most part, the measures are not "data driven" (i.e. the
Department will hold annual Empl oyee A ppreciation meetingsin alocation where all staff can attend;
the Budget Division will submit al budget requests on time; the Safety Net Financing Section will
solicit feedback by December 31, 2007 from providers regarding the administrative precesses and
responsiveness to questions and needs regarding the Comprehensive Primary Grant Program and the
Primary Care Fund). While the Department does report back in the next year's strategic plan if the
prior year's tasks have been completed, the measures for the next year change as tasks change.
Therefore, thereislittle historical record to judge past performance with present performance or future
performance. Inaddition, thereisno attempt to indicate the resources used or needed to achieveagoal
or measure. |f the Committee were to move toward performance-based budgeting, it is staff's
assessment that the Department's current strategic planning process would have limited usein a
performance-based budgeting environment.
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Questions for Department

Staff recommendsthat the Committee discussthefollowing questionswith the Department during the
FY 2007-08 budget hearing:

1.

2.

How do your performance measures influence department activities and budgeting?
To what extent do the performance outcomes reflect appropriation levels?

Towhat extent do you believe that appropriation levelsin your budget could or should betied
to specific performance measure outcomes?

As a department director, how do you judge your department's performance? What key
measures and targets do you used?
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
DEPARTMENT OF HEALTH CARE POLICY AND FINANCING
Colorado's Medicaid Program Preliminary Budget Outlook

| SSUE:

The Department's November 2006 budget request currently forecasts a FY 2006-07 General Fund
supplemental of $11.7 million in the Medical Services Premiums (M SP) line item over the current
FY 2006-07 appropriation. The Department'sFY 2007-08 request indicatesaGeneral Fundincrease
of $55.9 million in the Medical Services Premiums line item over the current FY 2006-07
appropriation.

SUMMARY:

a Thefinal FY 2005-06 Medical ServicesPremiumslineitem expenditureswere$1.99 billion
total funds. A tota of $3.4 million (0.17 percent) of the fina FY 2005-06 appropriation
reverted at the end of thefiscal year. Of thisamount, $544,121 was from the General Fund.

Qa The Department's budget request shows a preliminary FY 2006-07 Medical Services
Premiums line item supplemental need of $21.8 million total funds (1.0 percent). Of this
amount, $11.7 million is from the General Fund (a 1.2 percent increase to General Fund).

a The Department's FY 2007-08 budget request for Medical Services Premiumslineitemis
$154.2 milliontotal funds higher than the current FY 2006-07 appropriation. Of thisamount,
$55.9 million is from the General Fund (a 5.6 percent increase).

RECOMMENDATION:

Staff recommends that the Committee discuss the Department's request for the Medical Service
Premiums line item at their hearing by asking the questions listed at the end of thisissue.

DISCUSSION:

FY 2005-06 Final Appropriation and Actual

The final FY 2005-06 appropriation for the Medical Services Premiums line item (MSP) was
$1,999,646,558. The final FY 2005-06 expenditures for the MSP line item was $1,996,264,308.
Therefore, atotal of $3,382,250 (0.17 percent) of the M SPlineitem appropriation reverted at theend
of the fiscal year. Table 1 shows the final FY 2005-06 appropriations and expenditures by fund
source.
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Tablel: FY 2005-06 Final Expenditures
GF & GFE CF and CFE Federal Funds Total Funds
Origina FY 2005-06 Appropriation $1,042,362,634 $66,142,115 | $1,069,716,621 | $2,178,221,370
2006 Session Adjustments (al bills) ($65,612,060) | ($39,736,709) | ($73,226,043) | ($178,574,812)
FY 2005-06 Final Appropriation $976,750,574 $26,405,406 $996,490,578 | $1,999,646,558
FY 2005-06 Final Expenditures $976,206,453 $23,713,210 $996,344,645 | $1,996,264,308
Difference (+ reversion/ - overexpenditure) $544,121 $2,692,196 $145,933 $3,382,250
% Difference from final appropriation 0.06% 10.20% 0.01% 0.17%
% Difference from original appropriation 6.35% 64.15% 6.86% 8.35%

As Table 1 above shows, the original FY 2005-06 General Fund appropriation was 6.35 percent
higher than the FY 2005-06 Genera Fund actual and 8.35 percent higher for total funds. Table 2
shows the supplemental adjustments that were approved during the 2006 Session to correct most of

the original over forecast in the Medical Services Premiumslineitem.

Table2: FY 2005-06 -- 2006 Session Adjustmentsto Correct Original Appropriation
GF & GFE CF and CFE Federal Funds Total Funds

Original FY 2005-06 Appropriation $1,042,362,634 $66,142,115 | $1,069,716,621 | $2,178,221,370
H.B. 06-1217 -- Transfer State Contribution
Payment for the Medicare Modernization
Act from Medical Service Premiumsto
Other Medica Services (%$30,984,982) $0 $0 ($30,984,982)
H.B. 06-1217 -- Moveto calendar year
rather than fiscal year to certify public
expenditures & Denver Health out stationing $7,592,694 | ($13,722,753) ($6,130,059) ($12,260,118)
H.B. 06-1369 -- Provider rate increases $3,120,000 $0 $3,120,000 $6,240,000
H.B. 06-1385 -- Eliminate appropriations for
Legidlation not implemented as originally
assumed $3,267,844 | ($25,129,829) ($22,336,124) ($44,198,109)
H.B. 06-1385 -- New forecast of caseload
and cost-per-client ($48,607,616) ($884,127) ($47,879,860) ($97,371,603)
Final FY 2005-06 Appropriation $976,750,574 $26,405,406 $996,490,578 | $1,999,646,558

Transfer MMA State Contribution Payment from MSP to OMS: Originaly staff had
recommended that the MM A State Contribution Payment (clawback) beappropriatedintheMedical
Services Premiums (M SP) divisionin order to allow the Department maximum flexibility during the
first year of administering the Medicare Modernization Act (MMA) program. Intheir supplemental
request in January 2006, the Department requested that the clawback payment be transferred from
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MSP to the Other Medical Services (OMS) division. The JBC approved the Department's request
and transferred the clawback appropriation from the M SPlineitem to the OM Sdivision. Thisissue
does not represent a miscalculation of the original appropriation, it was atechnical change to the
appropriation structure.

Move to a calendar year basis for certifying public expenditures and Denver Health out
stationing costs: During the supplemental process last year, at the Department's request, the JBC
approved moving from afiscal year basis to a calendar year basis for the timing of certifying the
Medicare Upper Payment Limit (UPL) adjustments at public hospitals. This change was based on
audit recommendations from the Centers of Medicare and Medicaid Services (CMS). In addition,
the JBC also approved certifying additional funds at Denver Health for the costs related to
performing administrative functions for the Medicaid program in order to increase their federal
reimbursement for these services. These were issues that arose after the origina FY 2005-06
appropriation was approved in March 2005.

Provider rateincreases. With the passage of Referendum C, the JBC was ableto address provider
rate issues during the 2006 Session.

Eliminate appropriations for legislation not implemented as originally assumed: Last year's
final supplemental bill eliminated or reduced the appropriation clausesin several bills passed during
the 2005 Session based on new implementation schedules for these bills. These bills include the
bills discussed in the Footnote 20b report (see pages 53 & 54) and H.B. 05-1262. House Bill 05-
1262 wastheimplementing legislation for Amendment 35. Dueto delaysinremovingtheMedicaid
asset test, most of the original caseload increases anticipated in H.B. 05-1262 did not occur in FY
2005-06. Therefore, thefinal supplemental bill for FY 2005-06 adjusted for theimplementationtime
lines for the special bills enacted during the 2005 Session.

New forecast of caseload and cost-per -client: Every year in February and March the Department
and staff reforecast the Medical Services Premiumsline item for the current year based on year-to-
date caseload and expenditure data. Last year, these new forecasts showed that the original forecast
(March 2005) had over estimated the caseload and costs for FY 2005-06. Therefore, based on the
most current dataavailable, the appropriation was reduced to reflect the new cost estimates. By the
timethefinal forecast ismade each year, staff has approximately 7 to 8 months of current year data.
Therefore, thefinal March forecast is only predicting 5 to 4 months out from the final expenditures
while the original appropriation istrying to predict the final expenditures from 17 to 16 monthsin
advance.

March 2005 March 2006 March 2007
FY 2004-05 Final Forecast FY 2005-06 Final Forecast FY 2006-07 Final Forecast
FY 2005-06 Original Forecast FY 2006-07 Original Forecast FY 2007-08 Original Forecast
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Themainreason that theorigina FY 2005-06 forecast needed to be reduced downward was because
the Department and staff had both over estimated the original casel oad growth back in March 2005
(staff had over estimated it more than the Department had). In March 2005, the Colorado Benefits
Management System had just recently been implemented. Due to implementation problems, the
Department had acourt order that temporarily issued abenefit freeze until theimplementation issues
could be addressed. This benefit freeze distorted caseload reporting. Therefore, caseload growth
appeared to be higher than it actually wasin March 2005 (to what extent isstill an unknown). This
led to amodeling error in both the Department's and staff's casel oad and cost-estimates. Once the
Department and staff had sufficient data to correct the error, caseload was reforecasted from the
original estimate of 427,147 clients(traditional Medicaid -- doesnot include H.B. 05-1262 casel oad)
to the final estimate of 399,710 clients.

How Accurate Wasthe Final FY 2005-06 Forecast (March 2006)
Thefinal FY 2005-06 forecast for both caseload and expenditures was the most accurate the fina

estimate has been over the last five years (and the most accurate it is likely to ever be). Table 3
shows the final estimates (the March forecasts) for caseload for the last five years.

Table3: Accuracy of Caseload Estimates (Traditional -- Excludes H.B. 05-1262)
Total
Medicaid Caseload | FY 2001-02" | FY 2002-03" | FY 2003-04" | FY 2004-052 | FY 2005-06

N

Original Caseload \\\\ \\Q \\\\

Estimate N \ & 375,411 427,147

Final Caseload N Q

Estimate N \ 359,784 403,904 399,710

Actual Caseload 295,413 327,395 362,531 402,802 399,705

% Original Different Y N\ Q

from Actual & N N 7.30% (6.42)%

N
% Final Difference \ \
from Actual & N 0.76% 0.27)% 0.00%

"Original Casel oad estimatesincluded retroactivity whilethe actual s have been modified to excluderetroactivity in order
to better match caseload with cash accounting. Therefore, original estimates for these years can not be accurately
compared to final caseload reported.

"2Thisisthe year CBMS was implemented. Staff believes that the impact of the benefit flag freeze distorts the actual
caseload by showing it to be higher than it actually was.

As Table 3 shows, the final caseload estimate for the last three years has been fairly accurate when
compared with the actual average caseload for all of the Medicaid aid categories (forecast error
differsfor theindividual aid categorieswithinthe Medicaid population). Infact, in FY 2005-06 the
final caseload was only five clients higher than the actual caseload for all aid categories.
Neverthel ess, thetable above showsthat there is considerable room for improvement in the original
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forecast. However, now that both the Department and staff are use to forecasting without
retroactivity and have adjusted for any data problems from the CBM S benefit freeze, staff believes
that the future original caseload forecasts will improve. Table 4 shows the difference between the
Department's and JBC's casel oad forecasts for the last three actual years.

Table4: Department and JBC Caseload Estimates (Traditional -- Excludes H.B. 05-1262)
Total
M edicaid Caseload
FY 2003-04" FY 2004-05 FY 2005-06
Origina JBC Caseload Estimate \\\\\\\ 375,411 427,147
Final JBC Caseload Estimate 359,784 403,904 399,710
Origina Department Caseload Estimate \\\\\\ 376,986 424,374
Final Department Casel oad Estimate 356,133 405,022 404,261
Actual Caseload 362,531 402,802 399,705
Actual Caseload - Department Final 6,398 (2,220) (4,556)
Actual Caseload - JBC Final 2,747 (1,102) (5)

The JBC Final caseload projection tends to be a little more accurate than the Department's fina
casel oad data mainly because the JBC staff usually has about two more months of actual datain the
forecast model than does the Department. Please note that the above tables shows the average
caseload for all Medicaid aid categories. Individual forecastsfor each category vary in accuracy (the
more detail to the forecast the more variance in the accuracy).

Although the number of clients served does drive a portion of the Medical Services Premiums
budget, it is not the only factor in the overall expenditure forecast. The expenditure forecast also
predicts the average anticipated cost-per-client for each Medicaid Aid Category aswell as predicts
adjustments for what is called bottom of the line financing and the impacts of special legislation.
The average cost-per-client is driven by both price of services as well as utilization of services.
Unlike the Medicaid mental health program, the Medicaid Medical program is not a managed care
program for themost part (i.e. itisnot afully capitated program -- although there are some capitated
programswithin the Medical Services Premium lineitem). Therefore, thereisadded complexity in
forecasting the average cost-per-client each year because the State does not have a contracted
capitation rate for each aid category. The average cost-per-client is calculated each year based on
current expenditure trends for each aid category and then is adjusted by both special legislation and
bottom of the line financing. Table 5 on the next page shows the final estimates (the March
forecasts) for Medical Service Premiums for the last five years.
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Table5: Accuracy of General Fund and Total Fund Expenditures
Medical Services Premiums

Total
M edicaid M edical
Expenditures FY 2001-02 FY 2002-03? | FY 2003-047 FY 2004-05 FY 2005-06

Origina Total Fund
Estimate $1,555,222,982 | $1,729,799,673 | $1,844,485,672 $1,934,644,559 | $2,178,221,370
Origina General Fund
Estimate $774,901,434 $838,461,881 $864,399,617 $936,641,159 | $1,042,362,634
Final Total Fund
Estimate $1,593,208,305 | $1,550,350,117 | $1,854,919,776 $1,966,958,051 | $1,999,646,558
Final General Fund
Estimate $763,790,045 $701,341,861 $846,564,816 $957,699,084 $976,750,574
Actual Total Fund $1,585,471,639 | $1,549,735,300 | $1,868,658,515 $1,920,474,771 | $1,996,264,308
Actual General Fund $758,706,995 $705,572,289 $855,002,797 $935,078,890 $976,206,452

% Actual GF
Different from
Original Estimate (2.09)% (15.85)% (1.09)% (0.17)% (6.35)%

% Actua GF
Different from Final
Estimate (0.67)% 0.60% 1.00% (2.36)% (0.06)%

"* Does not include appropriations to adjust for over-expenditure authority. This represents the final appropriation
estimate before the Actual Expenditures were known.

2 pdjusts the final estimate to include the impact of the Federal Job and Growth Tax Relief Reconciliation Act of 2003 which
contained a provision to temporarily increase Colorado's Federal Match Rate (FMAP) from 50 percent to 52.95 percent from April

2003 through June 2004. The FY 2002-03 & 2003-04 appropriation were not adjusted to reflect the impact of the FMAP
increase in order not to impact the future 6.0 percent limit on appropriations. However, for the purposes of the analysis
contained in the table above, staff has adjusted the final estimate by the FMAP increase in order to reflect the accuracy
of theforecast. Alsoitisimportant to note that in FY 2001-02, FY 2002-03, & FY 2003-04, negative supplementals
were enacted in order to curtail the growth in Medicaid spending because of dropping state revenues. The changesin
FY 2002-03 and FY 2003-04 also reflect the move to cash accounting for thislineitem. Therefore, the changein from
the original appropriation to the final appropriation reflected different circumstances within the total state budget, not

just the Medicaid forecast.

Table 5 shows that the final estimate of the General Fund has been fairly accurate over thelast five
years. InFY 2003-04, the main reason for final estimate being 1.0 percent under estimated wasthe
Department settled the Colorado Access HM O lawsuit after the General Assembly adjourned. The
Department made the decision to immediately pay thelawsuit in 2004 in order to reduce the amount
of the General Fund payment by taking advantage of the temporary increase the State wasreceiving
in the FM AP percentage due to the Federal Job and Growth Tax Relief Reconciliation Act of 2003.
If the amount of the Colorado Access lawsuit payment was excluded from the FY 2003-04 actual,
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the General Fund would have been over expended in FY 2003-04 by only $1,560,055 (0.17 percent
increase from the final estimate). The other instance when the final estimate was quite a bit
different from the final appropriation was FY 2004-05 when the implementation of the CBMS
implementation was over inflating caseload data. However, the original estimate for FY 2004-05
was very close to the actual expenditures for that year (which was forecasted before CBMS was
implemented). The error in forecasting for the original FY 2005-06 estimate was mainly related to
building off the FY 2004-05 final appropriated base, transferring the clawback payment from the
MSPdivisiontothe OM Sdivision, delaysinimplementing special legislation, and over forecasting
the growth of the Medicaid traditional caseload. Once the these problems were addressed, the fina
expenditure estimate was the closest to the actual expendituresin recent history.

What isthe Impact of Under Forecasting or Over Forecasting the Medical Services Premiums

Under Forecasting: When the Medical Services Premiumslineitemisunder forecasted, the result
isan overexpenditurein thelineitem at year end. In order to close the books each fiscal year, state
statute (Section 24-75-109) allows certain state departments to over expend their appropriations
within certain limits. Because of the entitlement nature of the Medicaid program, the Medicaid line
items are provided with unlimited overexpenditure authority as long as the overexpenditure is
consistent with the statutory provisions of the Medicaid program. However, when an
overexpenditure occurs, the State Controller is instructed to "restrict, in an amount equal to said
overexpenditure, the corresponding items or items of appropriation that are made in the general
appropriation act for the fiscal year following the fiscal year for which the overexpenditurethat is
allowed occurs." Therestriction on the current year appropriation islifted if the General Assembly
approvesasupplemental for theprior year overexpenditureduring thenext Legislative Session. The
statute also providesthat over expenditureswithin the Medicaid program are not counted against
the six percent appropriation limit. Therefore, there isthe potential that the Executive or Generad
Assembly could purposely under forecast the Medicaid Service Premiums line item in order stay
withinthesix percent limit and fund other State prioritiessinceany over expenditureintheMedicaid
programs would not be counted against the six percent limit.

Over Forecasting: When the MSP line item is over forecasted, the General Fund appropriation
reverts at the end of thefiscal year. Inany fiscal year when the 4.0 percent statutory reserveisfully
funded, any reversion from General Fund appropriations will increase the excess General Fund
reserve. Per current statute, the excess General Fund reserveistransferred twothirdsto the Highway
Users Tax Fund and one third to the capital construction fund (Section 24-75-218, C.R.S.).
Therefore, over forecasting the Medical Services Premiumsline item may lead to more funding for
roadsand capital constructionfunds. Inaddition, over forecasting the M SPlineitem meansamissed
opportunity to fund other stateprioritiesor other Department i ssues (Corrections, Higher Education,
K-12, etc.).

While different political consequences can occur from either under forecasting or over forecasting
the Medica Service Premiumslineitem, staff does not believethat either the Executive or Genera
Assembly have manipulated any forecasts for such a purpose. In staff's opinion, the forecasts have
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aways been the Executive's and General Assembly's best estimate of expenditures based on the

current data available.

Table 6 shows the Department's and the JBC's original and final General Fund estimates for the
Medical Services Premiums lineitem for the last three years.

Table6: Comparison of Accuracy of General Fund Expenditures
for Medical Services Premiums
Medicaid M edical General Fund Expenditures
FY 2003-04" FY 2004-05 FY 2005-06
Origina Department General Fund Estimate
(Original February Request from prior year --
Adjusted by Specia Bills) $859,204,528 $937,874,916 | $1,043,679,707
Original General Fund Appropriation
(JBC Action & Specia Bills) $864,399,617 $936,641,159 $1,042,362,634
Final Department General Fund Estimate
(February request of current year-- Adjusted by
Special Bills) $836,125,926 $973,356,222 $974,551,592
Final General Fund Appropriation
(JBC Action & Special Bills)* $846,564,816 $957,699,084 $976,750,574
Actual General Fund $855,002,797 $935,078,890 $976,206,452
Actud - Department Final Estimate $18,876,871 ($38,277,332) $1,654,860
Actual - JBC Final Estimate $8,437,981 ($22,620,194) ($544,122)

" Does not include appropriations for over expenditures. This represents the final appropriation before actuals were
known in order to represent how accurate the forecast was.

/2 Adjuststhe estimatesfor the actual FM AP change dueto the Federal Job and Growth Tax Relief Reconciliation Act of 2003
in order to make a more accurate comparison.

|FY 2006-07 Appropriation and Supplemental Estimate I

In order to calculatetheir FY 2007-08 request for the M SPlineitem, the Department providesanew
expenditure estimate for FY 2006-07 in their November budget request. While this estimate of
current year expendituresis not aformal supplemental request, it is an early indicator of what the
Department's supplemental request may bein February 2007. For FY 2006-07, the Department is
currently forecasting that $2.13 billion will be necessary to meet the obligations for the MSP line
item. The Department's forecast indicates that the current appropriation of $2.11 under funds the
anticipated need by approximately $21.8 million total funds (1.0 percent increase). Of thisamount,
$11.7 millionis General Fund (a 1.2 percent increase).
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Because the Department anticipates that the current year appropriation is slightly under funded, the
amount of funding requested for FY 2007-08 is $154.2 million total funds (7.3% increase) higher
than the current FY 2006-07 appropriation but is only $132.4 million (6.2% increase) higher than
the Department'srevised estimatefor FY 2006-07. Table 7 below summarizesthe Department's FY
2006-07 expenditure estimate and FY 2007-08 budget request.

Table7: FY 2006-07 Estimate & FY 2007-08 Budget Request
FY 2007-08 FY 2007-08
Department's Difference Department's Increase Increase
Current Estimated Possible FY 2007-08 Compared to Compared to
FY 2006-07 FY 2006-07 Supplemental Budget Current Estimated
Funds Appropriation Expenditure Amount Request FY 2006-07 FY 2006-07
Appropriation Expenditure
GF/GFE $996,821,857 | $1,008,548,589 $11,726,732 | $1,052,721,290 $55,899,433 | $44,172,701
CF 76,512 38,256 (38,256) 38,256 (38,256) 0
CFE 55,563,806 53,890,163 (1,673,643) 75,455,251 19,891,445 21,565,088
FF 1,058,825,384 1,070,637,022 11,811,638 1,137,288,856 78,463,472 66,651,834
Total $2,111,287,559 | $2,133,114,030 $21,826,471 | $2,265,503,653 | $154,216,094 | $132,389,623
Percent (Decrease) / Increase 1.03% n‘a 7.30% 6.21%

Table 8 showsthereasonsfor theanticipated increasein Medical Service Premiumsfor FY 2006-07.

Table8: Medical Service PremiumsFY 2006-07 Estimated Expenditures Detail

Item Total GF/ Cash Cash Fund Federal
Funds GFE Funds Exempt Funds
Current FY 2006-07 Appropriation $2,111,287,559 $996,821,857 $76,512 $55,563,806 $1,058,825,384
Department's Estimated Decreases for FY 2006-07 (Nov 1, 2006 Request)
New UPL financing estimate 2,357,131 (2,357,131) (38,256) 2,395,387 2,357,131
Updated caseload and cost-per-client
estimates 19,469,340 14,083,863 0 (4,069,030) 9,454,507
Department's New Estimate for
FY 2006-07 (Nov 1, 2006) $2,133,114,030 | $1,008,548,589 $38,256 | $53,890,163 | $1,070,637,022
(Decrease)/Increase from current
FY 2005-06 appropriation $21,826,471 $11,726,732 | ($38,256) | ($1,673,643) $11,811,638

New UPL financing estimate: For the last severa years, the Department has reimbursed public
hospitals, nursing homes, and home health agencies at the Medicare Upper Payment Limit (UPL).
The Department then certifies public expenditures at these facilities as the state match for the higher
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reimbursement. The higher reimbursement draws down additional federal match that the state uses
to offset General Fund expenditures in the MSP line item. Based on current charges and casel oad
estimates, the Department has revised their estimate on how much General Fund will be offset using
the UPL financing mechanism. The Department'srequest reflectsa$16,759,985 General Fund of fset
fromthe UPL financinginstead of the $14,364,778 General Fund offset anticipatedinthe current FY
2006-07 appropriation. Based on this new estimate, the General Fund appropriation can be reduced
by an additional $2,357,131in FY 2006-07. However, this decrease in General Fund is offset by
increases to the General Fund due mainly to higher cost-per-client estimates.

Updated caseload and cost-per-client estimates. Thisitem represents the Department's current FY
2006-07 estimate for medical services for the Medicaid caseload. This calculation is based on an
overall caseload forecast decrease of 1,289 clients (-0.30%). However, this decrease in caseload is
offset by an overall increase estimate for medical costs and utilization. This forecast will be
recal culated when the Department submitstheir final budget request in February 2007. Thisitemis
discussedingreater detail inssue#2 -- FactorsIncreasing/Decreasing the Medicaid Medical Budget.

The Department's November request indicatesthat a possible supplemental of $11.7 million General
Fund may be submitted in the February 2007 request. Thisrepresentsan increaseto the current M SP
line item General Fund appropriation of approximately 1.2 percent. While the November 1, 2006
request does not represent the Department's final calculations and supplemental request, staff
emphasi zesthisissue so that the Committeeisaware of the potential supplemental amount according
to the Department's current calculations. If the Department's current estimate is correct, the State
would exceed the 6.0 percent appropriation limit (currently, the State is approximately $2.0 to $3.0
million under the 6.0 percent appropriation limit when 1331 supplementals are included).

Thus far, monthly expenditure reports from the Medical Services Premiums line item indicate that
expenditures are tracking fairly close to anticipated levels. Table 9 shows the actual monthly
expenditures through October 2006.

Table9:
FY 2006-07 M edical Services Premiums Monthly Expenditures
July Aug Sept Oct YTD YTD Monthly
Average

Acute Care
Services &
Administrative $117,641,074 $83,528,924 $86,601,270 | $116,915,769 | $404,687,037 $101,171,759
Community
Long-Term Care 18,854,703 16,542,922 16,616,118 19,090,630 71,104,373 17,776,093
Long Term Care
& Insurance 53,121,699 48,996,940 50,238,359 57,235,862 209,592,860 52,398,215
Total Services $189,617,476 | $149,068,786 | $153,455,747 | $193,242,261 | $685,384,270 $171,346,068
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Astable 9 above shows, the average monthly expenditures for medical services during the first four
months of FY 2006-07 are $171.3 million. The current FY 2006-07 appropriation would support
average monthly expenditures of $174.6 million for medical services (excludes bottom of the line
financing). Furthermore, monthly expenditures should be somewhat higher in April through June
2007 because of new rateincreasesthat are scheduled to begin April 2007 pursuant to H.B. 06-1385.
Therefore, at this time, the monthly reports neither validates nor invalidates the Department's
analysis that FY 2006-07 expenditures will be below the current appropriated level. When staff
completed afive year projection for the Staff Director in October, based on caseload issues alone,
staff estimated that the current appropriation was over funded by $35.7 million. Of thisamount, staff
estimated a decrease in the General Fund appropriation of $7.6 million. Table 10 below shows the
difference between the current appropriation, the Department'sinitial FY 2006-07 estimateand staff's
initial FY 2006-07 estimate.

Table10: FY 2006-07 Estimate & FY 2007-08 Budget Request
Staff
Department's Staff's Staff Difference
Current Estimated Initial Est. Difference From
FY 2006-07 FY 2006-07 FY 2006-07 From Current
Funds Appropriation Expenditure Budget Department FY 2006-07
Request FY 2006-07 Appropriation
GF/GFE $996,821,857 $1,008,548,589 $989,191,459 (%$19,357,130) ($7,630,398)
CF 76,512 38,256 76,512 38,256 0
CFE 55,563,806 53,890,163 47,751,147 (6,139,016) (7,812,659)
FF 1,058,825,384 1,070,637,022 1,038,600,059 (32,036,963) (20,225,325)
Total $2,111,287,559 $2,133,114,030 $2,075,619,177 ($57,494,853) ($35,668,382)

Please note that both of the Department's and staff's FY 2006-07 estimates are preliminary. These
estimates will be refined as more data becomes available. Currently, staff and the Department are
$19.4 million apart on their General Fund estimates (with the Department estimating a under
appropriation of $11.7 million General Fund and staff estimating an over appropriation of $7.6
million). In January and March 2007, staff will revisit the FY 2006-07 appropriation estimates in
greater detail. However, at this point, staff does not believe the Committee needs to be overly
concerned about either a looming large negative or positive supplemental appropriation for the
Medical Services Premiums lineitem.

FY 2007-08 Department Budget Request

For FY 2007-08, the Department anticipates that Medical Service Premiums expenditures will
increase by $154.2 milliontotal fundsover the current FY 2006-07 appropriation. Thisisanincrease
of 7.3 percent. Table 11 summarizes the Department's FY 2007-08 request.
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Table11: Medical Service PremiumsFY 2007-08 Budget Request

Item Total Funds GF & Cash Cash Fund Federal
GFE Funds Exempt Funds

Current FY 2006-07
Appropriation $2,111,287,559 $996,821,857 $76,512 $55,563,806 $1,058,825,384

Department's Estimated I ncreases for FY 2007-08 (Nov 1, 2006 Request)

Base caseload growth & cost-per-

client (DI #1) $149,426,166 $53,959,687 ($38,256) $19,753,332 $75,751,403
Provider rate increases (DI #6) 13,704,727 6,755,310 0 138,113 6,811,304
Annualize April 2007 provider rate
increases 12,416,250 6,208,125 0 0 6,208,125
Immigration reform (DI #4) 8,805 1,349 0 0 7,456
Annualize prior year legislation
changes 1,862,377 (54,005) 0 985,194 931,188
Savings from increased hospital &
FQHC audit activity (BRI #1) (497,147) (248,573) 0 0 (248,574)
Transfer administrative costs from
MSP to EDO division (DI #10) (22,705,084) (10,722,460) 0 (985,194) (10,997,430)
Department's FY 2007-08

Budget Request $2,265,503,653 | $1,052,721,290 $38,256 | $75,455,251 | $1,137,288,856
I ncrease above current

FY 2006-07 appropriation $154,216,094 $55,899,433 | ($38,256) | $19,891,445 $78,463,472
Per cent Increase 7.30% 5.61% -50.00% 35.80% 7.41%

Base caseload growth & cost-per-client (DI #1): Thisamount represents the Department'sfunding
estimates for new casel oad and cost-per-client calculations. Thisitemisdiscussed in greater detail in
in Issue #2 -- Factors Increasing/Decreasing the Medicaid Medical Budget.

Provider rateincreases (DI #6): The Department's request contains $13.7 million for new provider
rate increases in FY 2007-08. The Department is targeting four types of providersin the Medical
Services Premiums line item: inpatient hospital; single entry points; specialty providers, and
emergency transportation. Thisitem isdiscussed in greater detail the Provider Rate Increases.

Annualize April 2007 provider rateincreases. The Department'srequest al so containsan increase
of $12.4 to annualize provider rate increases that were approved in H.B. 06-1385 to begin in April
2007 (one quarter of funding in FY 2006-07). Because the FY 2006-07 appropriation only contains
apartial year of funding for theserateincreases, theratesincreases must beannualized inthe FY 2007-
08 budget to a full-year impact.
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Immigration reform: The Department estimates that the total impact to the Medical Services
Premiums line item for immigration reform will by $8,805 total funds. However, other lineitemsin
the Department (mainly county administration in the Executive Director's Office) will also have
impacts from immigration reform.

Annualizeprior year legislation changes. The Department estimates atotal fund increase of $1.9
millionto annualize prior year legislation. Thisincludesthe costsfor annualizing S.B. 04-177 (Home
and Community Based Services for Children with Autism); H.B. 05-1015 (Outpatient Substance
Abuse Treatment), H.B. 05-1262 (Disease Management Programs), H.B. 06-1270 (Public Schools
Determine Eligibility for Public Medical Benefits); and S.B. 06-165 (Telemedicine Transmission
Costs).

Savings from increased hospital & FQHC audit activity (BRI #1): The Department estimates a
savings of $497,147 total fundsto the Medical Services Premiumslineitem from increasing auditing
activities for hospitals and Federally Qualified Health Centers.

Transfer administrativecostsfrom M SPto EDO division (DI #10): The Department also requests
that $10.7 million total funds be transferred from the M SP division to the EDO division. Thiswould
consolidateall administrative costsintothe EDO. Currently, the M SPdivision fundingincludes costs
related to disease management and single entry point contracts. Because the functions of these
contractsare primarily administrativein naturerather than providing direct medical careto clients, the
Department believes that these functions should be moved from the Medical Services Premiumsline
item into the EDO division so that the true medical cost per client is not distorted by these
administrative costs.

|Questi0nsfor the Department .

Staff recommendsthat the Committee discussthefollowing questions and i ssueswith the Department
at their hearing.

1 Please describewhat the Department believesto bethe current strengthsand weaknessesin the
Department's forecasting methodol ogies for the Medical Services Premiumslineitem? How
doesthe Department'sforecasting methodol ogies and accuracy compareto forecasting model s
and accuracy in other states? Doesthe Department believe that more accurate forecasts could
be developed if other methodol ogies were used? If so, how much funding or resourceswould
be necessary to help devel op and test new methodologies for the Medical Services Premiums
lineitem (i.e. would an outside consulting firm or university need to beinvolved in devel oping
anew methodology -- would anything be gained from such an effort)?

(Pleasenote: Staff believesthat the casel oad forecast methodol ogiesarefairly similar to other
states in using some method of time series or regression forecasting. However, the
Department's current methodol ogy for devel oping the cost-per-client estimatesis probably not
as sophisticated as other forecasting methodologiesused. The questionsabove attempt to give
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the Department an opportunity to discuss where they believe weaknesses and strengthsin the
forecasting methodology are and if they believe that forecasting could be significantly
improved to increase accuracy.)

2. If aFY 2006-07 supplemental isneeded for the Medical Services Premiumslineitem, doesthe
Executive have suggestions on how to avoid being over the 6.0 percent appropriations limit?

3. The Department's current FY 2007-08 appropriation indicates a General Fund increase to the
Medical ServicesPremiumslineitem of $55.9 million. Thisis5.61 percent increase over the
current FY 2006-07 appropriation. If Decision Item #10 is excluded for the request (since it
isatransfer of fundsto another division and does not represent a true decrease), the General
Fund increase for the Medical Services Premiums lineitem is $66.6 million or a 6.7 percent
increase over the current FY 2006-07 appropriation. Whenever, the Medical Services
Premiums line item grows by more than 6.0 percent, this affects the amount of funding that
other State programs can grow under the 6.0 percent appropriationslimit. Doesthe Executive
have a long-term strategy on how to reduce or maintain the growth in the Medical Services
Premiums line item to within 6.0 percent growth?

HCPF Share of State General Fund
FY 1996-97

FY 2001-02 FY 2006-07

| | HCPF
[ Rest of State Government
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
DEPARTMENT OF HEALTH CARE POLICY AND FINANCING
Factors|ncreasing and Controlling the M edicaid Medical Budget

| SSUE:

The Department forecaststhat the FY 2006-07 final casel oad growth ratewill be 7.06 percent higher
thanthe FY 2005-06 actual. However, theoverall cost-per-client will decrease by 0.34 percent from
the FY 2005-06 actual. For FY 2007-08, the Department forecasts a caseload growth rate of 5.65
percent with an overall cost-per-client increase of 0.97 percent.

SUMMARY:

a Three factors affect growth in the Medical Services Premiums budget: caseload growth,
utilization, and cost of services. Prior to FY 2005-06, casel oad growth ratesfor low income
adults and children have increased by double digits each year. While growth rates in these
categories are expected to slow during the new forecast period, they were anticipated to
remainfairly high because of the addition of Amendment 35 expansion caseloads. Thusfar,
in FY 2006-07 caseload growth for low-income adults and children are below forecast.

Qa The Department anticipatesthat overall cost-per-clientin FY 2006-07 will decrease by 0.34
percent fromthe FY 2005-06 actual. The cost-per-client decreaseisattributed mainly caused
because the majority of caseload growth isin the lower cost aid categories (i.e. low income
children and adult). However, the Department's request for FY 2007-08 shows that the
overall per capita cost will increase by 0.97 percent. The Department's FY 2007-08
forecasted overall cost-per-client is only $40.00 higher than the overall cost-per-client was
ten years ago in FY 1998-99.

RECOMMENDATION:

Staff recommends that the Committee discuss the Medical Services Premiumsline item request at
the hearing, including the specific questions raised in the discussion portion of thisissue.

DISCUSSION:

|General Discussion of Medicaid Caseload and Cost-Per-Client Projections by Aid Category .

Thebudget for the Medical ServicesPremiumslineitemiscalculated by first forecasting theaverage
monthly enrollment and the average cost-per-client for each of the Department's 12 eligibility aid
categories. Thefollowing chartsprovideabrief description and history of the casel oad and cost-per-
client growth for the different aid categories.
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SSI 65+: This aid category includes (1)
individualswho are eligible for Supplemental
, Security Income under Title XV of the Social
L ¢16000 | Security Act, (2) individuals who do not
1-$14000 | receive SSI paymentsbut meet other Medicaid
, 1 'l -s$12000 | resource and income requirements;, and (3)

20,000 T T T $10,000 | individuals with incomes up to 300 percent
FY02-03 ' FY04-05 @ FY06-07 above the SSI maximum limit who arein need

of long-term care services. In FY 2005-06,
71.4 percent of these clients were female and
28.6 percent were male. Approximately 24.8
Concrers|stesss| sieso8| siess| sieoer| siectol siser seensl| PErCENt of the this aid category is under 70

SSI 65 +

$20,000

FY 01-02 FY 03-04 FY 05-06 FY 07-08

[l caseload (Y1)
— — - Cost Per Client (Y2)

years of age, 38.1 percent is between 71 and
80 years of age, 26.1 percent is between 81
and 90 years of age, and 11.0 percent isover 90 yearsof age. Over afiveyear period from FY 2001-
02 to FY 2005-06, the total caseload growth for thisaid category was 2,303 clients, or 6.8 percent.
Growth inthis category is not impacted as much by economic conditions. However, future growth
ratesin this category should exceed general population growth rates as the baby boomer generation
beginsto age.

While casel oad growth hasbeenfairly steady, cost-per-client growth hasbeen alittle moredramatic.
Over thelast five year period (FY 2001-02 to FY 2005-06), thetotal growth in the average cost-per-
clientisapproximately $1,622, or a9.6 percent increase in cost. The growth in the cost-per-client
would have been even greater if several of the cost containment measures enacted during the last
severa years had not impacted thisaid category and if the Medicare M odernization Act of 2003 had
not goneinto effect on January 2006 (which significantly lowered the prescription drug costsfor this
population). Because the mgjority of the clientsin this aid category are eligible for Medicare, the
primary cost driversfor this population have been institutional long-term care services, community
long-term care services, home health, prescription drugs, and Medicare co-insurance and
supplemental insurance. Thisaid category has the second highest average per-client-costs of any
of the aid categories.

Major Expenditure Categories for SS1 65+ FY 2005-06
$400,000,000
$350,000,000
$300,000,000
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SSI 60-64: This aid category includes
individualswho areeligiblefor SSI between
the ages of 60 to 64. The category may also
include individuals with incomes up to 300
percent above the SSI maximum limit who
are in need of long-term care services.
Individualsin this category are 63.9 percent
female and 36.1 percent male.

Over the last five years (FY 2001-02
through FY 2005-06), the average monthly
caseload has grown by 864 clients (an
increase of 1.7 percent). Increases in the
caseload for this population are not usually

SSI| 60-64
6,500 $16,000
6,000 - = =
5,500 -

— - $12,000

1

5,000 — =
4,500 —

4,000

3,500

T FY 02-03 FY 04-05

FY 01-02 FY 03-04

. $8,000
FY 06-07 T

FY 05-06 FY 07-08

[] caseload (Y1)
— — - Cost Per Client (Y2)

[Caseload ||

5,184] 5,456] 5,528]

6,103 ] 6,048]

6,120 6,271]

[CostPer>|  $11722] $11,763] $13,613] $13,194| $14301] $14,609] $15,370|

impacted by economic conditionsand growthisfairly stable. Staff does anticipatesthat the casel oad
growth rate for this aid category will be sightly higher in coming years with the beginning of the
baby boomer generation turning 60 years of age this year.

In FY 2005-06, the major expenditure for clientsin this aid category was nursing home expenses.
Other major expensesincluded community long-term care services, capitation paymentsto Manage
CareOrganizations, inpatient hospital care, prescription drugs, homehealth, and Medicareinsurance.
From FY 2001-02 to FY 2005-06, the average cost-per-client for this aid category increased by
$2,579 (anincrease of 22.0 percent). Thisaid category hasthethird highest average cost-per-client

costs.
Major Expenditure Categories for SSI 60-64 FY 2005-06
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QMB / SLIMB: This aid category

14.000 QMB / SLIMB $1400 inclu_desindividualswho areeligi_blefor
12,250 == s1200| Medicare but because of their low
10,500 | ———— 22360000 income and resources qualify for
8,750 T = $600 Medicaid to pay some of their Medicare

el B I ] e | premiums, coinsurance, or deductibles

3,500 L 0 Qualified Medicare Beneficiaries

FY 02-03 T FY 04-05 | FY 06-07 T (QMBs) have incomes at or below 100

FY 01-02 FY 03-04 FY 05-06 FY 07-08 percent of thefedera poverty level (FPL)

[l  caseload (Y1) and resourcestwice the standard allowed

— — - Cost Per Client (Y2) under the federal SSI program. Specid

Caseload 8,428 8,949 9,787 9,672 11,012 12,436 13,244 LOW I ncome M ajl Care Benefl CI arl eS
Cost Per > $963 $887 $967 $1,141 $1,214 $1,199 $1,247 (SL| M BS) have incomes between 100

percent and 120 percent of the FPL.
However, the SLIMBS receive only supplementary medical insurance premiums.

Clientsinthiscategory are 57.1 percent female and 42.9 percent male. Approximately 22.4 percent
of theclientsinthisaid category are age 50 or younger, 19.0 percent are between ages 51 to 60, 10.2
percent are between ages 61 to 65, and 48.4 percent are older than 65. Caseload growth in this
category are somewhat related to economic indicators and may have recently been impacted by the
implementation of the Medicare Modernization Act (more clients may have found out they were
eligible for Medicaid assistance when they signed up for the low-income drug subsidies). From
fiscal year 2001-02 to FY 2005-06, the casel oad for thisaid popul ation hasincreased by 2,584 clients
(an increase of 35.0 percent).

Qualified Medicare Beneficiaries receive hospital and supplementary medical insurance premium
coverage along with Medicare coinsurance and deductible help from the Medicaid program. The
Specia Low IncomeM edicare Beneficiariesreceiveonly supplementary medical insurance premium
coverage from the Medicaid program. Therefore, 96.4 percent all of the costs for this aid category
are for Medicare co-insurance and premium and deductible assistance. The remaining 3.6 percent
of the costsinclude some costsfor nursing home stays, durable medical equipment, homehealth, and
some prescription drugs. The Centers for Medicare and Medicaid Services establishes the annual
cost increases for premiums and deductibles for the Medicare program. In recent years, there have
been largeincreases to Medicare premiums and deductibles. From FY 2001-02 to FY 2005-06, the
average cost-per-client hasincreased by $254.01 (an increase of 26.4 percent). Becausethey clients
are not eligible for afull-range of Medicaid services, this aid category has the lowest average per-
client-costs of any of the aid categories.
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SSI Disabled: Thisaid category includes
individuals under age 60 who receive SSI
because of a disability. This category
includes both adults and children.
Individuals in this aid category may also
include clients with incomes up to 300
percent of the SSI limit who arein need of
long-term care services.

Clients in this category are 51.2 percent
female and 48.8 percent male.
Approximately 20.0 percent of the clients
inthisaid category are under age 21, 55.2
percent are between the ages of 21 to 50

SSI Disabled

$12,000

FY 01-02

FY

=

25,000 J - $6,000
T FY 02-03 T FY 04-05 T FY 06-07 T
03-04 FY05-06 FY07-08

Caseload (Y1)

— — = Cost Per Client (Y2)

[Caseload ]| 46,349

46,378]  46,565]  47,626]  47,565]  48,405]  48,854]

[CostPer>[  $9956] $11,056] $11,948] $11444| $11,685 $11675 $11,935]

years of age, and 24.8 percent are between 51 to 60 years of age. The caseload growth in this aid
category is generally steady and is not generally impacted be economic conditions.

From FY 2001-02 to FY 2005-06, the average cost-per-client increased by $1,718.20 (an increase
of 17.3 percent). Thisaid category hasthe highest expendituresfor prescription drugs. In FY 2006-
07, the Department is actually forecasting an overall decline in the average cost-per-client for this
aid category because of theimpact of the MMA (in FY 2006-07 afull year impact of the MMA will
occur whilein FY 2005-06 there was only a half year impact).

In FY 2005-06, the magjor expenditure for clients in this aid category was capitation payments to
MCOs. Other major expensesincluded community long-term care services, inpatient hospital care,
prescription drugs, nursing home care and home health.

$160,000,000

Major Expenditure Categories for SSI Disabled for FY 2005-06
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Low Income Adults: This aid category

Low Income Adults includes (1) individuals who would have
70,000 7 o [ 2391 been eligible for cash assistance under the
61,000 33 . ..
ool I o | L] £33 ] former AFDC program, (2) individuals
43:000 B o B j j ,jgﬁggg eligible for TANF and Medicaid, and (3)
34,000 | pm—— - : 4 g;ooooo individuals enrolled in the transitional
25,000 O 0 Medicaid program.

T FY 02-03 FY 04-05 T FY 06-07

FY 01-02 FY 03-04 FY 05-06 FY 07-08 . . . .
Clients in this aid category 85.4 percent

female and 14.6 percent male. Clients are
between 19 through 65 years of age. Growth
e[ pe pul gl e ge ore 2m| inthisaid category issignificantly impacted
by economic conditions. From FY 2001-02
through FY 2005-06, the average monthly
caseload grew by 24,407 clients (an increase of 73.2 percent). However, growth began to moderate
in FY 2005-06. The Department is forecasted future growth in this aid category because of the
impact of H.B. 05-1262 which eliminated the Medicaid asset test. The Department is forecasting
that 2,891 clients (75 percent of the forecasted growth) will be eligible for the Medicaid program as
aresult of eliminating the asset test. For FY 2007-08, the Department is forecasting that 5,482
clients will be eligible for the Medicaid program as a result of eliminating the asset test. If these
clientswere not added to the Department'sforecast, the Department'sforecast in FY 2007-08 would
actually be for negative growth in this aid category.

[l caseload (Y1)
— — - Cost Per Client (Y2)

From FY 2001-02 to FY 2005-06, the average cost-per-client increased by $254.77 (an increase 8.2
percent). However, there have been years during this five year period where the average cost-per-
client decreased. The highest expenditureinthisaid category isfor inpatient hospital carefollowed
by physician services, outpatient care, capitation paymentsto M COs, prescription drugs, and federal
qualifying health centers.

Major Expenditure Categories for Low Income Adults for FY 2005-06
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Expansion Adults: Thisaid category was added in FY 2006-07 pursuant to H.B. 05-1262. This
aid category increases eligibility for parents of enrolled children up to 60 percent of the federal
poverty level (currently, for non pregnant adults the AFDC standard is approximately 35 percent
FPL). The Department forecasts that in FY 2006-07, 3,220 clients will be added because of this
change and in FY 2007-08 this caseload will grow to 6,067 clients. Becausethisaid category does
not include pregnant adults, the average per-client-costs are lower than the low-income adult
category. The Department estimates the average per capita costsin FY 2006-07 at $2,381.98 and
in FY 2007-08 at $2,444.75.

Baby Care Adults. This aid category

. Baby Care Adults

includes pregnant or post-partum women 10,000 $10,000
with incomes below 133 percent FPL who | 5000 — ————= | $8000
arenot eigiblefor Medicaid throughtheold | 6,000 - 1 5= $6,000
AFDC standard or through TANF. This | 4,000 — - $4,000
caseload can be age 12 (pregnant children | 2,000 ] I $2,000
over 100 percent poverty) through age 50 0 T rvonos | ryosos | ryosor 0

and of course are dl female. FY01-02 FY03-04 FY0506 FYO07-08

The casel oad was increasing sharply during _D_ . fij;e I,::f é:;,),t v2)

the economic hardship years. However, the

caseload in FY 2005-06 was actually 2,081 | Geseers|—sirsl —searo|—s7omel sosisl sraml soto0 soe
clients lower than it was in FY 2001-02.

Because of the volatility in this caseload category it can be somewhat difficult to forecast.

The general trend for average cost-per-client is upward (FY 2004-05 may have been impacted by
CBMS implementation). From FY 2001-02 to FY 2005-06, the average cost-per-client increased
by $3,041.07 (an increase of 63.9 percent). In FY 2005-06, the highest expenditure in this aid
category is for inpatient hospital care followed by physician services, FQHCs, outpatient care,
presumptive eligibility, and lab/x-ray.

Major Expenditure Categories for Baby Care Adults for FY 2005-06
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Breast and Cervical Adults. This aid category provides Medicaid coverage to women who are
under age 65, uninsured, and otherwise not eligible for Medicaid who were found to have breast or
cervical cancer through using the Centers for Disease Control's national breast and cervical cancer
early detection and prevention guidelines. This program wasfirst enacted during a Specia Session
in September 2001. From FY 2002-03 through FY 2005-06, the casel oad has grown from 43 clients
to 188. The average cost per client in FY 2002-03 was $31,060.42 and the average cost-per-client
in FY 2005-06 was $36,273.76. Caseload and expenditures for this aid category are expected to
grow because of theincreasein éligibility due to additional screeningsauthorized by H.B. 05-1262.
This aid category has the highest average cost-per-client of any aid category.

Low Income Children: This aid category
includeschildrenwho are (1) eligible because 250,000
they would qualify under the old AFDC |,05000 | ~~-
standard, (2) children who are ages 6 through | 160,000 +———
18 who live in families at or below 100 |115000-H |-
percent of poverty, (3) children between birth | 70,000 |—
andage6wholiveinfamiliesat or below 133 | 25000 T T v e

FY 02-03 FY 04-05 FY 06-07
percent of poverty, and (4) are on the FY01-02 FY03-04 FYO0506 FY07-08
transitional Medicaid program.

Low Income Children

[[] caseload (Y1)
. . . . — =— = Cost Per Client (Y2)
Clients in this aid category are 50.2 percent
[Caseload ]| 143,909] 166,537] 192,048] 220,592] 213600] 229917 244,291|

maleand 49.8 percentfernal e. AppI’OXImaIely [CostPer>||  $1533] 1369  $1,209]  $1,317|  $1,443]  $1,562|  $1,573]
21.7 percent of the caseload isunder 1 year of

age, another 30.1 percent of the caseload is between ages 2 and 5, and 48.2 percent are school aid
children between ages 6 through 18. Growth in this aid category is significantly impacted by
economic conditions. From FY 2001-02 through FY 2005-06, the average monthly caseload grew
by 69,691 clients (anincrease of 48.4 percent). However, growth began to moderatein FY 2005-06.
The Department is forecasting future growth in this aid category because of the impact of H.B. 05-
1262 which eliminated the Medicaid asset test. The Department is forecasting that 12,045 clients
will beeligiblefor the Medicaid program asaresult of eliminating the asset test (thisrepresents 73.8
percent of the forecasted growth for this aid category in FY 2006-07). For FY 2007-08, the
Department isforecasting that atotal of 22,841clientswill be eligible for the Medicaid program as
aresult of eliminating the asset test. If these clientswere not added to the Department'sforecast, the
Department's forecast in FY 2007-08 would actually be for negative growth in this aid category.

The FY 2005-06 average cost-per-client for this aid category was actually lower than it wasin FY
2001-02. Because of the large number of new clients added, this aid category has experienced a
morefavorableclient mix. However, now that casel oad isbeginning to stabilize (with the exception
of the new clients from eliminating the asset test), the Department is forecasting that there will be
anincreasein average cost-per-clients. The highest expendituresinthisaid category isfor inpatient
hospital carefollowed by physician services, FQHCs, dental care, outpatient services, and capitation
payments to MCOs.
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Major Expenditure Categories for Low Income Children for FY 2005-06
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Foster Children Fo_ster Children: This category _incI udes
18,000 children in foster care or eligible for
el Y ] adoption assistance between the ages of 0 to
12,4512? : -1 | — 20 years. Clients in this category are 53.9
A B I | percent male and 46.1 percent female. From
gggg 7 ] ] FY 2001-02 through FY 2005-06, the
] e op0s | Fyosos | FY06.07 averagemonthly casel oadincreased by 3,190
FY01-02  FY03-04  FYO05-06  FY07-08 clients (an increase of 24.3 percent).
[[] caseload (Y1)
— — - CostPer Client (Y2) In FY 2005-06, the average cost-per-client
[Caseload [ 13,121 13,843] 14,790] 15669]  16,311]  16,797]  17,385] fOf Chlldren n fOSter Care was dOUble the
[CostPer>[  $2531] $2,714] $3,045] $2930| $2997| $3138]  $3,182] cost Of the |0W-i ncome Chl'dren Foster care

children typicaly have special health care

needs and therefore, utilize more medical care than the low-income children. From FY 2001-02 to
FY 2005-06, the average cost-per-client increased by approximately $466 (an increase of 18.4
percent). In FY 2005-06, the highest expenditure in this aid category was for prescription drugs,
followed by home health, physician services, inpatient hospital care, community long-term care,

and dental services.

Major Expenditure Categories for Foster Children for FY 2005-06

$12,000,000
$10,000,000

$8,000,000
$6,000,000

$4,000,000
$2,000,000

0 T
Home Health ‘

Prescription Drugs Physician Services

Inpatient Care

D Foster Children

T
Dental

Community Long-Term Care All Other

13-Dec-06 99

HCP-brf



Non-Citizens. This category includes

individuals who would be eligible to Non-Citizens

receive Medicaid if they were U.S. |350°T et N~ - 7215?23

citizens. Thisincludeslegal immigrants [6000 ———————— ~—r 1 | sesss

T 5,000 B B BN )

who are banned from Medicaid coverage | 4.000 — | 1 |se500
H H H H - 3,000 e | | | | L $4,667

during their first five years of residency |2.000 | |- Y ) et

as well as undocumented immigrants. | "% L1 I S i S N oo

For the most, the individuals in this FYoz-osTFY 04-05 | FY 06-07

caseload are only dligible for emergency FY01-02  FY03-04 FY05-06  FY07-08

typecare. InFY 2005-06, 99.0 percent ] caseload (Y1)

of the clients served in this aid category — T " CostPerClient (v2)

were fernale and 1.0 percent were ma| e. [Caseload || 4,028] 4,101] 4,604] 4,976] 5,959 6,780] 7,390]

[CostPer>[  $9,775] 11,884 $11,977| $8,986] $9,283]  $9,806] $10,124]

Caseload growth in thisaid category has

had a positive trend since FY 2001-02. From FY 2001-02 to FY 2005-06, the average monthly
caseload hasincreased by 2,752 clients (an increase of 68.3 percent). The Department continuesto
forecast healthy growth for this aid category in FY 2006-07 and FY 2007-08 for two reasons: (1)
improvement in the economic condition of the state should draw new migration into the state, and
(2) clientswho can not provetheir citizenship or legal immigration statusfor regular Medicaid may
fall into this category.

From FY 2001-02 to FY 2005-06, the average cost-per-client in thisaid category actually declined
by $491.99 (a decrease of 5.0 percent). However, within that five year period there were years that
experienced increases as well as decreases in the average cost-per-client. Because the mgority of
the care provided to thisaid category isfor emergency care, outlier cases may significant impact the
averagecost-per-clientinany givenyear. Therefore, predictingtheexpendituresfor thisaid category
can be challenging.

In FY 2005-06 the majority of the expendituresfor thisaid category wereinpatient carefollowed by
physician services, FQHCs, and outpatient services.

Major Expenditure Categories for Non-Citizens for FY 2005-06
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|The Department's Specific Caseload Projectionsfor FY 2006-07 & FY 2007-08 .

The chart below shows the actual non-retroactive monthly Medicaid caseload for all aid
categories from July 1994 through October 2006.

Total Non-Retroactive Monthly Medicaid Caseload
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Asthe chart illustrates, the Medicaid casel oad was fairly stable from July 1994 through September
1996. However, in 1997 the Medicaid caseload began to decline with the implementation of the
national welfare reform act. During the time period shown in the chart, the Medicaid casel oad
reached its lowest point on July 1998 at 234,603 clients and reached its highest point on December
2004 at 417,441 clients.* Since reaching its high point in 2004, the total Medicaid caseload began
to show an overall decline and has now stabilized around 400,000 clients. As of October 2006,
approximately 1 out of every 11 Colorado residentsis enrolled in the Medicaid program.

The final caseload projection for FY 2005-06
was 399,710 average monthly enrollment. The
actual FY 2005-06 caseload was 399,705

FY 2005-06 wasthefirst timein seven
yearswher e there was negative growth in

average monthly enrollment. This was a
differenceof 5 clients (0.0 percent difference).
The final FY 2005-06 caseload growth was
actually negative growth of 0.77 percent from
the FY 2004-05 actua caseload of 402,802.

the Medicaid caseload. In thethreeprior
fiscal years, therewas double digit
growth ratesin the Medicaid caseload.

The December 2004 caseload number is probably over inflated due to the implementation of the Colorado
Benefits Management System. A court order required a benefit freeze while implementation issues were being
worked out. Therefore, some of the natural attrition to the caseload did not occur for several monthsin FY 2004-05.
Staff believes that this had the impact of over inflating the casel oad.
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However, staff will remind the Committee that the final FY 2004-05 caseload probably is over
inflated somewhat because of the benefit flag freeze that wasimplemented during the CBM S start-
up. However the extent that thetotal FY 2004-05 casel oad may have been overinflated isunknown.

The current FY 2006-07 appropriation is based
on a tota Medicaid casdload forecast of Both the Department's and staff'sinitial
429,222 clients. In October 2006, staff | €stimatesfor FY 2006-07 indicatea
reforecasted the Medicaid caseload as part of | decreaseto theoriginal caseload

the five-year projections required by the JBC | forecasts.

Staff Director.? Based on early trends for the
fiscal year, staff hasrevised her total Medicaid
caseload forecast downward to 419,128 clients. Thisforecast isvery preliminary and will continue
to berefined through March 2007. The Department's preliminary FY 2006-07 budget estimate also
revises caseload downward. The Department's current FY 2006-07 estimated forecast is a total
Medicaid caseload of 427,933 clients. These forecasts have been revised downward based on the
most recent casel oad data at the time the forecast was made. Thusfar in FY 2006-07, the average
monthly caseload for the Medicaid program is 401,834 clients (through October 2006). This
represents growth of approximately 0.53 percent over the average monthly enrollment of 399,705
in FY 2005-06. Furthermore, when looking at the data on a monthly basis, the overall trend in the
Medicaid caseload seems to be declining slightly. Thus far, growth in the low-income adult and
children aid categories from elimination of the asset test and increasing the adult eligibility to 60
percent of the federal poverty level have not occurred at the levels originally forecasted.

For FY 2007-08, the Department is currently forecasting an average monthly Medicaid enrollment
of 452,128. Thisisanincreaseof 5.65 percent over the Department's current forecast for FY 2006-
07. Staff'sinitial caseload forecast for FY 2007-08 is 437,458 total clients. Staff initial forecast is
for an increase of 4.37 percent over staff current FY 2006-07 estimate. As stated earlier, both the
Department's and staff's forecasts are preliminary and will continue to be revised through March
2007. Most of the variance in the caseload forecasts are related to the growth rates in the low-
income popul ations and on how fast enrollment for the Amendment 35 expansion populations will
occur. Table 1 on the following page showsthe the Department's current forecast for the Medicaid
caseload. (Detail on staff's forecast are contained in appendix D. Because this briefing is about the
Department's request, staff discusses her initial forecast only to give a frame of reference for the
Department's request).

2Staff's October five-year forecast can be found in Appendix D of this document. This forecast is provided
for information purposes only. The forecast will be updated through the figure setting process and is anticipated
change.
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INCLUDES AMENDMENT 35 EXPANSION POPULATIONS

Table 1: Non-retroactive M edicaid Caseload -- Department's November 2006 For ecast

FY 2005-06 | FY 2006-07 | FY 2006-07 % Change FY 2007-08 % Change
Actual Current November FY 2006-07 November FY 2007-08
App. HCPF Forecast HCPF Forecast
Estimate Forecast Compared to Forecast Compared to
FY 2005-06 FY 2006-07
Actual Forecast
SSI 65+ 36,219 37,036 36,827 1.68% 37,284 1.24%
SSI 60-64 6,048 6,241 6,120 1.19% 6,271 2.47%
QMB/SLIMB 11,011 12,570 12,436 12.94% 13,244 6.50%
SSI Disabled 47,565 48,447 48,405 1.77% 48,854 0.93%
Low-Income 57,754 63,127 61,618 6.69% 65,174 5.77%
Adults
Expansion Low- 0 4,850 3,220 n/a 6,067 n/a
Income Adults
Baby-Care 5,050 4,590 5,556 10.02% 5,828 4.90%
Adults
Breast & 188 223 257 36.70% 340 32.30%
Cervical Cancer
Program
Eligible Children 213,600 228,438 229,917 7.64% 244,291 6.25%
Foster Care 16,311 17,091 16,797 2.98% 17,385 3.50%
Children
Non-Citizens 5,959 6,309 6,780 13.78% 7,390 9.00%
Total 399,705 428,922 427,933 7.06% 452,128 5.65%

Discussion of Medicaid Caseloads Eligible to Be Funded from the Health Care Expansion Fund

In November 2004, the voters approved Amendment 35 to the Colorado Constitution to increasetaxes
on tobacco products with the majority of the new funding going to expand health care programs for
low-income populations. Amendment 35 provided that 46 percent of the revenues be appropriated
annually to (1) increase the number of children and pregnant women enrolled in the Children's Basic
Health Plan (CBHP) above the average enrollment for state FY 2003-04; (2) add the parents of
enrolled children; and (3) expand digibility of low income adults and children in the CBHP or
Medicaid programs. Amendment 35 also provided that these revenues could not supplant other
revenues already appropriated for the CBHP or Medicaid programs (Article X, Section 21 (5) (a) of
the Colorado Constitution). Duringthe 2005 Session, the General Assembly passed H.B. 05-1086 and
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H.B. 05-1262 to provide theimplementing legislation for Amendment 35. Through H.B. 05-1086 and
H.B. 05-1262, the Medicaid caseload was expanded in six different ways.

v

House Bill 05-1086 allows Medicaid eligibility for optional legal immigrants. During the
budget crisis years, the General Assembly eiminated Medicaid eligibility for optional legal
immigrants (S.B. 03-176). However, due to legal challenges the population continued to be
funded through December 2004. Because the state had won the legal challenges, the
population was scheduled to begin losing Medicaid coverage in January 2005. After
Amendment 35 passed, the Joint Budget Committee introduced H.B. 05-1086 as a fast track
bill to allow this population to be funded through Amendment 35 revenues. Because optional
legal immigrantswere currently eligible for Medicaid under state law at the time Amendment
35 was passed, funding legal immigrants from the Health Expansion Fund was allowed under
the provisions of Amendment 35.

House Bill 05-1262 eliminated the Medicaid asset test. The Medicaid asset test wasoriginally
supposeto beeliminated in July 2005. However, dueto delaysinimplementingH.B. 05-1262,
the asset test was not eliminated until July 2006. Eliminating the Medicaid asset test was
anticipated to increase enrollment in the low-income adult and children categories.
Eliminating the Medicaid asset test falls under the provision of Amendment 35 that calls for
expanding eligibility for the Medicaid program and therefore is éligible for funding from the
Health Expansion Fund.

HouseBill 05-1262 provided for anincreasein the marketing activitiesfor the Children'sBasic
Health Plan (CBHP). BecauseaMedicaid screen must be performed on all children who apply
for the CBHP program, this provision is aso anticipated to increase It is assumed that some
of the children who apply for CBHP will be actually be Medicaid eligible. While this
provision is anticipated to have an impact on Medicaid enroliment, last year JBC staff
recommended that any Medicaid impact from this provision be funded from the General Fund
not the Health Care Expansion Fund. This provision increases enrollment of already eligible
children but does not increase eligibility criteria for the Medicaid program. Therefore, this
activity isnot eligible for the Amendment 35 revenues.

House Bill 05-1262 provides for an expansion of the Breast and Cervical Cancer Treatment
screening program. Additiona clients are anticipated to be enter the treatment program
because of the additional screening services. This population isfunded from the Prevention,
Early Detection, and Treatment Fund.

House Bill 05-1262 lifts the caps on the Home and Community-Based waiver programs for
children. Last year, the Joint Budget Committee voted to continue to increase the number of
waiver slots available for these populations. Because this provision is an expansion of the
eligibility in the Medicaid program, the expanded number of waiver slots can be funded from
the Health Care Expansion Fund.
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v Beginning in FY 2006-07 (the Department estimates October 2006), H.B. 05-1262 expands
Medicaid coverage for the parents of eligible children up to 60 percent of the federal poverty
level. These clientswill be tracked as a separate aid category for low income adults. Because
thisis an increase in eligibility criteriafor the Medicaid program, this population is funded
from the Health Care Expansion Fund.

In addition to the caseload expansions, Amendment 35 revenues will be used for two Medicaid
services:

v House Bill 05-1262 allows the use of Amendment 35 revenues for prenatal care for pregnant
women during their presumptive eligibility period. The presumptive eligibility program was
temporary eliminated by the Department in September 2005. Because the presumptive
eligibility programincreaseseligibility (allowscoveragewhile€ligibility isbeing determined),
thisprogramiseligiblefor Amendment 35 revenuesand isthereforepaid from theHealth Care
Expansion Fund.

v House Bill 05-1262 alows the use of Amendment 35 revenues for disease management
programs. This serviceis paid from the Prevention, Early Detection, and Treatment Fund.

Table 2 breaks-out the Department's current caseload forecasts by the traditional Medicaid caseload
and the Amendment 35 expansion populations.

Table2: Impact of the H.B. 05-1262 M edicaid Populations -- Department November 2006 For ecast
(H.B. 05-1086 legal immigrantsare still shown in the Traditional M edicaid Population)

FY 2006-07 FY 2007-08 Difference % Change
Traditional Medicaid Population* 409,224 416,978 7,754 1.86%
H.B. 05-1262 Medicaid Populations 18,709 35,150 16,441 46.77%
Total Caseload 427,933 452,128 24,195 5.35%

*The Department's request does not break out the legal immigrants from the Traditional Medicaid Forecast. Because the legal
immigrants never actually left the Medicaid casel oad, they are part of the original caseload modeling.

As Table 2 and the chart on the next page show, the majority of the growth that the Department is
anticipated in FY 2007-08 is due to the Medicaid Expansion caseload enrollment. The Traditional
Medicaid caseloads is forecasted to grow only by 1.85 percent while the Expansion population is
anticipated to grow by 46.77 percent. The Department's overall increase to caseload is forecasted at
only 5.35 percent.
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FY 2007-08 Medicaid Growth -- Traditional vs. Expansion

T T T T T T T T T T T
S8l 65+ SS160-64 QMB/SLMB SS|Disabled  Adults  Am 35 Adults BC Adults BCCTP Children  Foster Kids Noncitizens

I Expansion Caseload Growth
| | Traditional Caseload Growth

Staff Recommendsthe Committee Discussthe Following Questionsor Issueswith Department
at their Hearing:

Tracking Amendment 35 Caseload and Expenditures. Last year the Department and the JBC
agreed on methodol ogies on how to track the Amendment 35 caseload. How the Department tracks
casel oad and expendituresfor the Amendment 35 popul ations needsto be defensiblewith reliabledata
and methodol ogies because of the Constitutional requirement that Amendment 35 monies not be used
to supplant General Fund spending for popul ationswho wereégligiblefor M edicaid before Amendment
35 passed. Thus far (through October 2006), monthly caseload reports have not broken-out the
Expansion casel oads from the Traditional caseloads.

1)

2)

What is the status of the system changes for being able to identify optional legal immigrants?
It is staff's understanding that CBM S has been modified in order to identify legal immigrants
in the "Family Medicaid" categories. However, staff understands that the Department has
encountered problems with modifying CBMS to identify legal immigrants in the "Adult
Medicaid" categories. Please explain the difficulties that have occurred and update the
Committee on the current status of the effort to identify optional legal immigrants. Currently
the Department's budget request continuesto grow both the casel oad and expenditure costsfor
this eligibility group without hard data to back up the growth rates. Would it be a more
conservative approach to maintain the original optional legal immigrant cost estimates until
final system changes could verify both caseload and costs for this population?

Because separate aid categorieswere not created for adultsand children who becomeMedicaid
eligible dueto the elimination of the M edicaid asset test, popul ation growth attributableto this
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3)

4)

5)

change is not tracked in the monthly reports. Has the Department been able to identify how
many new clients have become eligible for Medicaid due to change in the asset test? Hasthe
Department been able to match how many children have left the Children's Basic Health Plan
and been enrolled in Medicaid due to the elimination of the Medicaid asset test? Please
provide a break-out of the casel oad by aid category that have been added thusfar in FY 2006-
07 due to elimination of the asset test. If the Department is unable to do so, please explain
why.

The Department's budget request indicates that parents of eligible children in the CBHP and
Medicaid became eligible for Medicaid beginning July 1, 2006. Although thispopulation has
itsown aid category and can betracked separately from all other Medicaid clients, the monthly
reports do not yet show this enrollment (as of the October 2006 report). Please provide the
Committee with monthly enrollment for this population as of July 2006 and explain any trends
that the Department sees in enrolling this population up to the original appropriation
projections.

Pl ease describefor the Committee any other ongoing issueswith tracking and all ocating funds
for the Amendment 35 populations. Please discusswith the Committeeif the Department will
need any additional fundingin FY 2006-07 for system changesin order to track the Expansion
population. Initially last year the JBC voted to provide the Department with some additional
funding for system changes but the funding was left out of the final appropriation bills. Has
the Department been able to fund the necessary system changes within existing resources?

What impact, if any, does the Department anticipate from the passage of Amendment 42
(raising the minimum wage) on the number of clients eligible for Medicaid. Please discuss
specifically the possible impactsto the low-income children and adult categories with special
emphasis on how it may change the number of parents eligible at or below 60 percent of FPL.
In the Department's opinion, will the passage of Amendment 42 result in more uninsured
because of loss of Medicaid ligibility?

34% FPL

60% FPL

100% FPL

133% FPL

Family of 1

$3,332

$5,880

$9,800

$13,034

Family of 2

$4,488

$7,920

$13,200

$17,556

Family of 3

$5,644

$9,960

$16,600

$22,078

Family of 4

$6,800

$12,000

$20,000

$26,600

Annual Salary for worker earning old minimum wage of $5.51 working 2,080 hours a year

$11,461

Annual Salary for worker earning new minimum wage of $6.85 working 2,080 hours a year

$14,248
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|The Dﬁartment's %ecific Cost - Per -Client Pro'l ectionsfor FY 2006-07 & FY 2007-08 .

Please Note: The following discussion relates to the Department's Decision Item #1 -- base cost
estimates for the Medical Services Premium line item before new policy initiatives. The following
discussion does not include theimpactsfrom Decision Item#4, 6, 10, or BRI #1. Therefore, the costs
in these tables may not add to other tables showing the Department's total request.

After forecasting the Medicaid enrollment, the next step in devel oping the base cost estimatesfor the
Medical ServicesPremiumslineitemisforecasting theaverage cost-per-client for each of the casel oad
aid categories. Theaverage cost-per-client isestimated by |ooking at past trendsin each aid categories
expendituresfor acute care services, community long-term care services, institutional long term care
services, supplemental insurance costs, and costs for administrative services. The Department then
adjuststheseforecasted trendsfor any specia circumstancesthat are not part of the historical data(i.e.
new policy initiatives). Thefollowing isadiscussion of the Department's forecast for cost-per-client
costs broken out by each of the service categories.

Acute Care Services

outpatient hospital care, prescriptiondrugs, MCO
and PIHP capitation payments, physician, EPSDT
and dental services, and other medical services.

for Medicaid medical servicesarefor Acute

Care Servicesin both FY 2006-07 and FY
2007-08.

Currently, the Department is forecasting a total
acute care service need of $1.27 billion in FY
2006-07 and $1.34 billion in FY 2007-08. Thetotal cost for acute care servicesisimpacted by both
caseload growth and increases to the cost of services due to utilization and price changes. Table 3
below shows the Department's cost-per-client estimates for acute care services for each aid category.

Table 3: Acute Care Per Capita Costs by Aid Category
Aid Category Dept. Dept. % Change
FY 2005-06 FY 2006-07 % FY 2007-08 from Dept.
Actual Est. Change Est. FY 06-07 Est.

SSI 65 $3,295.33 $2,393.08 -27.4% $2,408.53 0.6%
SSI 60-64 $7,534.06 $7,103.91 -5.7% $7,236.06 1.9%
SSI Disabled $8,306.43 $7,945.38 -4.3% $7,982.65 0.5%
QMB/ SLIMB $187.80 $184.84 -1.6% $177.45 -4.0%
Low-Income Adult $3,363.52 $3,534.95 5.1% $3,624.80 2.5%
Expansion Adult $0.00 $2,381.98 n/a $2,444.75 2.6%
Baby Care Adult $7,780.87 $8,166.83 5.0% $8,369.50 2.5%
Breast & Cervical Cancer $36,270.37 $36,966.33 1.9% $36,944.13 -0.1%
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Table 3: Acute Care Per Capita Costs by Aid Category
Aid Category Dept. Dept. % Change
FY 2005-06 FY 2006-07 % FY 2007-08 from Dept.
Actual Est. Change Est. FY 06-07 Est.

Children $1,426.07 $1,533.87 7.6% $1,553.38 1.3%
Foster Children $2,730.34 $2,822.11 3.4% $2,842.14 0.7%
Non-Citizen $9,281.40 $9,804.65 5.6% $10,122.77 3.2%
ALL CLIENTS $3,019.45 $2,957.01 -2.1% $2,971.77 0.5%

Reasons for the Department's forecasted change in per-client-costs for FY 2006-07 include the

following:

v
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The Department is forecasting a slight increase to the overall cost trend for the SSI 65+, SSI
60-64, and SSI disabled populations. In addition to the forecast trend, the Department has
adjusted the per-capita-cost increases to reflect the impact of rate increases for inpatient
hospital, acute care providers, and durable medical equipment that was provided for FY 2006-
07 and for any special legislation that passed during the 2006 Session. However, these
increases are offset by the negative impact of eliminating prescription drug coverage for dual
eligible clients (those eligible for both Medicare and Medicaid) pursuant to the Medicare
Modernization Act of 2003. Therefore, the overall trend for these populationsin FY 2006-07
Isnegative when compared to the FY 2005-06 actual costs (which only had 6 months of impact
from the MMA).

The negativetrend for the QMB / SLIMB is being impacted more by casel oad change than by
cost or utilization changes. The QMB / SLIMB hastwo types of clients. The mgjority of the
casel oad growthisforecastedinthe SLIMB category thaninthe QM B category. Becausethese
clients qualify only for only supplemental medical insurance premiums, they have lower
overal costs. Therefore, because SLIMB's are lower cost clients increases in their caseload
drives the overal per-client-cost downward for this category.

For therest of the aid categories, the Department isforecasting upward trendsin the per capita
costs. This reflects the Department's forecasting methodology of selecting an overall trend
based on historical data and then making adjustments to reflect the recent rate increases that
are not reflected in the current historical data.

When the total acute care expenditure estimate for all aid categories is divided by the tota
Medicaid caseload, the total request for acute care services shows adeclinein the overal per-
client-cost. Thisisafunction of the adjustmentsthat are discussed above aswell asthe overall
caseload growth being skewed towards the lower cost clients in the low-income adults,
expansion adults, and children categories.
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For FY 2007-08, the majority of the change in the per-client-costs represents the Department's
forecasted trend for each aid category adjusted by annualizing costsfor special legidation. Theoverall
acute care trend for all clientsis only an increase of 0.5 percent over the Department's FY 2006-07
estimate. Again, the small amount of growth in the per-client-costs is impacted mainly by the
favorable case mix of clientswith the mgority of caseload growth continuing to bein the low-income
adult and children categories.

Whilethe average cost-per-client for acute care services shows declining to modest growth during the
forecast period, the Department forecasts and overall increase in acute care services of $58.5 million
in FY 2006-07 when compared to the FY 2005-06 actual. However, when compared to the current
FY 2006-07 appropriation, the Department's FY 2006-07 forecast is actually a decrease of $13.6
million for acute care services. Thisis attributable to the Department forecasting both fewer clients
and dlightly lower overall cost-per-client than what was used to build the assumptions for the current
FY 2006-07 appropriation.

For FY 2007-08, the Department is forecasting growth in acute care services of $78.2 million when
compared to their current FY 2006-07 forecast. However, when compared to current FY 2006-07
appropriation, the increase is only $64.6 million. Table 4 shows staff anaysis of how much of the
Department's forecasted growth for acute care services is attributable to caseload growth and how
much is impacted by the cost-per-client changes.

Table4: Analysisof Factors Driving the Acute Care Services Cost Estimates
FY 2006-07 FY 2006-07 FY 2007-08 FY 2006-07 FY 2007-08 FY 2007-08
Current New Estimate Department New Estimate compared to compared to
Appropriation* Department's Request Compared to FY 2006-07 FY 2006-07
Request Current App. Current App. Estimate
Total Cost
Estimated $1,279,052,431 | $1,265,403,764 | $1,343,618,940 ($13,648,667) $64,566,509 $78,215,176
Caseload 429,222 427,933 452,128 (1,289) 22,906 24,195
$/Client’ $2,979.93 $2,957.01 $2,971.77 ($22.92) ($8.17) $14.75
Impact Associated with Caseload Change ($3,841,133) $68,258,325 $71,544,948
Impact Associated with Cost per Client Changes
(includes compounding effect) ($9,807,534) ($3,691,816) $6,670,228
Subtotal Acute Care Services Cost I ncreases ($13,648,667) $64,566,509 $78,215,176

* Based on estimate of acute care costsin original appropriation. The Long Bill and specia legislation does not make appropriations
by service category.

AsTable4 above shows, themajority of theoverall cost increasefor acute careservicesin FY 2007-08
is being driven by caseload increases rather than the average per-client-increase.
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Community Long-Term Care Services

Community Long-Term Care Services include
walver services that reduce the need for
institutional care for individuals with long-term
health and living assistance needs. Waiver
services include day care and treatment,
aternative care facilities, home modification,
homemaking services, respite care, non-medical
transportation, and personal care. Besides these waiver services, this category also includes private
duty nursing and hospice care services. Currently, the Department is forecasting atotal community
long-term care service need of $183.6 million in FY 2006-07 and $217.3 million in FY 2007-08.

Approximately 10.3 percent of expenditures
for M edicaid medical servicesarefor

Community Long-Term Care Servicesin
both FY 2006-07 and FY 2007-08.

Like acute care services, the Department forecasts community long-term care services by trending the
per-client-costs for each aid category and then making adjustments for policy initiatives that are not
part of thehistorictrends. Staff believesthat forecasting per-client-cost for community long-term care
based on thetotal M edicaid caseload for each aid category distortsthetrue cost-per-client because not
al of the Medicaid caseload utilize these services. Therefore, staff believes that it would be more
accurate to calculate the cost-per-client based on the number of clients actually using the services
instead of against the whole caseload for the aid category. However, the Department has not in the
past, nor do they currently, report caseload in this manner (i.e. they do not break-out long-term care
clientsfrom other clientsin their caseload numbers). Althoughthisyear, the Department has provided
the unduplicated client counts for each of their waiver servicesin their request (these counts can be
foundin Appendix B of thisbriefing). Unduplicated client counts can not be used to establish average
per-client-costs because this data is not a casel oad count.

Because staff believes that the Department's per-client-cost analysis distorts the true costs for the
clientsthat use the services, staff has not prepared atable showing the Department's per capita costs.
Rather table 5 below showsthe Department'stotal cost estimate for each aid category wherethere are
estimated costs (i.e. expansion adults, baby care adults, breast and cervical cancer patients, and non-
citizens are not forecasted to have costs for these services).

Table5: Community Long-Term Care Costs by Aid Category
Aid Category Dept. Dept. % Change
FY 2005-06 FY 2006-07 % FY 2007-08 from Dept.
Actual Est. Change Est. FY 06-07 Est.

SSI 65 $95,295,727 $112,796,429 18.4% | $120,360,972 6.7%
SSI 60-64 $12,130,404 $14,191,859 17.0% $15,200,947 7.1%
SSI Disabled $71,302,410 $84,499,644 18.5% $89,938,699 6.4%
QMB/SLIMB $41,208 $52,322 27.0% $57,168 9.3%
Low-Income Adult $150,551 $186,368 23.8% $207,197 11.2%
13-Dec-06 111 HCP-brf




Table5: Community Long-Term Care Costs by Aid Category
Aid Category Dept. Dept. % Change
FY 2005-06 FY 2006-07 % FY 2007-08 from Dept.
Actual Est. Change Est. FY 06-07 E<t.
Children $529,206 $658,622 24.5% $733,902 11.4%
Foster Children $4,121,260 $4,935,332 19.8% $5,381,718 9.0%
ALL CLIENTS $183,570,766 $217,320,576 18.4% | $231,880,603 6.7%

As table 5 above shows, the Department's FY 2006-07 forecast is an 18.4 percent increase ($33.7
million) for community long-term care services when compared to the FY 2005-06 actual. The
majority of the FY 2006-07 increase ($25.0 million) isrelated to rate increases that were approved
In addition to the rate increases, the
Department forecasts approximately $7.8 million for caseload growth and utilization changes and
another $940,000 for the autism waiver (not part of the historical growth trends). For FY 2007-08, the
Department forecasts an overall increase of 6.7 percent ($14.6 million) when compared to their FY
2006-07 estimate. Of this amount, $12.4 million is to annualize the April 2007 rate increases. The
Department al so forecasts an increase of $8.3 million for casel oad growth and utilization changes and
an increase of $313,000 to annualize the impact of the Autism Waiver. These increases are offset by
adecrease of $6.4 million, the estimated savings for the consumer directed care. These changes are
summarized in Table 6 below.

in April 1, 2006 and April 1, 2007 for these providers.

Table 6: Analysisof Factors Driving the Community Long-Term Care Cost Estimates

FY 2006-07 FY 2006-07 FY 2007-08 FY 2006-07 FY 2007-08 FY 2007-08
Current New Estimate | Department New Estimate compared to compared to
Appropriation* Department's Request Compared to FY 2006-07 FY 2006-07
Request Current App. Current App. Estimate
Prior Year
Cost $183,570,766 $183,570,766 $217,320,576 $0 $33,749,810 $33,749,810
Estimated
Changein
Caseload &
Utilization+* (6,871,242) 7,861,138 8,271,330 14,732,380 15,142,572 410,192
Impact of
Rate
Increases 24,951,408 24,951,408 12,416,250 0 (12,535,158) (12,535,158)
Other
Impacts (2,635,457) 937,264 (6,127,553) 3,572,721 (3,492,096) (7,064,817)
Tota
Estimated
Cost $199,015,475 | $217,320,576 | $231,880,603 $18,305,101 $32,865,128 $14,560,027

* Based on estimate of community long-term care costsin original appropriation. The Long Bill and special |egislation does not make

appropriations by
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** \When the FY 2006-07 appropriation was made, the growth in community long-term care services for FY 2005-06 was assumed to
be only $172.8 million with the April 1, 2006 rate increases included. However, the actual FY 2005-06 expenditures were $183.6
million. For the purposes of Table 6, the caseload and utilization estimate builds off of the last year actua or estimate. Since the last
year actual of $183.6 million was unknown at the time the FY 2006-07 was made, the origina FY 2006-07 appropriation would now
have to assume negative growth of $6.9 million from the prior year in order to stay within the current appropriation.

As Table 6 shows, the Department's FY 2006-07 estimate is $18.3 million (9.2 percent) higher than
the estimate that was used to build the current FY 2006-07 estimate. The Department's FY 2007-08
estimate is $32.8 million (16.5 percent) higher than current FY 2006-07 appropriation. However,
when compared to their FY 2006-07 estimate, the FY 2007-08 request is only a $14.6 million (6.7
percent) increase.

Institutional Long-Term Care

Institutional Long-Term Care includes the cost
estimates for Class | and Il nursing carefacilities | Approximately 24.9 percent of expenditures
and the Program for All-Inclusive Care for the | for Medicaid medical servicesarefor
Elderly (PACE). For Class | nursing care Institutional Long-Term Care Servicesin
facilities, the Department estimatesthecostbased | 2Oth FY 2006-07 and FY 2007-08.

on a patient day estimate times a calculated
average per diem rate for all facilities. For the
ClasslI nursing facilitiesand the PA CE program, the Department trends forward a per-client-cost and
then applies it to the total Medicaid caseload for each applicable aid category (smilar to how the
Department cal cul ates the acute care services and community long-term care service categories).

Again, staff believes that showing per-client-costs for these service categories that include the entire
Medicaid caseload distorts to the true cost-per-client for these services (i.e. not all Medicaid clients
in each service category are eligible for long-term care services). Even though the Department has
included unduplicated client countsfor these services, the cost-per-client can not be determined from
thisinformation because what the Department provided is not a casel oad equivalent count. The one
exception is Class | nursing facilities. For this service category, the Department reports both the
unduplicated count and a caseload equivalent count. For example, the number of clients who used
nursing home services in FY 2005-06 was 14,287 clients. However, the number of patient days for
these clients was 3,555,623 days which trandates into a caseload number of 9,741 clients per day.
Table 7 below showsthe Department'stotal cost estimate for each aid category for Institutional Long-
Term Care Services.

Table7: Institutional Long-Term Care Costs by Aid Category
(includes Class| & Il Nursing Facilities& PACE Program)
Caseload Aid Category Dept. Dept. % Change
FY 2005-06 FY 2006-07 % FY 2007-08 from Dept.
Actual Est. Change Est. FY 06-07 Est.
SSI 65 $406,275,321 $429,480,892 5.7% | $456,972,276 6.4%
SSI 60-64 $25,594,107 $28,156,925 10.0% $31,721,949 12.7%
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Table 7: Institutional Long-Term Care Costs by Aid Category
(includesClass| & Il Nursing Facilities & PACE Program)
Caseload Aid Category Dept. Dept. % Change
FY 2005-06 FY 2006-07 % FY 2007-08 from Dept.
Actual Est. Change Est. FY 06-07 Est.
SSI Disabled $66,248,281 $69,525,008 4.9% $72,726,724 4.6%
QMB/ SLIMB $318,690 $180,809 -43.3% $96,330 -46.7%
Low-Income Adult ($10,541) ($96) -99.1% $0 -100.0%
Baby Care Adults $0 $0 $0
Children $1,810 $17 -99.1% $0 -100.0%
ALL CLIENTS $498,427,668 $527,343,555 5.8% | $561,517,279 6.5%

Astable 7 above shows, the Department'sFY 2006-07 forecast isa5.8 percent increase ($28.9 million)
for institutional long-term care services when compared to the FY 2005-06 actual. Of thisincrease,
$21.5millionisfor Class| nursing facilities, $7.4 millionisfor the PACE program, and approximately
$37,193for Class || nursing facilities. For FY 2007-08, the Department forecasts an overall increase
of 6.5 percent ($34.2 million) when compared to their FY 2006-07 estimate. Of thisincrease, $21.7
million is for Class | nursing facilities, $12.4 million is for the PACE program, and approximately
$38,155for Class|| nursing facilities. Table8 onthe next page summarizesthe Department's request
by Long-Term Care service category.

Table 8: Institutional Long-Term Care Costs by Service Category
(includes Class| & Il Nursing Facilities & PACE Program)

Service Category Current Dept. % Dept. % Change
FY 2005-06 FY 2006-07 FY 2006-07 Change FY 2007-08 from Dept.
Actual App.* Est. Cur. App. Est. FY 06-07 Est.
Class | Nursing Homes $456,520,328 | $473,120,955 $477,996,274 1.0% | $499,738,898 4.5%
Class I Nursing Homes $1,436,850 $1,496,474 $1,474,043 -1.5% $1,512,198 2.6%
PACE Program $40,470,490 $42,028,258 $47,873,238 13.9% | $60,266,183 25.9%
All Services $498,427,668 | $516,645,687 $527,343,555 2.1% | $561,517,279 6.5%

* Based on estimate of institutional long-term care costs in original appropriation and special legislation. The Long Bill and special
legislation does not make appropriations by service category.

Class| NursingHomes: For FY 2006-07, the Department isonly forecasting a0.02 percent increase
in the number of patient days from the FY 2005-06 actual. Therefore, the mgjority of the Class |
Nursing Facilities costsare being driven by therate adjustmentsthat arerequired by state statute every
year. In FY 2005-06, the average cost per patient day after all adjustments were made was $128.39.
For FY 2006-07, the Department is forecasting an average cost per patient day after all adjustments
of $134.40. This represents a 4.7 percent increase to the average rates for nursing facilities. The
Department's current estimatefor Class| Nursing Facilitiesisonly 1.0 percent higher than the original
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FY 2006-07 appropriation. Most of thisincrease can be contributed to adjusting the cost assumptions
for S.B. 06-131 and for dightly different patient day and per diem assumptions.

For FY 2007-08, the Department is forecasting a 0.7 percent increase in the number of patient days
over their current FY 2006-07 estimate and an average cost per patient day after all adjustments of
$139.48. Therateincreaseisa3.8 percent increaseto costs. Therest of the expenditureincrease can
be attributed to growth in the number of patient days.

Class|l Nursing Facilities: This service category isfor specialized private nursing facility care for
developmentally disabled clients. Currently, there is one facility (Good Shepherd Lutheran) that
provides servicesto 16 clients. The Department does not forecast major changesto either theratesor
the census for this facility in either FY 2006-07 or FY 2007-08.

PACE: Similar to how the Department cal culatescommunity long-term care services, the Department
developsatrend analysis based on historical datafor each aid category using the PACE program. The
Department then adjusts the trend for policy changes affecting the category (such as the Medicare
Modernization Act). Inrecent years, growth in PACE enrollment has slowed significantly, indicating
that therapid expenditure growth experienced in prior yearswill also slow. However, the Department
has received applications for additional PACE sites, and the Department staff believe that
approximately 80 more clientsmay enroll. Therefore, the Department hasincluded in their FY 2006-
07 and FY 2007-08 estimates an adjustment for possible new clients. However, as of October 2006,
staff believesthat the current FY 2006-07 appropriationistracking fairly closeto actual expenditures.

Insurance Aid Category

The Insurance Aid Category is made up of the
cost estimates for the Supplemental Medicare | Approximately 3.8 percent of expenditures
Insurance Benefit and the Health Insurance Buy- | for Medicaid medical services arefor
InProgram. The Supplement Medicarelnsurance
Benefit paysthe premium costsfor Medicare Part
A (inpatient hospital care) and Medicare Part B
(physician and ambulatory care) for qualified
Medicaid clients. This service category does not include co-pays or deductibles (these costs are part
of the expendituresin the acute care category). The Medicaid program aso purchases the premiums
for private health insurance for individuals eligible for Medicaid if it is cost effective for the State to
cover theindividua by a private group health insurance plan.

insurance aid category in FY 2006-07 and 4.0
percent in FY 2007-08.

Table 9 on the next page summarizes the Department's request for the Insurance Service category.
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Table 9: Insurance Service Category

Current Dept. % Dept. % Change
FY 2005-06 FY 2006-07 FY 2006-07 Change FY 2007-08 from Dept.
Service Category Actual App.* Est. Cur. App. Est. FY 06-07 Est.
Supplemental Medicare
Insurance Benefit $70,775,604 $71,365,272 $80,096,751 12.2% | $90,645,493 13.2%
Health Insurance Buy-
In $524,194 $639,694 $558,766 -12.7% $590,676 5.7%
All Services $71,299,798 $72,004,966 $80,655,517 12.0% $91,236,169 13.1%

* Based on estimate of insurance service category costsin origina appropriation. The Long Bill and special legislation does not make
appropriations by service category.

Supplemental Medicarel nsuranceBenefit: Costincreasesfor thisserviceisdriven both by casel oad
growth and increases in Medicare Insurance Premiums. Currently, for FY 2006-07 the Department
is projecting an increase in the per-client costs of 13.1 percent (the increase to Medicare Part B
premiumsfor calendar year 2006). The Department'scurrent FY 2006-07 request is$9.3million (13.1
percent) higher than the FY 2005-06 actual and $8.7 million higher (12.2 percent) than the current FY
2006-07 appropriation. The Medicare premium rate increase for 2007 announced by the Centers of
Medicare and Medicaid Services (CMS) in September 2006 are only 5.6 percent higher than the 2006
rates. Thisfact may help result inthe Department lowering their current FY 2006-07 and FY 2007-08
estimates. However, current expendituretrendsfor FY 2006-07 aretracking closeto the Department's
current estimate. For FY 2007-08 the Department continuesto forecast another 13.1 percent increase
to Medicare premiums rates.

Health I nsuranceBuy-1n: TheHealthInsurance Buy-Inprogramisarelatively small programwithin
the Medical Services Premiums line item. During FY 2005-06, the costs of this program were
impacted by theimplementation of the MM A because some health planswere nolonger cost-effective
once Medicare began paying for adrug benefit. However, the Department believesthat expenditures
for those program will return to historical growth patterns again in FY 2006-07 and FY 2007-08.
While the Department now forecasts that the FY 2006-07 costs will be 12.7 percent lower than the
original FY 2006-07 estimate, the Department's FY 2006-07 estimate doesrepresent anincrease of 6.5
percent over the FY 2005-06 actual. For FY 2006-07 and FY 2007-08, the Department is anticipated
per-client costswill increase by 3.09 percent. Theremaining of the cost increasesfor thisprogram can
be attributable to caseload growth and the case mix for this service.

Administrative Services Category

TheMedical ServicesPremium lineitem aso has
three services that are administrative in nature;
singleentry point, disease management, and ASO

Approximately 1.1 percent of expenditures
for M edicaid medical servicesarefor

- . insurance aid category in FY 2006-07 and 1.2
Administrative Fees. Table 10 on the next page percent in FY 2007-08.

shows the Department's estimates for these
Services.
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Table 10: Administrative Services

Current Dept. % Dept. % Change

FY 2005-06 FY 2006-07 FY 2006-07 Change FY 2007-08 from Dept.
Service Category Actual App.* Est. Cur. App. Est. FY 06-07 Est.
Single Entry Points $16,547,063 $18,855,798 $16,747,227 -11.2% $17,967,584 7.3%
Disease Management $322,355 $4,568,554 $2,598,166 -43.1% $4,949,482 90.5%
ASO Fee Agreements $5,340,741 $5,533,959 $5,077,407 -8.3% $5,184,518 2.1%
All Services $22,210,159 $28,958,311 $24,422,800 -15.7% $28,101,584 15.1%

* Based on estimate of administrativecostsinoriginal appropriation. TheLong Bill and special |egislation doesnot makeappropriations
by service category.

Single Entry Point Agencies. These expendituresarefor contractsthe Department haswith different
agencies to provide information, screening assessments and referrals, care plans, case management
services, and targeted outreach services to Medicaid clients who qualify for either community or
ingtitutional long-term care services. Because of the administrative nature of these contracts, the
Department does not forecast these costs by trending per capita costs. Rather, expenditure increases
reflect only adjustments for caseload growth and policy changes. Currently, the Department's FY
2006-07 estimateisfor only a$200,164 increase (1.2 percent) over the FY 2005-06 actual. However,
the Department's estimate is 11.1 percent lower than the assumptions for the current FY 2006-07
appropriation. For FY 2007-08 the Department isprojecting anincrease of $1.2 million (7.3 percent).
Most of thisincreaseisrelated to the Department's estimate of what the consumer directed carewaiver
will have on this program.

Disease Management: Beginningin 2002, the Department implemented several di sease management
pilot programs to address the utilization of services by severa high cost clients. The targeted
populations included high-risk infants, clients with asthma, clients with diabetes, clients with
schizophrenia, breast and cervical cancer patients, and clients with obstructive pulmonary disease.
These programs were initially funded through pharmaceutical companies from July 2002 through
December 2004. Based on the outcome of the pilots, the Department decided to enter into two
permanent contracts for disease management of clients with diabetes and asthma. These are fixed
contracts and are anticipated to be $627,778 in both FY 2006-07 and FY 2007-08. The other amount
of funding in this service arearelates to the disease management funding that is provide in H.B. 05-
1262. The H.B. 05-1262 disease management is atransfer of funding from the Department of Public
Health and Environment for disease management of heart disease, cancer, and lung disease. The
implementation of this program has been delayed until January 2007. Therefore, the Department's
estimatefor disease management in FY 2006-07 reflectsonly partial year fundingwhiletheir FY 2007-
08 request shows annualized funding.

ASO Administrative Fees: These costs represents the administrative fees that the Department pays
to Rocky Mountain Health Plan for case management and care coordination for clientsenrolledintheir
plan. The adjustments to this line item reflect the Department's current caseload forecast plus the
Department's current estimate for the cost avoidance payment (i.e. the current contract requires the
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Department estimate savings from the contract and share a portion of the savings back with the

contractor).

Service Costs Conclusion

L ——

Table 11 summarizesthe Department's M edicaid medical service cost estimatesby serviceareafor FY
2006-07 and FY 2007-08.

Table 11: Department November Forecast by Service Category

%

%

Change Change
FY 2005-06 FY 2006-07 FY 2006-07 to FY 2007-08 to
Actual Cur. App. Estimate Cur. App. Estimate Dept. Est.
Acute Care
Services $1,206,887,685 | $1,279,052,431 | $1,265,403,764 -1.07% | $1,343,618,940 6.18%
Community
Long-Term Care $183,570,766 $199,015,475 $217,320,576 9.20% $231,880,603 6.70%
I ntitutional
Long-Term Care $498,427,668 $516,645,687 $527,343,555 2.07% $561,517,279 6.48%
Supplemental
Insurance $71,299,798 $72,004,967 $80,655,517 12.01% $91,236,169 13.12%
Administrative
Fees $22,210,159 $28,958,311 $24,422,800 -15.66% $28,101,584 15.06%
—
TOTAL $1,982,396,076 | $2,095,676,871 | $2,115,146,212 0.93% | $2,256,354,575 6.68%
Increase from current FY 2006-07 App. $19,469,341 0.93% $160,677,704 7.67%
|
Bottom Line
Financing $13,868,232 $15,610,688 $17,967,818 15.10% $18,637,777 19.39%
|
TOTAL BASE
with Bottom
LineFinancing | $1,996,264,308 | $2,111,287,559 | $2,133,114,030 1.03% | $2,274,992,352 7.75%

*Thisisthe base request for medical services. Does not reflect impact of decision items (other than decision item #1 and
technical adjustments). A summary of the total request with all other decision items can be found on page 84 of this

briefing packet).

Staff estimatesthat of the majority of the Department's FY 2006-07 estimate for medical service costs
(without bottom of the line financing) isrelated to higher per-client-costs with an offsetting decrease
for alower caseload estimate. For FY 2007-08, the majority of the Department's medical service cost
increase (without bottom of the linefinancing) isrelated to casel oad growth due to the maturing of the
Expansion Medicaid caseload (H.B. 05-1262 changes). Table 12 summarizes staff's analysis of what

is driving the base medical service costs increasesin the Department's preliminary requests.
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Table 12: Analysisof FactorsDriving the M edicaid Budget (M edical Service Costs ONL Y)
. _____________________________________ ___________ ________ _____|
FY 2006-07 FY 2006-07 FY 2007-08 FY 2006-07 FY 2007-08 FY 2007-08
Current New Estimate Department New Estimate compared to compared to
Appropriation Department's Request Compared to FY 2006-07 FY 2006-07
Request Current App. Current App. Estimate
Total Cost $2,095,676,871 $2,115,146,212 | $2,256,354,575 $19,469,341 $160,677,704 $141,208,363
Estimated
Caseload 429,222 427,933 452,128 (1,289) 22,906 24,195
$/Client’ $4,882.50 $4,942.70 $4,990.52 $60.20 $108.02 $47.82
Impact Associated with Caseload Change ($6,293,544) $111,838,569 $119,588,727
Impact Associated with Cost per Client Changes
(includes compounding effect) $25,762,885 $48,839,135 $21,619,636
Subtotal M edical Services|Increase $19,469,341 $160,677,704 $141,208,363

*Detail for the caseload increases, cost-per-client, and compounding calcul ations can be found in Appendix C of thisdocument. This
chart does not include bottom of the line financing.

Questions for the Department

1 Objective 1.1 in the Department's strategic plan is "to maximize the opportunity to preserve
health care services through the purchase of services in the most cost-effective manner
possible’. Please describe for the Committee the Department's current and recent past
initiatives to improve the cost-effectiveness of Medicaid medical services.

2. Please describe the difficulties that would be associated with developing casel oad numbers
(rather than client counts) for individuals eligible for the different long-term care waiver and
institutional care counts? Would it be possible for the Department to submit a "long-term
care" caseload with their monthly reports? What would be the costs of developing such a
report?

3. In FY 2004-05, therewas a 6.1 percent decrease in the number of clients served by the Home
and Community Based Service Programs (L-112 of the Department's Strategic Plan).
However, in FY 2005-06 there was an increase 9.9 percent increase over the FY 2004-05
count. Does the Department have an explanation on why these years had such dramatic
changes in client counts numbers (previous year changes were much more stable)?

4. The Department's request indicates that additional PACE sites may be approved during FY
2006-07. Please describe the current status of these applications.

5. Please explain the increase in the disease management program funding for FY 2007-08.
House Bill 05-1262 only allows atransfer of funding from the Department of Public Health
and Environment for FY 2005-06 and FY 2006-07 only.
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
DEPARTMENT OF HEALTH CARE POLICY AND FINANCING
Immigration Reform

| SSUE:

The Department’ sFY 2007-08 budget request includes atotal fund increase of $3.0 millionand 3.0
FTEinorder toimplement immigrationreform. Of thisamount, $979,398 isfrom the General Fund.

SUMMARY:

a In February 2006, the President signed the Deficit Reduction Act of 2005 which contained
provision requiring all Medicaid clients to verify their identity and citizenship prior to
obtaining Medicaid eligibility. Under the provisions of the Deficit Reduction Act, the State
is prohibited from receiving federal reimbursement for any non-emergency medica
assistance for any Medicaid client who can not prove their citizenship or legal immigrant
status.

a In July 2006, the General Assembly passed H.B. 06S-1023 which require the Department to
verify the identity of all applicants for state benefits who are over age 18 and their legal
statusascitizensor legal immigrants. Affidavitsfrom lawfully present non-citizens must be
verified through the federal Systematic Alien Verification of Entitlement (SAVE) program.

a Both the Deficit Reduction Act of 2005 and HB 06S-1023 require the Department to follow
new procedures which haveincreased administrative costs. However, the Department does
not indicate any significant change to the number of clients served because of enforcement
of these new laws. Although the amount is not specified, the Department's budget request
indicates that the Department will be submitting a FY 2006-07 supplemental request to
address the administrative costs that have already and will be incurred in FY 2006-07 to
implement these laws.

RECOMMENDATION:

Staff recommends that the Committee ask the Department to discuss at their hearing the common
hearing questions regarding the costs of H.B. 06S-1023 that are being asked to all state agencies.
Staff also recommends the Committee discuss the additional questionslisted at the end of thisissue
with the Department at their hearing.

Staff also recommends that the Committee ask for a formal opinion from Legal Services staff on
exempting the first year Medicaid expenditures for immigration reform from the 6.0 percent
appropriation limit.
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DISCUSSION:
Background

Therearecurrently threeimmigration reform lawsthat impact anindividua seeking medical services
through HCPF:

v PRWORA: In 1996, Congress passed the Personal Responsibility and Work Opportunity
Reconciliation Act (PRWORA) of 1996, P.L. 104-193. In this Act, Congress prohibited
granting Medicaid eligibility for any non-citizenswho can not confirmtheir lawful presence
in the United States and also barred Medicaid coverage for certain legal immigrants until
they had beeninthiscountry for over five years (although somemandatory legal immigrants,
such as refugees, can receive Medicaid coverage before the five year requirement is met).
Under PRWORA, only non-citizensarerequired to confirm their lawful immigration status.
In addition, PRWORA requires the Department to verify an individuals legal immigration
status through the Systematic Alien Verification of Entitlement (SAVE) program.

v Deficit Reduction Act of 2005: In February 2006, the President signed the Deficit Reduction
Act of 2005 which prohibits Statesfromreceiving Title XX federal matching moniesfor any
services (except for emergency services) provided to individuas who have not provided
sufficient documentation to verify their citizenship or legal immigrant status. However, the
Deficit Reduction Act did exempt certain individuas from this requirement: (1) Dudl
Eligibleclients (eligiblefor both Medicare and Medicaid), (2) SSI eligibleindividuals, and
(3) another clients specified by the U.S. Secretary of Health and Human Services through
rule. The Deficit Reduction Act applies these requirements only to the Medicaid program,
the Children's Basic Health Plan (which Title XXI of the Social Security Act) was not
impacted. States had to begin enforcing this law on July 1, 2006.

v H.B.06S-1023: Thislaw providesthat all persons 18 yearsan older must verify their lawful
presenceinthe United States beforereceiving public benefits. Exceptionto thisrequirement
include: (1) purposes that do not require lawful presence as a matter of law, ordinance, or
rule; (2) emergency health care services not related to organ transplant; (3) short-term,
noncash, in-kind emergency disaster relief; (4) public health assistance fo immunizations,
(5) crisis counseling and intervention for food and shelter programs; and (5) prenatal care.
House Bill 06S-1023 became effective on August 1, 2006.

WhileH.B. 06S-1023 exempted children from the requirements, the Federal Deficit Reduction Act
did not. In addition, while the Federal Deficit Reduction Act did not apply to the Children's Basic
Hedlth Plan, H.B. 065-1023 does for anyone over the age of 18 years. The table on the next page
show which medical services populations are impacted by the need to verify their citizenship.
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Current Compliance with These Laws:

The Department began complying with these acts upon their effective dates in FY 2006-07 by
revising and passing emergency Medical Services Board rules; issuing new policiesand procedures
to staff, counties, and medical assistance sites; and making information about the new requirements
accessibleto interested parties. Currently, the Department is absorbing some of the costs for these
new requirements within their existing appropriations. However, the Department's budget request
indicates that the Department will be submitting a FY 2006-07 supplemental related to system
changes to the Colorado Benefits Management System (CBMS) and Medicaid Management
Information System (MMIS), to hire3.0 additiona FTE to manage new workload requirementsfrom
these Acts, and for additional assistancefor the administrative costs of the countiesin implementing
theselaws. For FY 2007-08, the Department estimates that the total costs for implementing these
actswill be $3.0 million total funds. Table 2 below showsthe Department's estimated costsfor FY
2007-08.

Table2: FY 2007-08 Immigration Reform Estimated Costs by Line ltem
(Department's Decision Item #4 -- Does Not Reflect Costsin Decision Item #1)
Total Funds General Fund Cash Funds Exempt Federal Funds

Persona Services

(3.0FTE) $149,543 $74,772 $0 $74,771
Operating Expenses 2,610 1,305 0 1,305
County Administration 2,849,689 895,039 569,938 1,384,712
Medica Services

Premiums 8,805 1,349 0 7,456
CBHP Trust Fund 6,933 6,933 0 0
CBHP Administration 14,383 0 6,933 7,450
TOTAL COSTS $3,031,963 $979,398 $576,871 $1,475,694

Personal Services. Department estimates that they will need 3.0 FTE positionsin order to comply
with thelaw changes. According to their budget request, the Department plansto hirethese FTE by
January 2007 (currently, the Department is using existing staff resources). If a supplemental is
approved for FY 2006-07, staff anticipates that the personal services amount in Table 1 will be
reduced to reflect annualizing the supplemental amount rather than providing the full cost amount.
Staff anticipates a budget amendment to be submitted with January 2007 supplementals to reflect
this change.

Specificaly, the Department is requesting 1.0 FTE in their Eligibility Operations Section to help
coordinate changes to the Colorado Benefits Management System and to provide technical and
monitoring support to the counties and medical sitesand clients. The Department aso requests 1.0
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FTE intheir Audit Section to audit samples of casefilesto insurethat the correct documentation is
being collected and to ensure corrective action is taken when necessary. Lastly, the Department
requests 1.0 FTE in their Information Technology Support Section to serve as a Security
Administrator to overseethelargevolumeof additional SAV E system user that areneeded to comply
with H.B. 065-1023.

Operating Costs: The Department's request reflects the operating costs associated with 3.0
additional FTE positions. Staff anticipatesthat the Department's FY 2006-07 supplemental request
will include the one-time operating expenses associated with the FTE since the Department plans
to hire this FTE in January 2007.

County Administration: This request reflects the costs related to the added time that it will take
county technicians to process applications due to the identification and citizenship verification
requirements of both acts. The Department estimates that it will take an additional 5 minutes per
application to comply with the provisionsof the Deficit Reduction Act and H.B. 06S-1023. Because
of the additional 5 minutes per application, the countieswill need to hire additional staff in order to
stay incompliancewith federal processing guidelinesand to manageworkload. Staff anticipatesthat
the Department will a so request additional fundingin FY 2006-07 for county administration because
of these law changes.

Medical Services Premiums. The Department currently pays for accessing the SAVE program to
verify citizenship from the Medical Services Premiumslineitem. Because the Department already
usesthe SAVE programto verify citizenship asrequired by PRWORA, the Department believesthey
can absorb the costs associated with the Deficit Reduction Act. However, the Department has
identified the costs they believe they will incur to verify Title IV-E Foster Care (over age 18), Old
AgePension Statemedical Program, and the Children'sHealth Plan Plusasrequired under H.B. 06S-
1023. The Department will also need to verify thelegal statusof contractorsfor the Comprehensive
Primary and Preventive Care grants programs. The Department estimatesthat all these costs can be
100 percent federally funded except for the verifications for the Old Age State Medical Program.

While not part of Decision Item #4, the Department's budget request also reflects that there will be
some caseload changes due to these new law requirements. In their Decision Item #1 (Base
Medicaid Budget Request), the Department's request estimates a total decrease in caseload of 200
clientsin FY 2006-07 and a decrease of 198 clientsin FY 2007-08. The magjority of these clients
(172 and 170, in each respectively) are estimated to be children. The remainder of the clientsin the
low-income adult and expansion aid categories. The Department al so adjuststheir casel oad for non-
citizen emergency care slightly upward by 28 and 29 clients each year to adjustsfor some additional
clients being dligible for this category rather than full-Medicaid. Based on the Department's
estimated average per-client-costs for FY 2006-07, these net casel oad adjustments could result in
asavingsin the Medical Services Premiums line item of approximately $170,250 (approximately
the same amount of savings would occur in FY 2007-08). Please note, this savings is not
specifically identified in the Department's budget request. This is staff's estimate on how the
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Department'sMedical Service Premiumsforecast model isimpacted by the Department's estimated
change to their caseload projections from implementing these acts.

CBHP Trust Fund and CBHP Administration: The General Fund appropriation into the CBHP
Trust Fund isthe Department's estimate of the state share needed for thisissue. Becausethe CBHP
Trust Fund balance is anticipated to be "zero" in FY 2007-08 without additional funding sources,
the Department requests aGeneral Fund appropriation into the CBHP Trust Fund. The Department
then re-requests this funding as Cash Funds Exempt from the CBHP Trust Fund for the state match
for the CBHP Administration Costs.

The CBHP Administration Costsarerelated to funding the CBHP applicationsthat are not processed
by the counties but are processed by Affiliated Computer Services (the Department's contractor for
CBHP program). The costs in the CBHP program are related to clients who are over 18 (mainly
pregnant women).

At this time, the Department's request does not reflect costs associated with the system changes to
CBMS and MMIS. As stated earlier, these system changes will occur in FY 2006-07 and are
anticipated to be reflected in the Department's supplemental request.

How Are Clients | mpacted?

Affected clients who are citizens or legal qualifying immigrants, will not be impacted by the law
changes besides the need to produce further documentation establishing their citizenship and
identity. Dueto theinitial need to educate clients about which documents are acceptabl e, there may
be delaysin establishing their eligibility for their initial application. There may also be someclients
who temporarily lose coverage at redetermination if they are unable to produce these documentsin
atimely manner. Applicants have 10 business days to furnish the necessary documentation. If the
client does not provide the documentation within the 10 day time frame, their medical assistance
application can be denied or their medical benefits discontinued.

In addition, clients may experience costs associated with obtaining the necessary documentation if
they do not already haveit and the costs of notarizing photocopiesof original documentationin some
cases. Currently, a Colorado driver's license is $15.60 for a minor and adult. A Colorado
identification card is $7.60 for minors and adults up to age 60. For adults older than 60, a Colorado
identification card is free. Currently, ordering a birth certificate from the Department of Public
Health and Environment costs $17.00.

Table 3 on the following page provides a list of the documentation that is necessary to meet the
requirements of the three laws impacting immigration reform.
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Table 3 -- List of Acceptable Documentation

PRWORA

DRA of 2005

H.B. 065-1023

Documents that establish both
citizenship & identity

--None

--US Passport
--Certificate of Naturalization
--Certificate of Citizenship

--None

Citizenship Documents

(If one of these are submitted
then one from the
Identification list must also be
submitted)

--IN'S documentation proving
legal status (documents
verified in SAVE)

--Birth Certificate/Record
proving citizenship

--US Citizen ID Card
--Native American ID Card
--Civil Servant or Military
Record

--Hospital record
--Insurance record showing
birth location

--Census record (1900 to 1950)
--Written affidavit

Other requirements for U.S.
Territories

--Written affidavit of proof of
lawful presencein the United
States

For Qualified Non-Citizens
--Written Affidavit of Proof
of Lawful Presence; and
--INS documentation verified
in SAVE

I dentification Documents

(If one of these are submitted
then one from the Citizenship
List must also be submitted)

Not Applicable

--A Native American
Certificate

--Driver License

--ID Careissued by fed, state,
or loca government

--School ID card

--US military card or draft
record

--Military dependent card

For applicants under 16

--School records, including
nursery or daycare or

--A written affidavit as proof of
identification

A document from the Proof of
Lawful Presence plus one of
the following:

--Colorado Driver'slicense
--Colorado Stateissued ID
Card

--US military card

--Military dependent card
--Native American Certificate

NOTE: Please see the Department's website for a more comprehensive explanation of the documentation needed. Information
presented here is summarized for presentation and discussion and should not be construed to be acomplete list of al information

that may be needed to verify citizenship and identification.

6.0 Percent Appropriation Limit

The state law also new federal programs to be exempted from the 6.0 percent appropriation limit.
Staff has had informal discussions with Legal Services on whether or not the costs associated with
the Deficit Reduction Act of 2005 would qualify as an exemption from the 6.0 percent limit. Staff
was informed that Legal Services believes that exempting the Medicaid costs for implementing the
DRA and H.B. 06-1023 can be exempted from the 6.0 percent limit. Staff recommends that the
Committee receive aformal response from legal services on thisissue.
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Questionsfor the Department

Staff recommends that Committee discuss the following questions with the Department at their
briefing.

Sandard Questions for all Departments (modify slightly for HCPF)

1

Provide alist of programsin your department that are subject to the provisions of H.B. 06S-
1023 and the Budget Reconciliation Act of 2005?

How has your department implemented the provisions of H.B. 06S-1023 and the Budget
Reconciliation Act of 2005? What problems have been encountered in implementing them?
Please describe how the state and federal requirements are similar and different.

Provide an estimate of the costsyour department will incur in FY 2006-07 toimplement these
laws. Are any additional costs anticipated in FY 2007-08? If so, please elaborate.

Provideasummary of anticipated savingsin FY 2006-07 in your department asaresult of not
providing servicestoindividuaswho arein the country illegally. Areany additional savings
anticipated in FY 2007-08? If so, please elaborate.

Questions Specific to Department of Health Care Policy and Financing

5.

The Department's decision item #4 seems to indicate that the 3.0 FTE positions would be a
permanent need. Once proceduresand initial training of the countiesand medical application
sitesis complete, would al of these costs need to be continued?

Once a client has established citizenship or lawful presence, the counties will not have to
verify these documentation upon redetermination or anew application. Doesthe Department
anticipate that the costs to the counties will diminish overtime?

Please describe for the Committee other costs to the counties that may occur due to the need
to store additional records.

Currently, the Department's monthly caseload reports show a declining trend in the low-
income adult and children populations. These caseload were originally forecasted to increase
due to eliminating the Medicaid asset test. Does the Department have an data or anecdotal
evidence if some of the decline may be due to implementing the Budget Reform Act of 2005
or H.B. 06510237

Please describe generally the challenges the Department and counties have experienced in
implementing these laws. Please describe the procedures and policies the Department has
adopted until system changes can be made to CBMS and MMIS.
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
DEPARTMENT OF HEALTH CARE POLICY AND FINANCING
Provider Rate I ncreases

| SSUE:

The Department’s FY 2007-08 budget request includes a total fund increase of $14.2 million in
provide additional rate increases for providers. Of this amount, $7.0 million is from the General

Fund.

SUMMARY:

J

During the budget reduction years, severa provider rates were either reduced or did not
receiveincreasesfor several years. Reducing or keeping provider ratesstatic from FY 2001-
02 through FY 2004-05 hel ped to control the costsin the Medicaid program during aperiod
of rapid caseload growth.

Beginning in FY 2005-06, the Joint Budget Committee began to providefundingin order to
address some of the rate issues for selected providers. The Joint Budget Committee
continued to addressrateissuesin FY 2005-06 and FY 2006-07 for Community Long-Term
Careproviders, primary care providers, durable medical equipment, and inpatient hospitals.
In FY 2006-07, the Joint Budget Committee also provided the Department with an
appropriation to study provider rates and report back with a plan on how to address major
disparities between Medicaid and other carrier rates (including Medicare).

For FY 2007-08, the Department has requested $14.2 million in total funds to address
specific rate issues that the Department sees as priorities. These areas include non-
emergency transportation services, county administration, administrative case management
payments to counties, single entry point agencies, and certain procedure codes within acute
care servicesin the Medical Services Premium line item.

RECOMMENDATION:

Staff recommendsthat if funding isavailablein FY 2007-08, the Joint Budget Committee continue
to providetargeted rate adjustmentsthat address specific servicesor procedure codesthat arefalling
substantially behind Medicare or market rates rather than across the board "COLA" adjustments.

Staff a so recommendsthat the Committeediscussthe Department'srate proposal during thebriefing
by asking the questions listed at the end of thisissue.
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DISCUSSION:

Background:

Thereare many different laws, rules, and policiesthat govern the reimbursement rates that are paid
to different Medicaid providers. Table 1 summarizesthe

Table1: Rate Setting Authority and Processfor Major Service Categories

Service Category

Explanation

Rural Health Clinic Services

Reimbursed on a per visit encounter rate. The encounter rate isthe
higher of the prospective payment system allowed by federal law or
the Medicare Rate. Annual rateincreases for rural health clinics are
part of the base calculations for the Medical Services Premiumsline
item and do not require separate decision items.

Federal Qualified Health
Center Services

Reimbursed on a per visit encounter rate at 100% of reasonable
costs. The encounter rate isthe higher of the prospective payment
system allowed by federal law or an alternative rate established by
the Department. The Department's alternative rate uses a base rate
that receives an inflationary increase each year. Every three years
the base rateisrecalculated. Annua rate increase for FQHC are
included in the base calculations for the Medical Services Premium
line item and do not require separate decision items.

Indian Health Services

Paid 100% with federal funds. Rates are set by the federal
government. Annual rate increases are included in the base
calculations for the Medical Services Premiums line item and do not
require separate decision items.

federa rule Supplemental Medicare
Insurance Benefit

Set annually by the Centers for Medicare and Medicaid Services by
federal rule. Annual rate increases are included in the base
calculations for the Medical Services Premium line item and do not
require separate decision items.

state/federal  federal law Prescription Drugs
and state rule

The Deficit Reduction Act of 2005 changes the methodol ogy for
reimbursing the ingredient costs for drugs from average wholesale
price (AWP) to average manufacturer price (AMP) and setsthe
Federal Upper Limit at 250 percent of AMP for multiple source
drugs. State rules determine the dispensing fees. Annual price
changes are included in the base cal culations for the Medical
Services Premium line item and do not require separate decision
items. However, if the Department makes a major changes to the
methodol ogy used to determine reimbursement or dispensing fees,
those items are usually submitted as decision items.

state law Nursing Facilities

Nursing home rates are based on a statutory formula based on each
facilities reasonable or actual costs for administrative and health
services and afair rental allowance for capital assets. These costs
are or may be subject to various reimbursement limits. Annual rate
increases are included in the base calculations for the Medical
Services Premium lin item and do not require separate decision
items. Any change in the reimbursement methodology used requires
a statutory change.
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Table1: Rate Setting Authority and Processfor Major Service Categories

Service Rate
Required Set

Service Category

Explanation

state rule

Physician/Nurse Practioner
Services EPSDT

Rates set by State rule based on procedure codes. Increases to these
rates typically require a separate decision item.

state rule

Hospitals
(Inpatient & Outpatient)

Outpatient hospitals rates based on 72% of costs. As costs increase
so does the reimbursement rate. Annual rate increases for outpatient
are included in the base calculations for the Medical Services
Premium lin item and do not require separate decision items.

Current state regulations require inpatient hospital rates to be
rebased every year based on Medicare rates. During the budget
crisis years, the Department maintained a budget neutral policy of
decreasing the percentage that the Medicaid rate would be compared
to the Medicare rate in order not to drive additional price costs.
Recently, the JBC has approved rate increases to insure that the
Medicaid rate does not fall further behind the Medicare rate.

Annual rate increases are generally approved as separate decision
items.

state rule

Laboratory/ X-ray

Rates set by State rule based on procedure codes. Increases to these
rates typically require a separate decision item.

staterule

Emergency Transportation

Rates set by State rule based on procedure codes. Increases to these
rates typically require a separate decision item.

staterule

Family Planning

Rates set by State rule based on procedure codes. Increases to these
rates typically require a separate decision item.

state rule

Home Health

Rates set by State rule based on procedure codes. Increases to these
rates typically require a separate decision item.

staterule

Dental (Colorado does not
provide optional Dental
services)

Rates set by State rule based on procedure codes. Increases to these
rates typically require a separate decision item.

state/federal

staterule

Hospice

Rates set by State rule based on procedure codes. Increases to these
rates typically require a separate decision item.

state/federal state rule

PACE

PACE isaMedicare and Medicaid managed care program. Rates
are based on both Medicare and Medicaid services. Annual rate
increases for the Medicaid capitation payment are included in the
base calculations for the Medical Services Premium lin item and do
not require separate decision items.

state/federal state &

federal law

HMOs*

The federal law requires HM O capitation payments to be actuarially
sound. State statute dictates an upper payment limit (95% of fee-
for-service) and how rates are adjusted and rebased. Annud rate
increases for the Medicaid capitation payment are included in the
base calculations for the Medical Services Premium linitem and do
not require separate decision items.

state state rule

Home and Community-Based
Service Waivers

Rates set by State rule based on procedure codes. Increases to these
rates typically require a separate decision item.
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Table1l: Rate Setting Authority and Processfor Major Service Categories

Service Rate Service Category Explanation
Required Set
state state rule consumer directed care waiver Rates are set by Staterule. Increases to these rates typically require

a separate decision item.

state state rule durable medical equipment Rates are set by State rule. Increases to these rates typically require
a separate decision item. Some of the items are reimbursed at
invoice plus 20 percent. Price increase for these items are included
in the base calculations for the Medical Services Premium lin item
and do not require separate decision items. However, changing the
methodol ogy for the payment would include a separate decision
item.

state state rule breast and cervical cancer Rates are set by Staterule. Increases to these rates typically require
a separate decision item.

state state rule private duty nursing Rates are set by Staterule. Increases to these rates typically require
a separate decision item.

state state rule single entry points Rates are set by Staterule. Increases to these ratestypically require
a separate decision item.

state state rule Health Insurance Buy-in Rates are set by State rule. Increases to these rates typically require
a separate decision item.

state state rule Administrative Service Rates are set by Staterule. Increases to these rates typically require
Organizations* a separate decision item.

*Method of service delivery -- includes mandatory services within the expenditures noted.

As the table above shows, any services that are related to the fee-schedule maintained by the
Department do not receive rate increases unless funding is provided by the General Assembly for
such a purpose. During the budget crisis years (FY 2001-02 through FY 2004-05), severd
providers had rate decreases including: durable medical equipment, lab and x-ray, prescription
drugs (both dispensing fee and ingredient reimbursement), inpatient hospital, private duty nursing,
and transportation. In addition to these rate decreases, other providersdid not receive their typical
cost-of -living adjustments. Thelack of COLA increasesmainly impacted thecommunity long-term
care providers.

Recent Rate | ncreases

v S.B. 05-206: Beginning in FY 2005-06, the General Assembly began to address some of
the rate issue problems that had resulted from the rate decreases and lack of COLA
adjustments. Specificaly, in S.B. 05-206 the General Assembly appropriated a total of
$18.9millionto adjust ratesfor inpatient hospital services, toincreasethetopfive physician
procedure codes to within 80 percent of the Medicare rate, and to provide a 2.0 percent
COLA adjustment for the home and community-based service providers.
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v H.B. 06-1369: In addition to the rate increases provided in S.B. 05-206, the General
Assembly appropriated an additional $5.4 millionin provider rate increases effective April
1, 2006 in H.B. 06-1369. These rate increases included an additional 1.0 percent rate
increasefor inpatient hospital and a2.0 percent rateincreasefor durable medical equipment.
In addition, the General Assembly approved a plan to begin to increase the home and
community-based service rates to within 80 percent of the Medicare rate (see footnote 28
comments for list of specific rate increase).

v H.B. 06-1385: In addition to annualizing the costs of the rate increases provided in H.B.
06-1369 (a cost of $25.7 million), H.B. 06-1385 also provided additional rate increases.
Generally, H.B. 06-1385 provided $21.6 million to provide a 3.25 percent increase for
primary care providers and inpatient hospital effective July 1, 2006. H.B. 06-1385 also
appropriated $4.1 million to finish moving home and community-based provider rates to
within 80 percent of Medicare rates effective April 1, 2006. H.B. 06-1385 also provided
a 2.57 percent increase in non-emergency transportation services.

Asdiscussed in thefootnote report section of thisbriefing, for the most part the Department
complied with the intent of the General Assembly. However, instead of giving an across
theboard 3.25 percent increasefor all primary care provider codes, the Department targeted
the rate increase to the top twenty-five most frequently billed physician services codes.
However, for dental and durable medical equipment, the Department provided the
equivalent of a3.25 percent increase. The Department'stargeted rateincreasesfor physician
codes did leave some providerswithout rate adjustments. In addition, staff haslearned that
the home and community-based rate adjustments were not applied to providers in the
consumer directed-care waiver program.

In addition to providing appropriations for specific rate increases, last year the Joint Budget
Committee expressed an interest in examining areas where gross rate disparities for primary care
providers have occurred when compared to Medicare or market rates. The General Assembly
appropriated $58,000 for the Department to conduct a study on this topic. The Department was
asked to report their initial findings on November 1, 2006. Asstated in the footnote section of this
briefing, the Department isin the process of hiring a contractor for the study. However, until the
study results are produced, the Department has identified specific rate increases that they
recommend for FY 2007-08.

Department's Rate Plan for FY 2007-08
For FY 2007-08 the Department is targeting six provider classes for rate increases. inpatient
hospital; single entry points; speciality acute care providers;, emergency transportation, non-

emergency transportation, and county administration. Table 2 shows the estimated fiscal impacts
of the rate increases that the Department is requesting.
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Additional Information on Non-emergency transportation

In addition to the rate increase noted in Table 2 for non-emergency transportation, staff anticipates
a FY 2006-07 supplemental for the non-emergency transportation broker contract for the eight
metro counties. InJune 2006, the Committee approved an emergency supplemental for FY 2005-06
in order to pay for an emergency contract after a failed procurement process (i.e. no contractor
would except a contract to broker non-emergency transportation services at the current contract
provided by the Department). The current contract entered into on July 1, 2006 isfor $446,992 per
month. This will equal $5,363,904 for FY 2006-07 for the eight front range counties. For the
remai ning 56 counti es, the Department estimates non-emergency transportation costsof $1,081,300.
Therefore, the Department's total estimated FY 2006-07 non-emergency transportation cost is
$6,445,204 which is $1,376,482 total funds over the current appropriation. Staff anticipates a
supplemental request for approximately this amount from the Department in January 2007. The
Department'sdecisionitem#7 for FY 2007-08 requestsanincrease of $1,464,796. If aFY 2006-07
supplemental isapproved, then thisincrease would be reduced accordingly to the based on the new
FY 2006-07 base.

Staff comment:

The Department's rate plan addresses the Joint Budget Committee's desire last year to target
appropriations to the areas of greatest need rather than provide across the board rate adjustments.
In addition, the Department has set rate "goals" for certain provider classes. Staff believes that
setting such goalswill help the Joint Budget Committeein thefutureto prioritizerateincreasesand
appropriations. Staff believes the Department's submitted rate plan is a good place to start the
discussion this year for provider rate changes.

Questions for the Department:

1) Last year the General Assembly attempted to move most of the home and community-based
service provider rates to within 80 percent of their comparable Medicare rate. The
Department’ srate plan does not contain any FY 2007-08 rate increases for these providers.
Will these provider rates stay within 80 percent of the Medicare rate without an COLA
increase in FY 2007-08? s 80 percent of the Medicare rate an acceptable goal to try to
maintain? What impact, if any, does the Department anticipate from the increase in the
minimum wage on home health agencies and home and community based services
providers?

2) When does the Department anticipate the final report for the acute care provider rate
disparity study? Please describe the specific rate issues the Department hopes the address
in the study that have not been addressed by the Department’s current decision item on
provider rates.
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3) Please describe the reasons why there was a sharp increase in the non-emergency
transportation need from FY 2004-05 to FY 2005-06. Please describe the estimated
supplemental that the Department will be submitting on thisissuefor FY 2006-07? Given
the fact that the State is within $2.0 to $3.0 million of the 6.0 percent limit, does the
Department have any strategies on this supplemental can be without exceeding the 6.0
percent l[imit? Does the Department believe that the current rules and regulations for non-
emergency transportation is meeting the needs of the Medicaid clients?

4) Staying within 90 percent of the Medicareratefor inpatient hospitalswill continueto drive
costsinthefuture. Giventheconstraintsof a6.0 percent limit, doesthe Department believe
that this is a reasonable goa that the State can maintain into the future? Does this goal
create an unrealistic expectation that this level of reimbursement can be maintained?
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
DEPARTMENT OF HEALTH CARE POLICY AND FINANCING
Long Term Care Reform

| SSUE:

During the last two Legislative Sessions, the General Assembly has passed two billsto study ways
to reform the long-term care system. In addition, the Deficit Reduction Act of 2005 made
modifications to long-term care system in attempt to reduce future expenditures.

SUMMARY:

J

Expenditures for community and institutional long-term care services were $682.0 million
in FY 2005-06 and are anticipated to be $750.2 million (10.0 percent increase) in FY 2006-
07 and $799.3 million (6.5 percent increase) in FY 2007-08.

In 2005, the General Assembly passed S.B. 05-173 which established a Community Long-
Term Care (LTC) Advisory Committeeto make recommendationson how to restructure and
improve the delivery of community long-term care services. The Advisory Committee
submitted their final report on November 1, 2006.

In 2006, the General Assembly passed S.B. 06-131 which required the Department to study
the feasibility of implementing a new reimbursement system for class | nursing facilities.
The Department’ sfinal report issued November 1, 2006 concluded that the Department was
not yet ready to make any recommendations to change the current reimbursement structure
and will continue to meet through 2007 with the hope of making recommendations by
November 1, 2007.

The Deficit Reduction Act of 2005 contained severa provisions with the aim of reducing
expenditures for long-term care services.

RECOMMENDATION:

Staff recommendsthat the Committee discuss with the Department recommendationsfromtheLTC
Advisory Committee at their hearing. Staff also recommends that the Committee discuss the
guestions listed in thisissue with the Department at their hearing.
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DISCUSSION:
Background:

Long-term care services (community long-
term care waivers, class | & Il nursing
facilities, and the PACE program) were 34.4
percent of total Medical Service Premium
costs in FY 2005-06. While long-term care
services represent only about one third of al
Medical Service Premium costs, they are one
of the fastest growing cost drivers. For the
most part, cost increases are being driven by
the utilization and price of services. As the
chart to the right shows, for the last four
years, the unduplicated client count has
remained rather stable at around 40,000
clients (there was a dight decline from FY
2002-03 through FY 2004-05 but FY 2005-06
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However, while the number of clients served has
remained relatively stable, costs have continued
to increase each year. As the chart to the left
shows, expenditures have climbed from $531.3
million in FY 2001-02 to $682.0 million in FY
2005-06 (an increase of $150.7 million or 28.4
percent). The majority of thiscost increase, $80
million, is attributable to the cost increases for
nursing home care. Another $46.8 millionisfor
the home and community-based waiver
programs, and $23.9 million is for the PACE
program (the one program that has had adramatic
increase in the number of clients served over this
time period).

Due to people living longer and aging of the baby boomer population, caseload for long-term care
services are anticipated to increase dramatically during the next few decades. Because of the high
costs of these services, severd initiatives have been attempted to reduce costs for the future. These
initiatives include but are not limited to the following:

v Home and Community-Based Waiver programs. Although home and community waiver
programsaremajor expenseintheMedical ServicesPremiumslineitem, theseserviceshelp
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to serve the needs of the long-term care clientsin a manner that is both less restrictive and
expensive than nursing facility care. Colorado has along history of long-term care waiver
programs.

v Single Entry Points. These agencies help to coordinate and plan the long-term care for
individuals. Case management services are assumed to help make sure appropriate careis
provided in the appropriate setting.

v PACE. This program tries to integrate the acute care needs and long-term care needs of
clientsinto one managed care model. Thismodel isassumed to promote savingsin the area
of hospitalization and institutional care by coordinating the client's primary and community
long-term care needs. Thismodel workswell in urban centerswhere PACE sitescan provide
the medical and day care needs of their clients.

v Consumer-Directive Care Waiver. H.B. 05-1243 will allow long-term care clientsto have
amoredirect roleindecidingtheir careneeds. Itisassumed that consumer-directed carewill
belessexpensivethan caredirected by medical professionals, resultingin Medicaid savings.

v Coordinated Carefor Peoplewith Disabilities. S.B. 06-128 establishesapilot program for
anon-profit agency to develop a program to provide coordinated care for the disabled in the
hopes reducing costly acute care and secondary disability conditions.

In addition to these programs, the General Assembly over the years has al so attempted to control the
costs and improve quality by passing severa different pieces of legidation that include: (1)
encouraging long-term careinsurance, (2) trying to award nursing homesfor quality of care, and (3)
authorizing fundsto help moveindividualsmovefrominstitutional settingstoacommunity settings.
During the 2005 Session, the General Assembly passed S.B. 05-173 which established aCommunity
Long-Term Care (LTC) Advisory Committee to make recommendations on how to restructure and
improve the delivery of community long-term care services. The final report from this Advisory
Committee was submitted in November 2006. In addition, the General Assembly passed S.B. 06-
131 which required the Department to look at different reimbursement methodologies for nursing
home care. The Department submitted a status report on thisissue also in November 2006.

Long-Term Care Advisory Committee Recommendations

The LTC Advisory Committee developed 18 recommendations and organized them into four
groupings: (1) person-centered service continuum; (2) seamless care planning; (3) eligibility and
financing options; and (4) statewide leadership. Following is a brief discussion of the major
recommendations and the Department’ s response.

Person-centered service continuum. This area of the Committee’ s recommendation focused on
housing, transportation, and persona care needs of clients who are Medicaid eligible or not yet
Medicaid eligible. Thefocusof these recommendations attempted to strengthen community support
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systems in order for clients to remain in the least restrictive care environment possible.
Recommendations included: (1) collaborating more effectively with Section 8 and HUD housing
programs for the elderly and disabled; (2) pilot aternative adult foster care housing programs; (3)
provide incentives for nursing facilitiesto convert licensed beds to assisted living or adult day care
programs; (4) add a personal care optiona benefit to the Medicaid state plan; (5) pool Medicaid
transportation funding with transportation funding for the Older Americansact; (6) authorizeafully
integrated primary care and long-term care pilot program; and (7) clarify theeligibility for theHome
Care Allowance Program to ensure non-Medicaid eligible clients have access to the program.

The Department noted that several of the recommendations would require apossible statute change
or authorization as well as rule changes. The Department aso noted that many of the
recommendationswould haveafiscal impact. Inoneinstance, the pooling of transportation monies,
the Department indicated that federal law would have to be changed in order to implement the
recommendation. Also, for the pilot project to integrate primary care and long-term care needs, the
Department indi catethat the Department will beissuing therequest for proposal sin November 2006.
Proposals will be due by February 15, 2007.

Seamless Care Planning: Recommendations in this area had to do with strengthening the case
management for long-term care services. The Commission recommended the following: (1) care
managers receive additiona training on uniform statewide accountability standards based on
consumer outcomes, (2) caseload for single entry point care managers be reduced; (3) a fully
automated system for assessing, allocating and managing the care of clients be developed; and (4)
long-term care information be included in patient's comprehensive health record.

The Department noted that most of the above recommendations would have an initial fiscal impact
to implement. The Department did note that care management agencies began the transition to the
Benefits Utilization System (BUS) in July 2005. Thisdatabaseisused for program monitoring and
oversight of the HCBS waivers, Home Care Allowance, Adult Foster Care, and nursing facilities.

Eligibility and Financing Options. Recommendations in this area included the following: (1)
implementing apilot program with the policy goal of ensuring that LTC clients are assessed within
48 hours of hospital discharge or upon an imminent institutional placements; (2) provide
comprehensivetraining to hospital discharge plannersabout thefull continuum of LTC services; (3)
increase awarenessabout transitional services; (4) instituteratereformsthat promote person-centered
and consumer-identified service outcomes; and (5) develop and implement quality benchmarks for
all LTC services.

Again, the Department noted that most of theserecommendationsmay require statute or rule changes
and also may have fiscal impacts to implement. The Department has issued requests of proposals
for the pilot to expedited financial eligibility determination for long-term clients and for awarding
a selective contract to aLTC provider for a specific geographic area. In addition, the Department
has adopted rules to aid in promoting awareness regarding transitional services. The Department
also hasafull timestaff member devoted to devel oping and implementing aHCBS quality program.
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The Department also noted their accomplishments in developing programs that try to promote the
least restrictive care possible for the client as well as giving the client more control and input into
thelir care (such as the consumer directed care waiver program).

Satewideand Local Leadership: The Advisory Commission'srecommendationsinthisarearelated
to better coordination between the state and | ocal agenciesinvolved in planning and providing long-
term care services for the different groups involved. Specifically, the Commission recommended
that Single Entry Point and Community Center Board'sbeallowedto (1) expeditefinancia eligibility
determination; (2) have online accessto the CBM S system; (3) blend funding streams that include
Medicaid and non-Medicaid programs; and (4) implement a"virtual one-stop” systemto aid clients
in accessing the system. The Commission also recommended that a blue-ribbon commission on
long-term care be formed in order to oversee the development and implementation of along-term
care system transformation plan.

The Department expressed concerns about allowing other entities other than the counties to have
access to the CBMS system (even if just to view data) and to allow single entry point agencies to
have participate in the Medicaid financial eligibility function. The Department also noted that
several of the recommendationswould require statute or rule changes and may have fiscal impacts.

Staff Comment

Many of therecommendationsformed by the Advisory Committee may requirelegislation and have
ainitial or ongoing fiscal impact. However, investment now in improving program coordination
may eliminate current inefficiencies and improve overall quality of life issues for seniors and the
disabled. Therefore, staff recommendsthe JBC discussthefollowing questionswith the Department
at their hearing:

1) Please describe for the Committee any RFP's the Department hasissued for pilot programs
recommended by the Advisory Committee on Long Term Care or that may address some of
the issues raised by the Advisory Committee. Specifically, address the status of the RFP's
for pilot programsfor alternative housing options, integrated primary careand long-term care
pilot programs, expediting financial eligibility determinations, and selective contracting for
geographic service areas.

2) What are the Department'sfive top prioritiesfor improving the efficiency and effectiveness
for the Medicaid Long-Term Care System? What challenges and opportunities does the
Department see in the next five to ten years for long-term care delivery? Why do some
geographic areas in the state have higher participation in community care delivery when
compared to nursing home delivery.

3) Please discuss the recommendations from the Advisory Committee report that the

Department believes should be implemented as soon as possible. What are the possible
fiscal impacts from these recommendations.
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S.B. 06-131 Status Report

Last Session, the General Assembly al so passed S.B. 06-131 which addressed several nursingfacility
issues. Senate Bill 06-131 codified a process that the Department had began a year earlier to look
at the reimbursement model for Class | nursing facilities by requiring the Department to conduct a
feasibility study of a new reimbursement system for class | nursing facilities based upon a pricing
model or apay for performance model. 1n compliance with S.B. 06-131, the work group met seven
times between August 4, 2006 through October 27, 2006 and issued a status report on November
1, 2006. Theconclusion of thereport wasthat the workgroup would not be ableto develop apricing
study or recommendation by November 1, 2006. The workgroup unanimously agreed that they will
not propose recommendations for anew reimbursement methodol ogy for consideration in the 2007
Session but will continue to meet with the hopes of producing final recommendationsto the General
Assembly in 2008. In addition, the majority of the workgroup members recommended continuing
to lift the 8.0 percent cap in FY 2007-08 until a new pricing model could be developed. This
recommendation would require a statutory change.

Staff Comment: _ .
Caps on Nursing Home Reimbursement.

Theissueof how to reimburse nursinghomeshas | adminigrative Costs

had several modifications and changes over the | 1) Can not exceed 120 % of the weighted actual costs of
ygars. Currently, the . nursing home 2) IalnI acéﬁil\/gcsletér%édministrative costs can not exceed
reimbursement model reimburses nursing a6.0 percent increase.

facilities for their actual or reasonable costs for 3) Administrative costs include actual administration,
servicesrendered, their case-mix adjusted nursing ‘C’;gﬁjt}r”eﬁ;gdrg;rggna‘r’]g‘;‘(rc‘fu?;ioeﬁgﬁ'sng
costs, and a fair rental alowance for capital-

related costs. Because the formulais based on

costs, the statute al so places certain capped limits
on the reimbursement ratesin order to control the | 2
growth of costs.

Health Costs:

1) Can not exceed 125 percent of the weighted actual
costs of all class | facilities.

Health costs can not exceed an 8.0 percent increase,
except in FY 2006-07 the 8.0 percent shall not apply
to class| facilities with an average annual Medicaid
census that exceeds 64 percent of the actual residents
for that same time period.

Health costs include actual health care services and
food costs excluding Part B direct costs for Medicare.

The S.B. 06-131 study looked at two different
nursing reimbursement models. Thefirst model | 3
was a pricing model presented by consultantsfor

the Colorado Health Care Association. Under
this model, the specific nursing homeinwhich a
patient is provided services should not affect the
Medicaid programs rate. Rather, the rate would
consider the acuity of the patient, the geographic
variance in labor costs, the value of the facility,
the special needs of the patient popul ation and the
measurable quality of services. Under apricing
model, the Department would set the “rate or
price” that they were willing to pay for nursing
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Capital Assets:

1) Thefair rental allowance means the base cost
(appraisal or adjusted appraisal cost) multiplied by the
average annualized composite rate for 10 year U.S.
treasury bonds plus two percent -- not to exceed 10.75
percent or fall below 8.25 percent.

S.B. 06-131 provides that for FY 2006-07, aClass|
nursing facility provider's rate shall not fall below 85% of
the statewide average total overall reimbursement for all
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care and adjustments to the price would be made for special cost alowance (i.e. acuity of patient
mix, geographic labor costs, etc.). This system is much more like the prospective pay system that
Medicareisusing for nursing home care. In staff’ s assessment, Colorado’ s current reimbursement
system has many aspects of a pricing model aready in place either directly or indirectly.

The other pricing model discussed was aquality model presented by consultant’ sfor the American
Association of Homes and Servicesfor the Aging. A quality model would have some aspects of a
pricing model (i.e. abase price adjusted for certain cost factors such as acuity mix). However, a
quality model would incorporate accountability measuresand reward facilities based on compliance
or achievement of certain quality measures. Minnesotaand lowaweresuggested asstatesattempting
thistypeof reimbursement system. Thereare many challenges associated with thistype of modeling
including deciding on what measuresrepresent quality, collecting data, and making surethe baserate
is sufficient to help poor facilities improve their quality measures.

Based on the complexities involved in changing the current reimbursement methodologies, the
Department and the two nursing home associations do not plan to recommend any major changes
to the current reimbursement system for the 2007 Session. However, it isstaff’ sunderstanding that
the associations may support legislation to eliminate the 8.0 percent cap for FY 2007-08. Staff
recommends that the Committee discuss the following questions with the Department at their
hearing.

1) Please providethe Committeewith afiscal analysison how much eliminating the 8.0 percent
cap on health care costs would cost in FY 2007-08.

2) From the Department’ s perspective, what are the advantageous and disadvantageous of a
pricing or prospective-pay model for nursing homes.

3) From the Department’ s perspective, what are the advantageous and disadvantageous of a
quality add-ons incentives for nursing home rates.

Deficit Reduction Act of 2005

The federal Deficit Reduction Act of 2005 (DRA 2005) had several provisionsto try to control the
costs of long-term care in the Medicaid program. Specifically, DRA 2005 increased the look back
period for asset transfersfrom three yearsto five years and changed the penalty time frame from the
time when an asset transfer was made to the date the client applies for Medicaid. The DRA 2005
also makes single individuals with home equity of more than $500,000 in€eligible for Medicaid
(stateshavethe option of raising thisto $750,000). The DRA also counts as assets some previously
exempt financial instruments (such as certain annuities, promissory notes and mortgages). In
addition, the DRA allowsfor the Long-Term Care Partnership program to be expanded throughout
thecountry. In 1992, four states (Connecticut, Indiana, New Y ork, and California) instituted aL ong-
Term Care Partnership Program that allowed a person to protect his or her assets from Medicaid
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estate recovery up to the amount paid by a qualifying long-term care insurance policy. The DRA
now allows all states to implement such a program.

In addition to making changes regarding nursing home care, the DRA a so made some changes to
the home and community-based waiver programs. Specifically, the DRA made home and
community-based services an optional benefit for certain individuals and for these individuals the
state is no longer required to determine that the level of care needed would be institutional care
without the HCBS services. In addition, the DRA would provide an enhanced federal match for
demonstration programs that increase the use of home and community-based services over
institutional care.

Staff recommends that the Committee discuss the following questions with the Department at their
hearing.

1) What future fiscal impact does the Department anticipate from increasing the look back
period from three years to five years and changing the penalty time frame (impact will not
be felt until 2009 but how large of impact does the Department anticipate)?

2) Please provide the Department’ s perspective on the Long-Term Care Partnership program?
What could be the potential fiscal impact of implementing such a program in Colorado?

3) Isthere any way that the State can qualify for the enhanced federal match for programs that

help place more individuals in community-based service programs rather than in nursing
facility care? |Isthe Department applying for any demonstration programs?
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
DEPARTMENT OF HEALTH CARE POLICY AND FINANCING
Prescription Drug Costs

| SSUE: In 2006, the Department implemented the Medicare Modernization Act of 2003 whichis
the most dramatic policy change for prescription drugs coverage in Medicaid program in decades.
In addition, the Deficit Reduction Act of 2005 aso impacts how the Department reimburses
pharmacies for prescription drugs in the Medicaid program.

SUMMARY:

a The Medicare Modernization Act of 2003 was implemented in January 2006. In FY 2005-
06, the MMA reduced prescription drug costs in the Medical Services Premiums line item
by an estimated $68.8 million. Of thisamount, $34.3 million was General Fund. However,
these savingsweremainly offset by the State Contributi on payment (clawback) which totaled
$31.5 millionin FY 2005-06.

a The Deficit Reduction Act of 2005 changes the maximum price Medicaid paysfor multiple-
sourcedrugsfrom 150 percent of thelowest published price (usually thewholesaleprice) for
adrug to 250 percent of the lowest average manufacturer price (AMP). The revised limit
takes effect on January 1, 2007.

RECOMMENDATION

Although the MMA and DRA mark two of the most significant changes to Medicaid prescription
drug coverage in recent years, the Joint Budget Committee should continue to encourage policies
for cost effective prescription drug purchasing and utilization. These policies may include
expanding existing drug utilization review programs, continuing to promotethe use of generic drugs
when appropriate, and perhapsimplementing drug formularies, additional rebate programs, or multi-
state pooling options. Staff recommends that the Committee discuss these issues with the
Department at there hearing and the specific questions listed in this issue.

DISCUSSION

Background

For the last ten years, prescription drugs have been one of the fastest growing benefits within the
the acute care services in the Medicaid program. In FY 1995-96, prescription drug costs (after
rebate) was $64.9 million or 10.5 percent of acute care spending. In FY 2004-05, prescription drug

costs (after rebate) was $209.3 million or 17.6 percent of acute care spending. Beginningin January
2006, the Medicaid program no longer pays for prescription drugs for dual eligibles. Thisledto a
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significant drop in overall prescription drug costsin FY 2005-06. However, the majority of savings
from this policy change is eliminated by the MMA's State Contribution Payment.

Prescription Drug Costs in Fee-For-Service
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Medicare Modernization Act of 2003 | mpacts

For FY 2005-06, staff estimated that the total MMA impact to the premiums line item would be a
$68.7 million decrease (for six months). Of thisamount, $34.4 million was estimated to be General
Fund (FY 2006-07 figure setting packet page 130). Therefore, the average estimated decrease for
prescription drugs was estimated at $11.4 million per month. In FY 2005-06, the average monthly
expenditures for fee-for-service prescription drugs fell from $25.6 million (average from July
through December) to $13.9 million (average from January to June). Thiswasadecreasein average
monthly prescription drug expenditures of $11.7 million per month. However, not all of the savings
can be contributed to the MMA -- some of the savings may have resulted from passive enrolment
being turned back on in May 2006 (decreasing prescription drug costs in FFS and increasing the
costs in the MCO program) and a slight decline in caseload. 1n addition, the FFS does not capture
the PACE program or MCO savings. Nevertheless, it does appear that the estimated FY 2005-06
MMA impact was fairly close to the actual experience. While there are savings in the Medical
Service Premiums line item, most of these savings were offset the by the FY 2005-06 State
Contribution Payment (clawback). Thefinal State Contribution Payment in FY 2005-06 was $31.5
million General Fund.

The current FY 2006-07 appropriation assumes atotal fund savings from the MMA in the Medical
Service Premiums line item of $146.8 million (of which $73.4 million would be from the General
Fund). Again most of these potential General Fund Savings are offset by the claw back payment.
The current FY 2006-07 assumes a clawback payment of $73.4 million General Fund.

For FY 2007-08, the Department's request does not identify a specific savings for the MMA in the
premiums lineitem because it has now been incorporated into the base calculations. However, the
Department estimates that the clawback payment will be $74.1 million (an increase of about
$700,000).
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Although the MMA was amajor policy shift, Colorado anticipates little to no fiscal savingsto the
General Fund as a result of this policy change. Staff recommends the Committee discuss the
following questions with the Department at their hearing.

1 Please update the Committee about ongoing issues with implementing the MMA. Please
discuss any problems that dual eligible clients have experienced or are experience as they
sign up for Medicare Part D plans? Does the Department believe that most dual eligible
clients are now able to access their drug benefit through Medicare and have understanding
of how the program works? What assistance is the Department still providing to dual
eligible clients regarding the Medicare Part D program.

2. In addition to the costs for the clawback payment, what other costs does the Department
estimate for the Medicare Part D program.

Deficit Reduction Act of 2005

The Deficit Reduction Act of 2005 changes the maximum price Medicaid pays for multiple-source
drugs from 150 percent of the lowest published price (usually the wholesale price) for adrug to 250
percent of the lowest average manufacturer price (AMP). Therevised limit takes effect on January
1, 2007. Currently, the Department budget request does not reflect any savings in FY 2006-07 or
FY 2007-08 due to the implementation of the DRA. It is staff's understanding that the Department
believesthat the changein methodol ogy will not result in amajor impact in prescription drug costs.
Staff recommends that the Committee discuss the following questions with the Department at their
hearing.

1 Nationally, the Congressional Budget Office forecasts that the change in pricing
methodology will save the Medicaid program $3.8 billion from FY 2006 through FY 2010.
However, the Department's budget request currently does not contain any cost saving
estimates for prescription drugs due to the DRA. Please explain the possible impact the
DRA will have on Colorado Medicaid prescription drug reimbursement or thedifficultiesin
estimating the potential impact.

2. Itisstaff’ sunderstanding that the DRA also modified the definition of Medicaid “ best price’
to include the lowest price for authorized generics. Recently, amajor U.S. retailer began
promoting aprogram to offer $4.00 generic prescription drugsin Colorado. Please provide
the Committee with information on the amount of sales volume that the Department
currently does with this retailer for the affected drugs. Does the Department believe that
there will be a potential cost savings in prescription drugs due to this policy change?

Other Prescription Drug | ssues

Over thelast few years, the members of the General Assembly haveintroduced severa billswiththe
goal reducing prescription drug costs in the Medicaid program. Senate Bill 03-11 required that a
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generic substitution whenever the generic drug is a therapeutic equiva ent to the brand-name drug
and S.B. 03-294 required the Department to implement drug utilization mechanisms, including but
not limited to prior authorization, to control prescription drug costs. In addition to these two bills,
the General Assembly has also introduced and debated bills that would require the Department to
haveapreferred druglist for the FFS program and to join multi-state purchasing pools. At thistime,
Colorado isone of seven statesthat has not implemented a preferred drug list and isone of 34 states
that has not joined a multi-state purchasing pool.

Now that the MMA has shifted a large portion of the Medicaid drug costs over to Medicare, cost
savingsfor apreferred drug list or from joining a multi-state purchasing pool may not be ashigh as
before the MMA was implemented. Nevertheless, these policy choices remain options on how to
reduce or slow the growth in Medicaid drug expenditures.

Staff recommends the Committee discussthe following issueswith the Department at their hearing.

1) What are the potential savingsor costsfor developing apreferred drug list for the Medicaid
FFS program?

2) What arethe di sadvantageous or advantageoustojoining one of thethree-existingmulti-state
purchasing pools?

3) According to the Department’ s current strategic plan, the Department estimates savings of
between $100,000 to $500,000 for FY 2007-08 by identifying opportunities for cost
avoidance within the drug program and providing a prescriber education program. Please
describe the status of these projects for the Committee.

4) Please update the Committee on the cost savingsto date from implementing S.B. 03-294 and
S.B. 03-011.
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
DEPARTMENT OF HEALTH CARE POLICY AND FINANCING
Colorado's Children’s Basic Health Plan Preliminary Budget Outlook

| SSUE:

The Department is currently forecasting an increase of $21.6 million total funds for the Children’s
Basic Health Plan (CBHP) for caseload and cost-per-client increases. In order to fund the CBHP's
programsneed, the Department estimatesthat $4.5 millionwill need to be deposited into the General
Fund in FY 2007-08.

SUMMARY:

a TheDepartment’ sNovember budget request i ndi catesthat asupplemental appropriationwill
be necessary for the CBHP program in FY 2006-07. Currently, the Department isestimating
that a $1.5 million General Fund appropriation will be needed in order to keep the CBHP
Trust Fund Balance solvent in FY 2006-07.

Qa The Department is anticipating healthy growth in the CBHP program in FY 2007-08.
Currently, the Department anticipates caseload growth in the children’s program at 1.8
percent and growth in the adult pregnant women program of 40.9 percent. Total
expenditures are anticipated to grow 28.2 percent.

a In 2007 the United State Congress must re-authorize the State Children’ s Insurance Health
Plan (SCHiP) program. The Congress may use this opportunity to make reformsto program
inregardsto eligibility for the program aswell asfederal financing. The General Assembly
needs to watch this process carefully to make sure our CBHP program design allows us to
maximize the federal funds available for this program without dramatically increasing the
Genera Funds needs of the program.

RECOMMENDATION:

Staff recommends that the Committee discuss the Children’s Basic Health Plan program with the
Department at their hearing using the specific questions listed throughout this issue.

Staff also recommends that the Joint Budget Committee consider sponsoring legislation to increase
the amount of tobacco settlement moniesthat istransferred to the CBHP Trust Fund. Increasingthe
amount of Tobacco Settlement monies transferred into the CBHP Trust Fund will eliminate the
current need for an additional General Fund appropriation. Inaddition, thisactionwill givethe Joint
Budget Committee more flexibility within the 6.0 percent for other potential Genera Fund
supplementals.
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Inaddition, staff recommendsthat the Joint Budget Committee consider eliminatingthe CBHP Trust
Fund and instead making direct appropriationsfrom the Tobacco Settlement Fund and General Fund
into the CBHP program lines rather than first appropriating monies into a fund and then re-
appropriating the same monies out of the fund again. This will eliminate a small double count
appropriations and will focus attention on the amount of General Fund that is necessary to support
the CBHP program.

DISCUSSION

Backgound

The State Children’ s Health Insurance Program (SCHIP) was enacted by Congressin1997 as Title
XX of the Social Security Act. Thefederal program provided stateswith the option to adopt anon-
entitlement health insurance program for low income children who do not qualify for Medicaid. The
federal program provided states with an enhanced federal match as an added incentivefor the states
to adopt this optional program. The federal government also capped the amount of federal funds
that would be available for the program.

In Colorado, SCHIP was enacted asthe Children’ sBasic Health Plan (CBHP). The CBHP program
receives a 65 percent federal match and currently covers children up to 200 percent of the federal
poverty level. In addition to covering children, the CBHP also has an adult pregnant woman
program to provide prenatal care for women up to 200 percent of the federal poverty level.

Funding

The state match for the program is provided either from the CBHP Trust Fund or from the Health
Expansion Fund. In November 2004, Colorado voters approved Amendment 35 which increased
the taxes on tobacco productsin order to expand health care programs. Amendment 35 specifically
allowed that a portion of the health expansion monies could be used to (1) increase the enrolIment
inthe CBHP program for children and adult pregnant women abovethe FY 2003-04 enrollment; (2)
add parents; and (3) increase the eligibility standards for the CBHP or Medicaid program. The
Amendment 35 implementationlegisation, H.B. 05-1262, madethefollowing changesto the CBHP
program:

1) Eliminated the Medicaid asset test for children and adults. Currently, federal law requires
that applicants for the CBHP program first be screened for Medicaid eligibility. When the
Medicaid asset test was eliminated, any CBHP children who were not originally eligiblefor
Medicaid because of the asset test, will be transferred to the Medicaid program upon
redetermination if their family income qualifies them for Medicaid instead of the CBHP
program.

2) Expanded the marketing effort for the CBHP program.
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3) Allowed the Health Care Expansion Fund to fund the enrollment growth over the average
monthly enrollment in FY 2003-04.

4) Expanded eligibility for both children and pregnant women from 185 percent FPL to 200
percent FPL.

The following chart shows which populations must be funded by the CBHP Trust Fund and which
populations are eligible to be funded from the Heath Care Expansion Fund.

CBHP Population State Funding Source

CBHP Trust Fund Health Care Expansion Fund
Children Children
— Ineligible for Medicaid to 185% FPL up to — Ineligible for Medicaid to 185% FPL, any caseload
a total caseload of 46,694. above 46,694.

—186% to 200% FPL
Adult Pregnant Women
—Ineligible for Medicaid to 185% FPL up to a Adult Pregnant Women

total per member per month caseload of 1,428. — Ineligible for Medicaid to 185% FPL, any caseload
above 1,428 member months

—186% to 200% FPL

CBHP Trust Fund

The mgjority of revenues in the CBHP Trust Fund come from transferring 24 percent of the total
amount of money that the State receives annually from the Tobacco Master Settlement Agreement
(Section 25.5-8-105, C.R.S.). The CBHP Trust Fund also receivesrevenue from the enroliment fee
charged to clients and interest earnings. If necessary, the CBHP Trust Fund may aso receive
Genera Fund appropriationsin order to maintain apositive fund balance in order to fund the needs
of the program. The CBHP Trust Fund is able to retain it’s fund balance and interest earnings and
itsfunding is prohibited from being transferred to the General Fund unless otherwise authorized by
the General Assembly throughlegislation. During the budget downturn, the General Assembly made
the following transfers out of the CBHP Trust Fund into the General Fund.

FY 2001-02: $900,000 (Repaidin FY 2005-06)

FY 2002-03: $1,200,000
FY 2005-06: $8,100,000 (Offset by an GF appropriation of $2.0 millionin FY 2005-06)
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Table 1 shows the Department's current estimate for the CBHP Trust Fund.

Table1l: CBHP Trust Fund Anticipated Revenues and Expenditure Needs

FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08
Actua Actua Dept. Estimate Dept. Request
Beginning Balance $5,389,901 $9,025,270 $4,411,882 $0
Genera App. 3,296,346 2,000,000 1,473,078 4,481,968
Transfer by State Controller 0 900,000 0 0
Tobacco Settlement App. 20,629,548 20,927,529 21,465,077
Other Revenue 867,420 990,140 785,245 852,325
Federal Match Earnings 40,591,093 41,801,325 46,430,785 48,071,835
SUBTOTAL REVENUE $70,774,308 $75,644,264 $72,349,917 $74,871,205
State Match for Traditional Caseload $20,723,603 $20,944,551 $25,041,079 $25,895,466
Federal Match for Traditional Caseload 40,591,093 41,801,325 46,430,785 48,071,835
Other Trust Fund Expenditures 434,342 386,506 878,053 903,904
SB 05-211 Transfer 0 8,100,000 0 0
SUBTOTAL EXPENDITURES $61,749,038 $71,232,382 $72,349,917 $74,871,205
REMAINING BALANCE $9,025,270 $4,411,882 $0 $0

For FY 2006-07, the current appropriations assumed that $20,973,924 would be deposited into the
CBHP Trust Fund. However, shortly after the appropriation was set, it came to the State’ s attention
that two of the four tobacco companies were disputing their contribution payments. These two
tobacco companies have placed a portion of their payments into escrow accounts until this dispute
canbearbitrated (Steve Allen will present moreinformation on thisissuein hisbriefing on December
14, 2006). Because of this dispute, the total amount of funding available to the CBHP Trust Fund
from the Tobacco Settlement monies was reduced by $1,724,997.

In addition, the Department has revised their FY 2006-07 expenditure estimates upward based on
current casel oad and cost forecasts. Based on the Department's November 2006 Budget Request, the
General Assembly would need to appropriate $1,473,078 General Fund in FY 2006-07 in order to
meet the CBHP expenditure needs. Please note that the Department will be submitting updated
estimates in February as an official supplemental request. At thistime, the General Assembly has
approximately $2.0 to $3.0 million under the 6.0 percent appropriations limit for FY 2006-07
supplementals submitted in January 2007.
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Based on the fact that there is little room under
the six percent limit and because the Tobacco
Settlement monies are less than what was
originally forecasted for the CBHP program,
staff recommends that the Joint Budget
Committee consider carrying legidation to
increase the FY 2006-07 alocation into the
CBHP Trust Fund from the Tobacco Settlement
monies by $8.1 million (the amount that the
State transferred from the CBHP Trust Fund to

Staff recommends legidation to increase the
amount of Tobacco Settlement moniesinto the
CBHP Trust. Staff recommendsthe JBC consider
two options:

(1) A one-time$8.1 million transfer in FY
2006-07; or

(2) Increasethe percent from 24% to 27% in
FY 2006-07 and increase the percent to
30% for FY 2007-08 and ther eafter.

the General Fund in FY 2005-06).

This recommendation would accomplish two
things:

1) It would fund any potential deficit in the CBHP Trust Fund in FY 2006-07. Staff's
recommendationwould eliminatethe need for aGeneral Fund supplemental appropriation that
would count against the 6.0 percent appropriation limit.

2) The carryforward balance from FY 2006-07 would be enough to eliminate the need for all or
most of the General Fund appropriation into the CBHP Trust Fund in FY 2007-08. The
carryforward balancewould al so be enough to mitigate any changein the Tobacco Settlement
monies that may result from a prolong arbitration of the amount owed by the tobacco
companies.

The impact of the staff's recommendation would be that revenues into the General Fund would be
reduced by $8.1 millionin FY 2006-07. According to the Staff Director's November General Fund
overview, staff'srecommendation would end up reducing the one-third two-third transfer to capital
and roads based on Legidative Council's revenue forecast.

Currently, staff isrecommending aone-time adjustment of theamount of Tobacco Settlement monies
flowing into the CBHP Trust Fund. Staff's recommendation would only eliminate the General Fund
pressure for the CBHP program for two years (FY 2006-07 and FY 2007-08). However, according
to current expenditure trends, the CBHP program would require Genera Fund appropriations
beginning againin FY 2008-09. Therefore, the Joint Budget Committee may want to consider, asan
option to staff's recommendation, increasing the CBHP Trust Fund allocation from the Tobacco
Settlement permanently. Currently, at 24 percent of the Tobacco Tax Settlement monies, the CBHP
isreceiving $19.2 million. If the percentage was increased to 27 percent for FY 2006-07 (reducing
the General Fund allocation by the 3.0 percent), the CBHP Trust Fund would receive $21.6 million.
Thelegidlation could then increase the percentage to 30 percent in FY 2007-08 (which would allow
the CBHP Fund to receive approximately $24 million in revenue).

The JBC does not need to act on this recommendation until the CBHP supplemental is finalized.
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Lastly, staff also recommends that if General Fund appropriations become necessary for the CBHP
inthefuture, that the General Fund appropriations be made directly into the program lineitem rather
than into the CBHP Trust Fund. Appropriating General Fund moniesinto the CBHP Trust Fund and
then re-appropriating the monies out of the Trust Fund leads to adouble appropriation. In addition,
it hides somewhat the amount of General Fund necessary to support the program line items.

Health Care Expansion Fund

Currently, the Health Care Expansion Fund has sufficient balances to support both the Medicaid and
CBHP populations funded from itsrevenue. A detailed analysis of the Health Care Expansion Fund
can be found in the issue on Amendment 35 implementation on pages

|Expenditure Forecast .

CBHP expendituresaredriven by both casel oad growth and increasesto the projected capitation rate.
Although the CBHP program is not an entitlement program, capping the program’ s caseload is very
difficult. Federa rules require that children populations be served before any adult populations.
Therefore, if it becomes necessary to cap the caseload in order to stay within appropriation limits, the
adult pregnant women program must be capped or eliminated before the children’s population can
be capped. Thiswould mean ending health coveragefor pregnant women mid-pregnancy. Therefore,
staff assumesthat the CBHP hasin fact becomea“de-facto” entitlement program. Staff assumesthat
appropriationswill be adjusted to reflect current caseload and cost estimates rather than trying to cap
the caseload to stay within a set appropriation limit.

Caseload Forecast — Adult Pregnant Women

The adult prenatal program began in October 2002 for women with incomes up to 185 percent of the
federal poverty level (FPL). With the passaged of H.B. 05-1262, eligibility will be expanded to 200
percent FPL. Table 2 shows the Department's projections for the adult prenatal program member
months.

Table 2: Department Projections-- Pregnant Women 133% to 200% FPL
Month FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08
Actual Actual Estimated Estimated

Enrollment Enrollment* Enrollment Enrollment
Jduly 0 1,013 1,268 1,983
August 185 1,005 1,338 2,042
September 260 1,054 1,405 2,099
October 300 1,079 1,471 2,155
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Table 2: Department Projections-- Pregnant Women 133% to 200% FPL
Month FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08
Actual Actual Estimated Estimated
Enrollment Enrollment* Enrollment Enrollment
November 397 1,095 1,535 2,209
December 507 1,125 1,597 2,261
January 608 1,225 1,653 2,307
February 714 1,216 1,708 2,352
March 859 1,186 1,762 2,396
April 933 1,191 1,815 2,440
May 962 1,188 1,868 2,484
June 954 1,239 1,921 2,528
Total Member
Months 6,679 13,616 19,341 27,256 40.92%
Average
Monthly
Enrollment 557 1,135 1,612 2,271 40.92%
Enrollment
Below 186%
FPL 6,679 13,439 16,325 21,840 33.78%
Enrollment
Eligible for
Amendment
35 Funding n/a 12,011 17,913 25,828 44.19%

*Thisis caseload number is not yet finalized due to a retroactive adjustment.

Based on the Department's updated forecast, the average monthly enrollment for the adult prenatal
program will be 1,612 women in FY 2006-07. The current FY 2006-07 appropriation assumed
18,936 prenatal months or an average monthly enrollment of 1,578. The difference between the
current FY 2006-07 appropriation and the Department's new FY 2006-07 estimate is an increase of
34 clients (2.2 percent) on amonthly basis. Becauseal prenatal caseload over 119 clients per month
(or 1,428 member months) can be funded from the Health Care Expansion Fund, the Department’ s
revised FY 2006-07 prenatal caseload estimate will not drive additional appropriations from the
CBHP Trust Fund or the General Fund.

The Department's FY 2007-08 forecast assumes prenatal months of 27,256 (average monthly
enrollment of 2,271). Again al of the forecast above 1,428 member months can be funded from the
Health Care Expansion Fund. Therefore, the Department’ s caseload forecast for pregnant women
does not drive a CBHP Trust Fund or General Fund appropriation.
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Caseload Forecast — Children’s Population

The children's program began in 1998 for children with incomes up to 185 percent of the federa
poverty level (FPL) who were not eligible for Medicaid. With the passaged of H.B. 05-1262,
eligibility was expanded to 200 percent FPL. Table 3 shows the Department's projections for the
children's caseload.

Table 3: Estimated Monthly Enrollment for the CBHP Children Caseload
Month FY FY FY FY FY
2003-04 2004-05 2005-06* 2006-07 2007-08

Actual Actual Actual Est. Dept. Forecast Dept. Forecast
July 51,846 37,159 41,007 53,551 44,720
August 51,844 41,477 39,499 53,078 45,895
September 51,626 41,355 40,085 52,479 46,987
October 52,484 35,354 43,047 51,757 47,996
November 50,882 37,303 44,797 50,960 48,963
December 49,001 38,036 45,903 50,088 49,887
January 47,156 37,989 47,586 49,145 50,772
February 44,976 40,610 49,056 48,153 51,637
March 42,979 43,337 52,189 47,114 52,481
April 41,353 44,175 52,328 46,027 53,304
May 39,111 41,709 53,133 44,916 54,127
June 37,069 41,552 53,855 43,781 54,950
Average 46,694 40,005 46,874 49,254 50,143
% Growth from
Prior Year -5.12% -14.33% 17.17% 5.08% 1.81%
Enrollment at or below 185% FPL 40,005 45,367 45,949 45,049
Enrollment Above FY 2003-04 Casel oad n/a n/a n‘a n/a
Enrollment Eligible for Amendment 35 (includes children enrolled from
185% to 200% FPL, children enrolled over the FY 2003-04 average
monthly enrollment) 3,305 5,094

Thefollowing chart showsafive year history for the CBHP children's casel oad and the two forecast
years. The chart shows the impact to the CBHP casel oad from capping the program in FY 2003-04
and liftingthe cap in FY 2004-05. Thechart also showstheimpact of eliminating theMedicaid Asset
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on the CBHP children population beginning in FY 2006-07. Finaly, the chart shows the caseload
impact of increasing eligibility up to 200 percent FPL.

CBHP Children's Caseload
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The Department's current FY 2006-07 children's casel oad forecast is49,949 clients. Thisforecastis
7,359 (17.3 percent) clientshigher than the current FY 2006-07 appropriation estimate of 42,590 total
children. The Department’ sforecast includes a higher growth estimate and also slows the reduction
in caseload due to eliminating the Medicaid asset test. Thusfar in FY 2006-07, the caseload report
indicates alower amount than the Department’ s current estimate but it istoo soon to tell because the
casel oad report has not been adjusted for retroactivity. Staff will continueto monitor actual monthly
caseload before making afinal recommendation during figure setting in March 2007.

Based on the FY 2006-07 revised forecast, the Department is forecasting aFY 2007-08 casel oad of
50,143 children, which is only a 1.8 percent increase over the Department’s average monthly
enrollment for FY 2006-07.

Staff recommends that the Committee discuss the following issues with the Department at their
hearing:

1) Current casel oad reports seem to indicate that the decreasein the CBHP dueto implementing

the asset test has not been high as originally forecasted. Does the Department have any data
on how many CBHP children, year-to-date, have moved into the Medicaid program?
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2) Please discussthe difficulties of using accrual accounting for budgeting the CBHP instead of
cash accounting as is used in the Medicaid program? If the Department was allowed to use
the cash basi sof accounting, would that approve casel oad forecasting for the CBHP program?
What would be the impact to the per capita costs?

CBHP Capitation Cost Estimates

Table4 summarizesthe Department's CBHP program request for both FY 2006-07 and FY 2007-08.

Table4: CBHP Program Expenditures

FY 2006-07 FY 2006-07 FY 2006-07
Current Appropriation  Department Estimate  Department Request

Adult Caseload
CBHP Trust Fund Adult PMPM 1,428 1,428 1,428
Health Expansion Fund Adult PMPM 17,508 17,913 25,828
TOTAL Prenatal Member Months 18,936 19,341 27,256

Cost PMPM (includes delivery) $905.54 $1,045.44 $865.10

Subtotal Prenatal Care $17,147,305 $20,219,855 $23,579,166
CBHP Trust Fund Children Caseload 38,635 45,949 45,049
Health Expansion Fund Children Caseload 3,955 3,306 5,094
Medical Costs

Number of Member Months 511,080 591,060 601,716

Cost PMPM $104.14 $105.88 $112.68

Subtotal Children Medical Costs $53,223,871 $62,581,433 $67,801,359
Dental Costs

Number of Member Months 444,636 436,138 427,877

Dental PMPM $13.30 $13.30 $13.97

Subtotal Dental Costs $5,913,659 $5,800,640 $5,977,440
Subtotal Children $59,137,530 $68,382,073 $73,778,799
Total CBHP Service Costs $76,284,836 $88,601,928 $97,357,965
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Table4: CBHP Program Expenditures

FY 2006-07 FY 2006-07 FY 2006-07
Current Appropriation  Department Estimate  Department Request
Total Administrative Costs* $5,521,207 $5,642,217 $5,535,590
Total CBHP Indigent Care Division $81,806,043 $94,244,145 $102,893,555

Expenditures

*CBHP Administrative Costs only. Does not include administrative costs for other Department functions (i.e. CBHP
Trust Fund expendituresin the EDO and DHS-Medicaid Funded Programs divisions)

The Department contracts with an actuary to determine the medical and dental rates for the CBHP
program. Theratesin the table above are a"blended rate" for both the caseload served in the self-
insured managed care network and the casel oad served by health maintenance organizations.

Estimated Children's Medical Costs

The reason for the Department's revised PMPM rate for childrenin FY 2006-07 is based on the case
mix between the self-insured network and the MCOs. Last year the Department's actuary estimated
the costsfor childrenin the self-insured network to $120.30 per month. Childreninthe MCOswere
estimated to cost $95.44 per month. At thetimethe appropriation was estimated, it was assumed that
35 percent of clients were in the self-insured network and 65 percent of clients were in the MCOs.
Thisresulted in the blended rate of $104.14 that was used for the FY 2006-07 appropriation. Based
on more current data, the Department now estimates that 42 percent of clients are in the self-funded
plan and 58 percent of clients are in the MCOs. This resultsin a new estimated blended rate of
$105.88.

For FY 2007-08, the actuary is estimating that rates for the self-insured network will increase to
$124.00 per month (an increase of 3.1 percent). However, the actuary is forecasting an increase to
the MCO rateto $104.48 (a9.4 percent increase). Assuming the same case mix ratioasisused in FY
2006-07, the Department forecasts that the blended rate will be $112.68 per month (atotal increase
of 6.4 percent). At thislevel, the average annual medical costs for child on the CBHP program is
$1,352.16. Thiscomparesto the Department's estimated $1,573.09 average annual medical costsfor
child on the Medicaid program (before decision items).

Estimated Prenatal Medical Costs

The Department's budget request shows an increase to the FY 2006-07 prenatal member month rate
of $139.90 (a15.4 percent increase) fromthe current appropriation FY 2006-07 rate. The Department
givestwo major reasonsfor theincreaseto therate: (1) theorigina appropriation assumed 9 months
of care while the new assumption is 6 months of care which drives up the average per member per
month costs, and (2) only 85 percent of the women are delivery while on the program.
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For FY 2007-08, the actuary reducestherate the PMPM to $865.10 (a17.3 percent decrease fromthe
actuaries FY 2006-07 rate). The reasons for the decrease to the rate is as the program matures,
distortion in the datafor a small caseload should be smoothed against a larger pool, and changesin
the fee schedules and variation in the blend of services received by clients.

CBHP Dental Costs

The Department's revised FY 2006-07 estimate does not include any changes to the current
appropriated rate for dental services of $13.30 per month. For FY 2007-08, the actuary estimates a
5.0 percent increase from the FY 2006-07 rate to $13.97 per month. The actuary used an industry
trend in order to establish the new rate.

Questions for the Department

1) Over the last severa years, the overall per capita costs for the Medicaid populations has
decreased as the population increased. This was partly responsible for the large drop to
Colorado Access's rates for children when the rate was rebased against the fee-for-service.
However in the CBHP program, even though caseload is expanding, there does not seem to
be the same lower cost resulting from an expanded risk pool. Does the Department have an
explanation for this phenomenon?

2) Please describe the use of encounter data in the development of the actuary rate's for the
CBHP program. Could this be amodel on how to set MCO Medicaid ratesin the future?

3) Does the Department have an explanation on why the case mix between the self-insured
network and the MCOs changed from the original FY 2006-07 assumption?

4) Doesthe Department have any data on how many families have children enrolled in both the
CBHP and Medicaid program based on their age and income (i.e. for a family under 133%
FPL, their 4 year old would be in Medicaid but their 7 year would qualify for CBHP).

Federal Reauthorization in 2007

TheBalanced Budget Act of 1997, which established SCHIP, set theprogram'sannual federal funding
levelsfor aten-year period (1998-2007), after which SCHIP would need to be reauthorized. (States
can continueto spend any unspent SChiP fundsremaining after 2007, but will not receive any further
SCHIPfundsafter 2007 unlessthe programisreauthorized). Staff fully anticipatesthat Congresswill
reauthorizethe program. However, in reauthorizing the program, Congress may take the opportunity
to modify, expand, or retract the program. One of the concerns that has been raised isif Congress
decides to keep the federa allotment (remember SCHIP operates more like a block grant than an
entitlement program in that it is a capped amount of funding) the same as 2007 allotment for FY
2008-2012.
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In addition to the federal alotment issue, Congress may also address if the CBHP program should
be expanded to alow more children or adults to participate in the program. Following isa partia
list of Section 1115 Waivers that have been used to expand SCHIP to cover more uninsured.

State | Key Features

AZ Allows state to use SCHIP funds to expand eligibility for parents, subject to an enrollment cap, and to
refinance existing (Medicai d-financed) childless adult coverage.

CA Allows state to use SCHIP funds to expand eligibility for parents.
(6(0) Allows state to use SCHIP funds to expand eligibility for pregnant women.
IL Allows state to use Medicaid and SCHIP funds to expand €ligibility for parents and to refinance some

state-funded health programs. Also allows the state to subsidize premiums for private coverage for
some beneficiaries as an alternative to direct coverage.

NM Allows state to use SCHIP funds to expand eligibility for parents and other adutls, providing alimited
benefit package.

Question for the Department

Please describe any issues that the Department believes should be addressed as Congress re-
authorizes the SCHIP program.
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
DEPARTMENT OF HEALTH CARE POLICY AND FINANCING
Amendment 35 Implementation

| SSUE

Dueto theslow start of many of the Amendment 35 health care expansion programs, theHealth Care
Expansion Fund had a FY 2005-06 ending balance of $94.6 million.

SUMMARY

a By the end of FY 2007-08, the Department is anticipating that the Health Care Expansion
Fund will have an ending fund balance of $130.2 million. However, beginning FY 2008-09,
forecasted expenditures from the program are anticipated to exceed new revenue and the
fund balance will begin to be used to sustain current programs. Nevertheless, the
Department forecasts that the ending balance in FY 2010-11 will be approximately $106.0
million.

a Current law allows parent of children who are eligible for Medicaid or CBHP to be an
optional Medicaid eligibility group. Current law provides the poverty level for this group
to participate can not be set lower than at 60 percent FPL and the law is permissivefor it to
be higher than 60 percent (there is no upper limit set, just alower limit).

RECOMMENDATION:

Staff recommends that the Joint Budget Committee consider the fiscal impact of increasing the
eligibility for family Medicaid from 60 percent of FPL to 75 percent of FPL. Staff recommendsthat
the Committee discuss this option with the Department at their hearing.

DISCUSSION:

When H.B. 05-1262 was originally introduced the bill allowed parents of enrolled children to be
eligible for Medicaid if their income was at or below 100 percent of FPL. Due to concerns about
the cost of the program, the final bill provided parents under 60 percent of FPL would be added.
However, the language in the statute would alow the Department to add additional parents above
60 percent of FPL. The 60 percent of FPL isa statutory floor —not a ceiling —on who can be added
as an optional Medicaid program using Health Care Expansion Funds.

Dueto the dow start of implementing the H.B. 05-1262 programs last year, the fund balancein the
Health Care Expansion Fund grew faster than originally forecasted in the fiscal note for H.B. 05-
1262. At the end of FY 2005-06, the fund balance was $94.6 million. According to the
Department’ s budget request the fund balance is anticipated to grow to $130.2 million by the end
of FY 2007-08.
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Accordingtothe Department’ soriginal fiscal estimatesfor H.B. 05-1262, the Department forecasted
that the caseload for parents up to 75 percent FPL would be 8,273 clientsin FY 2007-08. That is
2,206 more clients than the Department’ s current FY 2007-08 casel oad estimate of 6,067 clientsup
to 60 percent FPL. Adding theseclientsin FY 2007-08, at the Department’ s current forecasted per
capitacosts, would cost an additional $5.8 million (of thisamount, $2.9 million would be from the
Health Care Expansion Fund and $2.9 million would be federal funds). Based on the Department’s
assumptions, staff estimatesthat the cumulative cost for the four-year period would be an additional
$22.7 million. Thiswould reduce the Health Care Expansion Fund balance to $83,267,114 in FY
2010-11. However, the fund balance would still be more than the amount that isrequired to remain
in the fund as areserve.

Cumulative Impact

Table 2: Estimate Costsfor Expanding from 60 % FPL to 75% FPL
FY 2007-08 FY 2008-09 FY 2009-10 FY 2010-11

60% FPL Estimated Caseload

(Dept. Est.) 6,067 6,089 6,112 6,135
75% FPL Estimated Caseload

(Dept. Original Fiscal Note Est.) 8,273 9,968 11,696 11,739
Difference in Caseload 2,206 3,879 5,584 5,604
Department’s Per Capita Cost Estimate $2,444.75 $2,433.99 $2,423.28 $2,412.62
Medical Service Premiums Costs $5,393,119 $9,441,459 $13,531,615  $13,520,993
Department’s MH Per Capita $192.70 $199.95 $207.47 $215.27
Mental Health Costs $425,096 $775,606 $1,158,512 $1,206,432
Total MSP & MH Additional Costs $5,818,215 $10,217,065 $14,690,128  $14,727,425
Health Care Expansion (50%) $2,909,107 $5,108,533 $7,345,064 $7,363,712

$22,726,416

Because the tobacco tax revenue is anticipated to be a declining revenue source, staff believes that
adding additional eligibility categorieswill drainthefund morequickly. Therefore, staff would urge
cautionin pursuing such acourse. However, at the sametime, afund isbeing allowed to accumulate
ba anceswhile some Col orado citizensare going without health care coveragetoday. Therecertainly
may be pressure to increase the eligibility because of this fact. If the JBBC decides to budget to a
higher level (it does not require a bill, the Department can change their rules to 75 percent within
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existing statute), the drawback is this course of action may not be sustainable after FY 2010-11
without additional changesto law or revenue sources.

Questions for the Department:

@ Please discuss the drawbacks or advantages of increasing the eligibility for parents from 60
percent FPL to 75 percent FPL. According to the Department's estimates, when would the
Health Care Expansion Fundfail to meet itsreserverequirement if thiseligibility changewas
made?

2 Please briefly update the Committee on implementation of all H.B. 05-1262 Medicaid and
CBHP expansion programs.
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
DEPARTMENT OF HEALTH CARE POLICY AND FINANCING
Informational Issue: Uninsurance Aid in Colorado

| SSUE

The Annual Demographic Survey by the U.S. Department of Labor and U.S. Census Bureau
estimatesthat 17.0 percent of the Colorado population were not covered by health insurance during
calendar year 2005. Fourteen states had higher uninsurance rates than Colorado and 36 states had
lower uninsurance rates.

SUMMARY

J The U.S. Census Bureau estimated that the number of uninsured in Colorado in 2005 was
785,000 individuals. Of this amount, the U.S. Census Bureau estimates that 158,000 are
under age 18 and 5,000 are over age 65.

a The Department of Health Care Policy and Financing has six mgjor line itemsin the Long
Bill that provide funding for the uninsured. These line items include the following: (1)
Colorado Indigent Care Program; (2) Old Age Pension Medical Program; (3) Supplemental
Paymentsto Clinics; (4) Supplemental Paymentsto Speciality Children's Hospitals; (5) the
Primary Care Program; and (6) the Comprehensive Primary/Preventative Care Grant
Program. Excluding certified public funds, the State and federal funds currently dedicated
in FY 2006-07 for servicesto the uninsured total $239.3 million.

a Approximately $44.1 million of the funding currently going to the uninsured could be
restructured to draw down additional Title X1X federal funds. However, Constitutional and
statute changes would be necessary.

RECOMMENDATION:

Staff recommends that the Committee discuss with the Department how current funding could be
restructured in order to draw down additional federal fundsto cover more of the uninsured through
either the Medicaid or CBHP program.

DISCUSSION:

According to the U.S. Census Bureau Annual Demographic Survey, approximately 785,000 (17.0
percent) of Colorado citizenswerewithout health insurancefor all of 2005. Colorado's uninsurance
rate is higher than the national average of 15.9 percent. A total of 36 states (including the District
of Columbia) have lower uninsurance rate than does Colorado. Of the six states bordering
Colorado, only Arizona and New Mexico have higher rates of uninsurance.
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Approximately 444,000 (56.6 percent) of the uninsured are estimated to have incomes at or below
200 percent and 43.4 percent have incomes over 200 percent FPL. Approximately, 20.0 percent of
the total uninsured are children, 18.0 percent are young adults between 18 to 24 years of age, 42.0
percent are adults ages 25 to 44, 19.0 percent are adults ages 45 to 64, and approximately 1.0 percent
are adults older than 65 years of age. However, children account for approximately 45.2 percent of
the uninsured who have incomes under 200 percent FPL. At thislevel of income, most children
could be eligible for medical coverage through either Medicaid or the CBHP programs.

2005 Uninsured in Colorado
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|Current Funding Devoted to the Uninsured .

Currently, the Department has six major programs devoted to covering a portion of the health care
costs for the uninsured.

CARE REIMBURSEMENT PROGRAMS

Colorado Indigent Care Program

Provides partial reimbursements to hospitals and clinics participating in the program for
providing services to uninsured individuals up to 250 percent FPL. In FY 2004-05, the
program provided services to approximately 179,129 clients (in FY 2004-05, the ICP only
covered individuals up to 185 percent FPL). It isimportant to note that this program is not an
insurance program. Rather, it isaway for providers to recoup some of their costs for the
uninsured. The number of participating providers includes 49 hospitals, 18 clinics, and 51
satellite facilities.

Old Age Pension Medical Program

For individuals older than 60 years of age with incomes at or below 76.9 percent of FPL and
who are not eligible for Medicaid, the Old Age Pension Medical Program provides some
limited medical benefits. The number of clients served in FY 2004-05 was 4,766 clients.

This program operates more like aregular Government medical program in that clients receive
an eligibility card and have defined set of services that are covered.

Through these two programs, participating providers were reimbursed for some of the costs related
to covering the uninsured at low income levels. In FY 2004-05, the number of clients served by
these programs would represent approximately 23.4 percent of the number of uninsured estimated
by the Census Bureau for 2005. Total FY 2004-05 expenditures for these programs was
approximately $280.1 million (includesthetotal fundlineitem expendituresfor Safety Net Provider
Payments, Clinic Based Indigent Care, and Old Age Pension Medical Program). This averages
approximately $1,523 per client served.

In addition tothe programsthat staff hasidentified as care reimbursement programs, the Department

also has enhanced reimbursement and grant programs that attempt to aid providers serving alarge
number of uninsured and underinsured clients.

13-Dec-06 170 HCP-brf



ENHANCED REIMBURSEMENT & GRANT PROGRAMS

Pediatric Speciality Hospital Line Item

Thisline item alows enhanced reimbursement for speciality hospitals that have alot of
Medicaid, CBHP, and uninsured clients.

Primary Care Program

This program provides grant funding to providers who serve indigent or uninsured clients.

Comprehensive Primary and Preventative Care Fund

This program provides grant funding to providers that demonstrate the intended use of funds to
expand services to indigent Colorado residents. This funding is used mainly to increase the
infrastructure (both clinic space and staff) to serve the indigent and uninsured popul ations.

For the most part, funding for the uninsured indigent population tends to be focused on providing
financia aid to the providers who provide services to uninsured and indigent care programs rather
than adirect aid program to individuals. Unlike low-income Medicaid and the CBHP programs,
theindigent care program is much broader in that childless non-disabled adults can benefit from the
provision of funding. Therefore, evenasMedicaidand CBHPligibility iscurrently being expanded
to include a larger portion of uninsured, funding would still be needed to ensure that providers
receive some reimbursement for attending to the needs of those individuals ineligible for the
Medicaid or CBHP programs.

The current FY 2006-07 appropriation for these programs includes a total of $360.6 million.
However of this amount, $135.0 million is certified local funds from qualifying public hospitals.
Therefore, these expenditures do not represent state dollars provided but are specific expenditures
by local entities that are used to draw down the federal match through the Disproportionate Share
Program and Medicare Upper Payment limit programs within the Medicaid program.
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For FY 2007-08, the Department'srequest for theindigent care programstotals $356.8 million. The
decrease is related mainly to lower Tobacco Tax revenues for several of the programs. Table 2
provides afive-year history of the funding available for these programs and line items.

Table 2 -- Funding History for Programsfor the Uninsured
FY 2003-04 FY 2004-05 FY 2005-06 FY 2006-07 FY 2007-08

Actual Actual Actual App. Request
Safety Net
Provider
Payments $255,976,646 $264,013,206  $287,296,074 $296,188,630 $296,188,630
S.B. 06-044
Expansion 0 0 0 14,962,408 15,000,000
Clinic Based
Indigent Care 6,119,760 6,119,760 6,119,760 6,119,760 6,119,760
Old Age Pension
Program 10,746,174 9,999,321 14,426,967 14,262,663 13,780,951
Pediatric
Specialty Hospital 0 0 5,452,134 7,732,072 7,677,436
Primary Care
Program 0 0 44,041,879 32,939,958 29,099,458
Comprehensive
Primary Care
Grant Program 5,064,339 2,566,401 2,604,927 2,621,651 2,668,034
Total Funding $277,906,919 $282,698,688  $359,941,741 $374,827,142 $370,534,269

Staff Comment:

The Department's FY 2007-08 request for this issue $92.6 million higher (an increase of 33.3
percent) than the funding available five years ago for these programs. The magjority of the funding
increase resulted from the following:

Q) The passage Amendment 35 which increased tobacco taxes to expand clinic care for the
medically indigent (primary care program);

(2)  Thepassageof Referendum C and S.B. 06-044 which authorized an additional $15.0 million
and increased eligibility for the indigent care program to 250 percent FPL; and

3 Maximizing the use of the Medicare Upper Payment limit to increase the federal funds
available.
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Of the funding that is provided to the indigent care programs, staff has identified two streams of
funding that could be used to draw down additional federal match if the funding was placed into
Medicaid expansion rather than used as provider grant funding. Thesetwo streams of funding are
the $15.0 million that iswas approved in S.B. 06-44 and the $29.1 million for the primary care grant
program. If thisfunding was used to expand Medicaid coverage for parents up to 100 percent FPL
or to provide primary care services for childless adults (a waiver program similarly to Utah’'s
program), then the state could draw afederal match and double the amount of funding available for
these two programs currently. However, thiswould require both Constitutional and statute changes
in order to restructure the purposes for these funding streams. However, if it becomesthe policy of
the stateto provide health insuranceto uninsured individuals, rather than grant funding to providers,
then staff believesthat General Assembly may want to pursue ways to maximize federal fundswith
existing revenue streams.

While maximizing federal funds may be an option for discussion, staff must warn that expanding
Medicaid to moreeligibility categoriesalso hasdraw backs. Themajor draw back isthe entitlement
nature of Medicaid. Therefore, any expansion would need to be pursued as awaiver program with
the ability to cap the expansion population and perhaps limit the benefit design. In addition, the
current Medicaid program is forecasted to grow by more than 6.0 percent in FY 2007-08. Adding
additional population unto aprogramthat isalready becoming alarger share of the state budget every
year will create additional budgetary pressure for other state programs. In addition, the S.B. 06-44
isatemporary funding stream for five years (during the Referendum C time frame) and the funding
stream from the Tobacco Tax (the source of funding for the Primary Care Grant program) isastable
or declining revenue stream. Therefore, placing additional health care costs on these revenue
streams will create General Fund obligations in the future as health care costs for the expanded
popul ations increase.

Other Uninsured | ssues

Blue Ribbon Commission on Health Care Reform

Currently, the Blue Ribbon Commission on Health Care Reform established in S.B. 06-208 began
meeting in November 2006 to discuss health reformissues. Specifically, the Commission’scharge
isto study and look at health care reform model s that expand coverage and reduce the cost of health
careinsurance. The Commission isauthorized to examine optionsfor expanding affordable health
coveragefor al Colorado residentsin both the public and private sector markets. The Commission’s
fina report is not due until November 30, 2007. Therefore, staff anticipates that in next year’s
budget briefing there will be a lot more discussion about potential costs and impacts of possible
Medicaid or CBHP expansions and other health care reform issues.
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Recent Action in Massachusetts

Recently, Massachusetts passed health care reform to all require health insurance for all state
residents. The key features of the plan include:

1)

2)

3)

4)

5)

6)

7)

All state residents must obtain health coverage by July 1, 2007 and if proof insuranceis not
available the individual will be penalized on their state income tax reform;

The “Insurance Connector” will connect individuals and small businesses with health
insurance options and allow for portability of coverage from one job to ancther;

Thestatewill provide public subsidies(on adsliding scale) to familieswith incomesup to 300
percent of thefederal poverty level and subsidized insurance productswill be madeavailable
toindividualsearning lessthan 100 percent FPL who do not already qualify for theMedicaid
program.

The state will expand Medicaid coverage for children with family incomes between 200 to
300 percent FPL.

Businesseswill be assessed afee of $295 per worker with 10 or more employees that do not
provide health coverage. Also afreerider surcharge will beimposed on employers without
health plans who have employees that receive uncompensated care more than five times a
year. The surcharge will range from 10 to 100 percent of the state’s cost with the first
$50,000 per employer exempted.

Incentives for insurance companies to offer low-cost “basic” insurance plansto individuals
19to 26.

A phasing-out of the state’ s Uncompensated Care Pool (DSH program) asfree care shiftsto
insured care.

Currently the Massachusetts plan is just beginning to be implemented. However, staff has the
following observations.

v

Massachusetts aready had a generous Medicaid and CBHP program. Therefore,
Massachusetts set about solving a 10 percent uninsurance rate rather than a 17 percent
uninsurance rate.

Restructuring the Colorado Safety Net Provider program would be difficult since the
majority of the state match for this program comes from the public hospitals that offer the
current care.
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v

A Massachusetts type plan could not be implemented in Colorado without additional
revenuesto support the program. Massachusetts doesnot havethe TABOR or appropriation
limits that Colorado budgets under.

Questions for the Department

1)

2)

3)

4)

Please discusstheimpact that the funding increase for CBHP marketing program has had on
enrollment in CBHP? Please update the Committee on the current implementation of pilot
programs to increase enrollment of children into the Medicaid and CBHP through school
sites.

Please discuss the potential fiscal impact if all children and adults currently eligible for
Medicaid and CBHP were enrolled in the programs? What does the Department estimate
that the current penetration rates are for both programs?

Please update the Committee on the grant awards for the Primary Care Program to date?

In the Department’ s opinion, could the Medicaid or CBHP program be modified to cover
more of the uninsured without additional state funding requirements. Which uninsured
populations and providers would win or lose if some of the current funding in the Indigent
Care Program was restructured to expand Medicad and CBHP €ligibility (granted
restructuring this funding could require both Constitutional and statutory changes)?
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
DEPARTMENT OF HEALTH CARE POLICY AND FINANCING
Department Staffing | ssues

| SSUE

The Department has submitted to two decisionitemsfor FY 2007-08 to address staffing issues at the
Department.

SUMMARY

a Last year the Committee restored the staffing budget reductions that were enacted in FY
2003-04. For FY 2007-08, the Department’s requests authority for an additional 12.8 FTE
without new funding to address their current FTE allotment with Departmental need and
appropriation authority.

a The Department’s budget request also includes a total fund increase of $222,808 for
additional commercial lease space to accommodate current and future Department growth.

RECOMMENDATION

Staff recommendsthat the Department discuss the staffing improvementsthat have occurred during
the last year in relation to turnover, overal productivity, and achieving the mission of the
Department.

DISCUSSION:

The Department has the second largest state appropriation. However, if excluding elected officia
departments, the Department has the second smallest allocation of FTE positions (only the
Department of Local Affairs has asmaller number of FTE). Over the years, as the Department’s
responsibilities have increased, only small adjustments have been made to staffing levels at the
Department. Partly as aresult of this, the Department has experienced alarge turnover rate and a
vacancy savingsin their personal serviceslineitem that is greater than the amount budgeted. This
hasled to the Department to revert personal servicesat the end of each fiscal year for at least the last
four years. Therefore, the Department requests that the Committee adjust the Department’s FTE
allotment by 12.8 FTE positions. The Department believes that the authority for the FTE positions
can be added without the need for additional personal services.

In order to accommodate staff growth, the Department also requests $222,808 total funds for
increased lease space. Last Session, shortly after the debate on the Long Bill was completed, the
Department was informed by the Department of Personnel and Administration that the plan to use
basement spaceat 1570 Grant Street for staffing space was unacceptabl e because of health and safety
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issuesrelated to the space. Therefore, the Department’ s plan on how to accommodate their current
staff growth within their existing Capitol and commercial |ease space was no longer workable. At
that time it was too late for the Department to submit a budget amendment for FY 2006-07 to
addressthisissue. Therefore, in June 2006, the Department submitted an emergency supplemental
informing the Committee of the | ease spaceissue and requesting fundsto addresstheissue. InJune,
staff recommended against the Committee funding the Department’ s emergency request for the
following reasons:

1) The request did not meet the emergency criteria in statute. The Department would have
sufficient funding between their operating and commercial |ease space to pay for additional
space until the Committee could address the issue during the January supplementals.

2) The Department was requesting supplemental funding before the start of the fiscal year.
Staff can not analyze the Department’s total appropriation need to see if funding can be
transferred from one line item to another line item until after the start of the fiscal year. In
staff’ s opinion, approving early supplementals creates an expectation of the funding even
though staff has no sense of how this request will be prioritized against other supplemental
requeststhat aresubmittedin January. Therefore, unless staff believesasupplemental meets
the emergency criteriaor may reduce the state’' s exposure to possible additional costs (such
as lawsuit settlements, etc.), staff will continue to recommend denying supplemental s that
are requested before the start of any fiscal year.

In denying the June supplemental request, the Committee anticipated that the Department would go
ahead with addressing their commercial | ease spaceissuesand would submit aplanto the Committee
in January 2007 during the regular supplemental time. Due to an opportunity to expand their
commercial lease space a the same location, the Department went ahead and signed a contract for
the additional space. The Department informed the Committee of this decision before they signed
the contract in October 2006. The Department will be submitting a supplemental in January to
addressthisissue. Thefull-year annualized cost for the decision to go ahead an sign the new lease
is estimated at $222,808 (the Department’s request for FY 2007-08). This contract alows the
Department to lease an additional 13,056 square feet and is viewed by the Department to be along-
term solution to their overcrowding problem.
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FY 2007-08 Joint Budget Committee Staff Budget Briefing
DEPARTMENT OF HEALTH CARE POLICY AND FINANCING
L egislation | ssues

| SSUE

The Department has brought to staff’ s attention two statutory changes that they believe would aid
in controlling or managing their budget.

SUMMARY

a In 2005, the JBC carried a bill to limit the Department’ s exposure of covering prescription
drugs for Medicaid clients enrolled in Medicare Part D. The Department believes that the
term “enrolled” should be replaced with the term “éeligible”.

a The Department believesthe budget forecasting for the Children’ sBasic Health Plan and the
Old Age Pension Medical Program would be improved if these programs were alowed to
use the cash basis of accounting rather than the accrual basis.

RECOMMENDATION

Staff recommends that the Committee discuss these statute changes with the Department at their
hearing and include them on the list as possible JBC bills for the 2007 Session.

DISCUSSION:

Medicare Modernization Act Part D — Enrolled to Eligible

Inthe 2005 Session, the JBC carried abill to clarify that once Medicaid clientsenrolled in Medicare
Part D, they would not beeligiblefor prescription drug coverage under the M edicaid program except
for those drugs not covered by Medicare Part D and authorized by the Department. This statute
change was a precautionary measure to ensure that Medicaid did not have a double exposure of
payingthefederal government the State Contribution Payment for all dual eligiblesand still continue
to pay aprescription drug benefit for which the statewould beineligibleto receive thefedera match.

At thetimethe JBC bill was passed, staff was unsure if the Medicare Part D benefit would begin as
scheduled and if there would be any changes related to how dual eligibles would be treated under
the plan. Also, due to the vulnerability of the dual eligible population, the JBC did not want to
eliminate the prescription coverage until after the clients were enrolled in Medicare Part D.

Now that Medicare Part D has been implemented and clients have more experience with receiving
the coverage under Medicare Part D, the Department brought to staff’s attention that the statute
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should be strengthened to apply to anyone eligiblefor Medicare Part D. The Department’ s concern
isthat clients could become dissatisfied with their Medicare Part D plan sometime during the year
before open enrollment allows them to change plans. Therefore, under the current statute the client
could dis-enroll from their Medicare Part D plan and then would be €ligible for Medicaid
prescription drug coverage again. However, as adua eligible, the client would counted in State
Contribution payment cal culationsand the client would al so not be éligiblefor federal match on any
Medicaid drugs that are part of the Medicare Part D benefit.

Based on the possible state exposure, the Department recommended to staff that this statutory
provisions be strengthened to ensure that dual eligible clients remain with the Part D plan until the
open enrollment period when they are allowed to change plans (like al other Medicare
beneficiaries).

Questions for the Department

v Hasthere been any incidentswere adual eligibleclient hasdis-enrolled fromtheir Medicare
Part plan and tried to receive Medicaid prescription drug coverage.

v Please discuss the ramifications of what will happen to Medicaid clients who are on their
birthday become eligible for Medicare Part D benefits but have not had the opportunity to
enroll in aplan. Would there be agap in coverage for these individualsif the language is
changed to digible?

Cash Accounting

In 2003, the JBC carried legislation to allow the Medicaid Premiums line item and non-
administrative Medicaid DHS program line items to move from the accrual basis of accounting to
the cash basis of accounting. At thetime, this policy change was madein order to create aone-time
budgetary savings (there was no program savings) of around $70 million General Fund. However,
in staff’ s opinion the change has had longer term budget implicationsin that it has allowed staff and
the Department to track current year budget expenditures in a more exact manner. Therefore,
caseload and expenditure forecasts can use current year data without the fear of major year end
adjustments. Over time, staff believes budgeting the Medicaid Premiumslineitem on acash basis
will allow for more accuracy in forecasting.

In 2006, the JBC carried legislation again to move certain Medicaid program line items to cash
accounting that were excluded in the original bill. The bill was expanded to apply to any medical
program (administration is excluded) that qualifies for Title XIX federal matching funds. This
brought under the cash accounting umbrella the nurse aid visitor program, school-based health
program, and enhanced prenatal care. However, the bill specifically exempted the programs under
the Colorado Indigent Care program based on the recommendation of Department staff.
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Currently, the Department believes that the Children’ s Basic Health Plan and the Old Age Pension
Medical program would also be good candidates for cash accountings. Moving these programs to
cash accounting would allow all of the Department’ s casel oad driven programs, with the exception
of the Medicare Modernization Act State Contribution Payment, to be on the cash basis of
accounting. The Department believes this would create better administrative efficiencies and
improve budget forecasting. Depending on when the move to cash accounting occurred there could
be some one-time budget savings in either FY 2006-07 or FY 2007-08.

Questions for the Department

If the move to cash accounting was enacted in FY 2006-07 for the CBHP and OAP Medica
program, how much savings does the Department anticipate? What would be the administrative
costs associated with changing the accounting methodologies for these programs?

If CBHP and the OAP Medical program was moved to cash accounting, why not also move the
MMA State Contribution Payment to cash accounting? What would be the estimated FY 2006-07
savings for moving the MMA State Contribution Payment to cash accounting?

Staff Comment

If the Committee decides to carry another cash accounting bill, staff would recommend that the
MMA State Contribution Payment be included.

Staff would aso recommend that any one-time General Fund savings (which staff would estimate

at over $6.2 million) be directed to the State Education Fund. Because the funding is one-timein
nature, staff would not recommend the use of this funding for any purpose with on-going costs.
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Total Caseload (Both Traditional and Expansion)

| SSI 65 SSI 60-64 QMB/SLIMB SSI Disabled Low Income Adults BC Adults BCCTP Exp. Adults Eligible Children Foster Care Non-Citizens Total |
FY 95-96 31,321 4,261 3,937 44,736 36,690 7,223 0 0 113,439 8,376 4,100 254,083
FY 96-97 32,080 4,429 4,316 46,090 33,250 5,476 0 0 110,586 9,261 4,610 250,098
FY 97-98 32,664 4,496 4,560 46,003 27,179 4,295 0 0 103,912 10,453 5,032 238,594
FY 98-99 33,007 4,909 6,104 46,310 22,852 5,017 0 0 102,074 11,526 5,799 237,598
FY 99-00 33,135 5,092 7,597 46,386 23,515 6,174 0 0 109,816 12,474 9,065 253,254
FY 00-01 33,649 5,157 8,157 46,046 27,081 6,561 0 0 123,221 13,076 12,451 275,399
FY 01-02 33,916 5,184 8,428 46,349 33,347 7,131 0 0 143,909 13,121 4,028 295,413
FY 02-03 34,485 5,456 8,949 46,378 40,021 7,579 46 0 166,537 13,843 4,101 327,395
FY 03-04 34,149 5,528 9,787 46,565 46,754 8,203 103 0 192,048 14,790 4,604 362,531
FY 04-05 35,615 6,103 9,572 47,626 56,453 6,110 86 0 220,592 15,669 4,976 402,802
FY 05-06 36,219 6,048 11,012 47,565 57,754 5,050 188 0 213,600 16,311 5,959 399,705
FY 06-07 Dept. Forecast 36,827 6,120 12,436 48,405 61,618 5,556 257 3,220 229,917 16,797 6,780 427,933
FY 07-08 Dept. Forecast 37,284 6,271 13,244 48,854 65,174 5,828 340 6,067 244,291 17,385 7,390 452,128
Acute Care Services

FY 95-96 65,490,832 20,813,888 1,498,645 215,076,923 95,568,690 42,767,829 0 0 142,105,656 20,002,990 13,792,970 617,118,423
FY 96-97 86,555,911 23,425,875 1,768,008 258,031,934 105,465,599 37,543,774 0 0 136,318,983 21,784,915 17,851,756 688,746,755
FY 97-98 90,855,859 24,711,381 1,405,971 258,958,421 82,369,107 28,942,845 0 0 142,788,816 22,102,057 18,549,901 670,684,358
FY 98-99 99,611,066 31,780,339 1,429,623 275,661,117 71,396,513 31,462,780 0 0 149,529,580 22,448,268 20,732,564 704,051,850
FY 99-00 109,773,578 36,614,227 1,899,206 316,945,087 80,784,239 33,518,472 0 0 169,546,536 27,431,418 29,667,057 806,179,820
FY 00-01 126,369,794 38,727,163 2,302,841 345,853,758 88,491,965 31,496,405 0 0 192,833,114 30,660,294 36,924,837 893,660,171
FY 01-02 131,835,670 37,856,289 2,145,037 349,368,303 104,039,520 33,937,796 0 0 220,491,735 33,156,728 39,367,016 952,198,094
FY 02-03 127,969,752 39,813,094 1,897,397 385,226,750 139,553,510 42,510,204 1,428,780 0 227,550,173 34,701,970 48,724,102 1,049,375,732
FY 03-04 135,135,551 46,255,115 2,089,094 414,667,649 182,959,373 63,256,861 2,668,858 0 231,893,695 41,981,745 55,128,970 1,176,036,911
FY 04-05 144,236,013 46,693,685 1,893,876 397,728,916 183,416,905 38,545,344 2,490,150 0 289,270,930 42,142,755 44,696,253 1,191,114,827
FY 05-06 119,353,131 45,562,871 2,068,100 395,096,174 194,256,325 39,291,425 6,809,762 0 304,607,787 44,535,020 55,307,090 1,206,887,685
FY 06-07 Dept. Forecast 88,130,035 43,475,953 2,298,644 384,596,304 217,816,802 45,374,885 9,500,347 7,669,987 352,662,328 47,402,971 66,475,508 1,265,403,764
FY 07-08 Dept. Forecast 89,799,733 45,377,324 2,350,108 389,984,299 236,242,528 48,777,442 12,561,005 14,832,298 379,476,331 49,410,626 74,807,246  1,343,618,940
Community Based Long-Term Care

FY 95-96 23,914,044 2,421,317 28,593 15,693,871 169,696 0 0 0 13,802 2,051 0 42,243,374
FY 96-97 33,196,634 2,819,452 17,406 19,888,727 7,414 0 0 0 132,517 444,840 0 56,506,990
FY 97-98 37,156,766 3,246,682 21,537 23,055,275 15,700 14,436 0 0 135,551 649,676 0 64,295,623
FY 98-99 46,152,127 4,563,159 47,186 30,523,406 47,389 68 0 0 79,498 871,837 0 82,284,670
FY 99-00 59,932,681 5,511,069 115 29,301,508 29,479 0 0 0 21,258 21,723 0 94,817,833
FY 00-01 61,569,418 9,013,673 217 39,811,298 163,996 0 0 0 679,864 43,938 0 111,282,404
FY 01-02 85,928,541 7,399,415 44 42,961,368 84,265 0 0 0 21,694 36,905 0 136,432,232
FY 02-03 78,719,107 7,549,034 0 56,806,389 70,931 109 0 0 389,329 2,854,975 0 146,389,874
FY 03-04 85,726,658 8,298,496 1 61,272,991 167,620 0 0 0 213,385 3,044,165 0 158,723,316
FY 04-05 86,505,276 8,689,937 224 61,264,884 126,591 2,461 0 0 689,933 3,665,603 0 160,944,909
FY 05-06 95,295,727 12,130,404 41,208 71,302,410 150,551 0 0 0 529,206 4,121,260 0 183,570,766
FY 06-07 Dept. Forecast 112,796,429 14,191,859 52,322 84,499,644 186,368 0 0 0 658,622 4,935,332 0 217,320,576
FY 07-08 Dept. Forecast 120,360,972 15,200,947 57,168 89,938,699 207,197 0 0 0 733,902 5,381,718 0 231,880,603
Long Term Care and Insurance

FY 95-96 265,378,874 10,954,225 4,496,634 48,395,635 895,294 333,694 0 0 1,136,055 179,036 104,233  $331,873,680
FY 96-97 314,390,400 10,909,968 4,778,071 52,329,969 110,037 5,162 0 0 18,773 121,330 2,331  $382,666,041
FY 97-98 301,838,995 10,146,682 4,743,369 50,362,296 886,773 275,566 0 0 1,328,171 229,016 180,144  $369,991,012
FY 98-99 316,477,042 11,814,875 4,743,222 53,765,594 785,668 328,015 0 0 1,516,010 250,598 215,866  $389,896,890
FY 99-00 332,816,267 12,277,622 5,069,564 57,069,162 90,884 12,253 0 0 48,750 29,080 8,866 $407,422,448
FY 00-01 331,336,749 12,824,839 5,523,571 61,708,777 102,744 7,417 0 0 41,469 41,752 5514 $411,592,832
FY 01-02 357,382,766 15,509,568 5,972,427 69,135,778 104,381 9,031 0 0 43,497 11,168 5,747  $448,174,363
FY 02-03 362,124,520 16,815,129 6,037,874 70,719,059 121,987 11,580 0 0 55,287 9,301 10,530  $455,905,267
FY 03-04 398,213,039 20,698,583 7,379,512 80,411,131 147,275 17,982 0 0 85,666 14,361 11,145 $506,978,694
FY 04-05 404,700,124 24,095,846 9,029,704 81,341,062 202,034 15,329 0 0 73,026 12,242 9,501 $519,478,868
FY 05-06 444,232,144 27,813,673 11,243,514 86,190,316 150,982 13,231 0 0 64,840 10,566 8,200 $569,727,466
FY 06-07 Dept. Forecast 472,418,725 30,667,157 12,544,582 92,080,194 181,240 15,001 0 0 71,291 11,254 9,628 $607,999,072
FY 07-08 Dept. Forecast 505,545,527 34,561,336 14,088,304 98,237,654 203,467 16,202 0 0 78,173 11,996 10,789  $652,753,448
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Total Caseload (Both Traditional and Expansion)

| SSI 65 SSI 60-64 QMB/SLIMB SSI Disabled Low Income Adults BC Adults BCCTP Exp. Adults Eligible Children Foster Care Non-Citizens Total |
Service Management

FY 04-05 15,149,728 1,042,839 788 4,685,739 170,842 24,807 421 0 572,844 90,444 8,512 $21,746,964
FY 05-06 14,047,680 977,580 10,538 3,204,518 669,383 91,107 637 0 2,993,587 215,129 0 $22,210,159
FY 06-07 Dept. Forecast 14,462,718 1,072,713 11,852 3,928,834 1,035,920 163,500 5,135 0 3,386,313 355,815 0 $24,422,800
FY 07-08 Dept. Forecast 15,725,314 1,245,595 13,264 4,906,696 1,441,974 236,556 9,781 0 4,003,997 518,407 0 $28,101,584
Total Expenditures (DOES NOT INCLUDE BOTTOM OF THE LINE FINANCING -- ONLY SERVICE COSTS)

FY 95-96 354,783,750 34,189,430 6,023,872 279,166,429 96,633,680 43,101,523 0 0 143,255,513 20,184,077 13,897,203 991,235,477
FY 96-97 434,142,945 37,155,295 6,563,485 330,250,630 105,583,050 37,548,936 0 0 136,470,273 22,351,085 17,854,087 1,127,919,786
FY 97-98 429,851,620 38,104,745 6,170,877 332,375,992 83,271,580 29,232,847 0 0 144,252,538 22,980,749 18,730,045 1,104,970,993
FY 98-99 462,240,235 48,158,373 6,220,031 359,950,117 72,229,570 31,790,863 0 0 151,125,088 23,570,703 20,948,430 1,176,233,410
FY 99-00 502,522,526 54,402,918 6,968,885 403,315,757 80,904,602 33,530,725 0 0 169,616,544 27,482,221 29,675,923 1,308,420,101
FY 00-01 519,275,961 60,565,675 7,826,629 447,373,833 88,758,705 31,503,822 0 0 193,554,447 30,745,984 36,930,351 1,416,535,407
FY 01-02 575,146,977 60,765,272 8,117,508 461,465,449 104,228,166 33,946,827 0 0 220,556,926 33,204,801 39,372,763 1,536,804,689
FY 02-03 568,813,379 64,177,257 7,935,271 512,752,198 139,746,428 42,521,893 1,428,780 0 227,994,789 37,566,246 48,734,632 1,651,670,873
FY 03-04 619,075,248 75,252,194 9,468,607 556,351,771 183,274,268 63,274,843 2,668,858 0 232,192,746 45,040,271 55,140,115 1,841,738,921
FY 04-05 650,591,141 80,522,307 10,924,592 545,020,601 183,916,372 38,587,941 2,490,571 0 290,606,733 45,911,044 44,714,266  1,893,285,568
FY 05-06 672,928,682 86,484,528 13,363,360 555,793,418 195,227,241 39,395,763 6,810,399 0 308,195,420 48,881,975 55,315,290 1,982,396,076
FY 06-07 Dept. Forecast 687,807,907 89,407,682 14,907,400 565,104,976 219,220,330 45,553,386 9,505,482 7,669,987 356,778,554 52,705,372 66,485,136 2,115,146,212
FY 07-08 Dept. Forecast 731,431,546 96,385,202 16,508,844 583,067,348 238,095,166 49,030,200 12,570,786 14,832,298 384,292,403 55,322,747 74,818,035 2,256,354,575
Cost Per Client (without bottom line financing -- service costs only)

FY 95-96 $11,327.34 $8,023.80 $1,530.07 $6,240.31 $2,633.79 $5,967.26 $0.00 $0.00 $1,262.84 $2,409.75 $3,389.56 $3,901.23
FY 96-97 $13,533.13 $8,389.09 $1,520.73 $7,165.34 $3,175.43 $6,857.00 $0.00 $0.00 $1,234.06 $2,413.46 $3,872.90 $4,509.91
FY 97-98 $13,159.80 $8,475.25 $1,353.26 $7,225.09 $3,063.82 $6,806.25 $0.00 $0.00 $1,388.22 $2,198.48 $3,722.19 $4,631.18
FY 98-99 $14,004.31 $9,810.22 $1,019.01 $7,772.62 $3,160.75 $6,336.63 $0.00 $0.00 $1,480.54 $2,045.00 $3,612.42 $4,950.52
FY 99-00 $15,165.91 $10,684.00 $917.32 $8,694.77 $3,440.55 $5,430.96 $0.00 $0.00 $1,544.55 $2,203.16 $3,273.68 $5,166.43
FY 00-01 $15,432.14 $11,744.36 $959.50 $9,715.80 $3,277.53 $4,801.68 $0.00 $0.00 $1,570.79 $2,351.33 $2,966.06 $5,143.57
FY 01-02 $16,957.98 $11,721.70 $963.16 $9,956.32 $3,125.56 $4,760.46 $0.00 $0.00 $1,532.61 $2,530.66 $9,774.77 $5,202.22
FY 02-03 $16,494.52 $11,762.69 $886.72 $11,055.94 $3,491.83 $5,610.49 $31,060.43 $0.00 $1,369.03 $2,713.74 $11,883.60 $5,044.89
FY 03-04 $18,128.65 $13,612.91 $967.47 $11,947.85 $3,919.97 $7,713.62 $25,911.24 $0.00 $1,209.03 $3,045.32 $11,976.57 $5,080.22
FY 04-05 $18,267.34 $13,193.89 $1,141.31 $11,443.76 $3,257.87 $6,315.54 $28,960.13 $0.00 $1,317.39 $2,930.06 $8,985.99 $4,700.29
FY 05-06 $18,579.44 $14,299.69 $1,213.53 $11,684.92 $3,380.32 $7,801.14 $36,225.53 $0.00 $1,442.86 $2,996.87 $9,282.65 $4,959.65
FY 06-07 Dept. Forecast $18,676.73 $14,609.10 $1,198.73 $11,674.52 $3,557.73 $8,198.95 $36,986.31 $2,381.98 $1,551.77 $3,137.78 $9,806.07 $4,942.70
FY 07-08 Dept. Forecast $19,617.84 $15,369.99 $1,246.51 $11,934.89 $3,653.22 $8,412.87 $36,972.90 $2,444.75 $1,573.09 $3,182.21 $10,124.23 $4,990.52
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Community Based Long-Term Care Expenditure History
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Total Medical Services Expenditure History
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Medical Services Premiums Cost-Per-Client History
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JBC Staff Briefing Document

ssli ssI QMB ssli Pregnant BC Cancer Expansion Foster TOTAL
65 > 60 to 64 SLIMB Disabled Adults Adults Adults Adults Children Children Noncitizens MEDICAID
FY 2005-06 Appropriation -- 2005 Session & 2006 Session
Caseload Forecast Appropriations
05-209 Traditional Medicaid Forecast 34,496 5,827 11,355 47,973 58,108 7,840 219 0 235,985 16,211 5,621 423,635
05-209 Expansion Medicaid Forecast 812 116 0 700 676 260 0 0 856 92 0 3,512
05-1262 Expansion Medicaid Forecast 0 0 0 527 3.440 0 91 0 15,135 0 0 19,193
[TOTAL APPROPRIATED CASELOAD 2005 Session 35,308 5,943 11,355 49,200 62,224 8,100 310 0 251,976 16,303 5,621 446,340
H.B. 06-1385 Supplemental
Change to Traditional Medicaid Forecast 1,261 164 (185) (1,189) (739) (3,188) (85) 0 (23,991) 60 172 (27,720)
Change to Expansion Medicaid Forecast 0 0 0 302 (3.440) 0 (33) 0 (15,135) 0 0 (18,910)]
FINAL FY 2005-06 Forecast 36,569 6,107 11,170 47,709 58,045 4,912 192 0 212,850 16,363 5,793 399,710
Actual FY 2006-07 Caseload 36,219 6.048 11,012 47,565 57,754 5,050 188 0 213,600 16,311 5,959 399,706
Difference 350 59 158 144 201 (138) 4 0 (750) 52 (166) 4
% Error 0 0 0 0 0 ) 0 0 0) 0 0) 0
[Appropriation by Bill Source
05-209 -- Long Bill 690,401,916 80,636,775 12,252,382 578,880,086 231,676,837 63,759,071 4,892,827 0 320,051,275 51,562,140 62,570,082 2,096,683,391
05-209 Clawback Payment (not spread) 0 0 0 0 0 0 0 0 0 0 0 30,984,982
05-1066 -- Obsesity 18,419 3,100 5,923 25,390 30,665 4,225 114 0 123,549 8,505 2,932 222,822
05-1131 -- Redispense prescription drugs (219,268) (37,391) (187) (342,619) (54,237) (5,849) 0 0 (34,820) (39,597) @ (733,970)
05-1243 -- Consumer Directed Care 0 0 0 (1,004,415) 0 0 0 0 0 0 0 (1,004,415)
05-1262 Disease Management 325,788 54,836 104,773 449,107 542,401 74,739 2,021 0 2,185,339 150,428 51,865 3,941,297
05-1262 Breast and Cervical Cancer 0 0 0 0 0 0 2,587,905 0 0 0 0 2,587,905
05-1262 Expansion Medicaid (w/o legal immigrants) 0 0 0 11,599,362 13,528,178 0 0 0 20,411,818 0 0 45,539,358
06-1217 Supplemental (3,040,802) (474,614) (218) (3,757,728) (1,494,078) (685,964) 0 0 (2,209,954) (467,470) (129,290) (43,245,100)|
06-1369 Supplemental 2,881,053 316,340 732 2,299,320 185,851 52,730 0 0 259,191 153,931 90,852 6,240,000
06-1385 Supplemental 8,333,442 7.511,575 1,686,492 (22.542.315) (41.200.780) (26.519.977) (4.121,575) 0 38,494,115 880,194 10,435,769 141,569,712
[TOTAL FY 2005-06 APPROPRIATION 682,033,664 88,010,621 14,049,897 565,606,188 203,214,837 36,678,975 3,361,292 0 302,292,283 52,248,131 52,150,670 1,999,646,558
FINAL APPROPRIATION BY SERVICE AREA AND BOTTOM OF THE LINE FINANCING
ACUTE CARE SERVICES ESTIMATE 139,514,998 48,294,714 2,011,497 402,964,781 198,555,946 35,990,875 3,360,000 0 296,245,988 47,490,838 51,996,757 1,226,426,394
COMMUNITY BASED SERVICES 88,113,326 11,724,098 15,533 68,083,435 134,612 78 0 0 500,776 4,206,086 0 172,777,944
LONG TERM SERVICES 435,972,242 26,493,472 12,020,964 86,254,762 108,742 15,733 0 0 74,947 12,564 9,750 560,963,176
SERVICE MANAGEMENT 15,640,730 1,062,501 1,701 4,852,488 237,751 42,368 1,292 0 635,400 109,365 25,435 22,609,031
Subtotal for Services w/o Bottom of Line Financing 679,241,296 87,574,785 14,049,695 562,155,466 199,037,051 36,049,054 3,361,292 0 297,457,111 51,818,853 52,031,942 1,982,776,545
ICMR FEE 0 0 0 76,512 0 0 0 0 0 0 0 76,512
UPPER PAYMENT LIMIT -- FINAL 2,792,368 435,838 201 3,374,210 2,715,151 629,921 0 0 3,372,538 429,278 118,727 13,868,232
DENVER HEALTH OUTSTATIONING 0 0 0 0 1,462,635 0 0 0 1.462,634 0 0 2.925,269
FINAL APPROPRIATION BY SERVICE AREA & BLF 682,033,664 88,010,623 14,049,896 565,606,188 203,214,837 36,678,975 3,361,292 0 302,292,283 52,248,131 52,150,669 1,999,646,558
IACTUAL FY 2005-06 EXPENDITURES BY SERVICE AREA
ACUTE CARE SERVICES ESTIMATE 119,353,131 45,562,871 2,068,100 395,096,174 194,256,325 39,291,425 6,809,762 0 304,607,787 44,535,020 55,307,090 1,206,887,685
COMMUNITY BASED SERVICES 95,295,727 12,130,404 41,208 71,302,410 150,551 0 0 0 529,206 4,121,260 0 183,570,766
LONG TERM SERVICES 444,232,144 27,813,673 11,243,514 86,190,316 150,982 13,231 0 0 64,840 10,566 8,200 569,727,466
SERVICE MANAGEMENT 14,047,680 977,580 10,538 3,204,518 669,383 91,107 637 0 2,993,587 215129 0 22,210,159
Subtotal for Services 672,928,682 86,484,528 13,363,360 555,793,418 195,227,241 39,395,763 6,810,399 0 308,195,420 48,881,975 55,315,290 1,982,396,076
Percent Difference from Forecast -0.93% -1.24% -4.89% -1.13% -1.91% 9.28% 102.61% 0.00% 3.61% -5.67% 6.31% -0.02%)
ICMR Fee 0 0 0 0 0 0 0 0 0 0 0 0
UPPER PAYMENT LIMIT 2,792,368 435,838 201 3,374,210 2,715,151 629,921 0 0 3,372,538 429,278 118,727 13,868,232
DENVER HEALTH OUTSTATIONING (?) $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
[ TOTAL EXPENDITURES (Service Area & BLF) 675,721,050 86,920,366 13,363,561 559,167,628 197,942,392 40,025,684 6,810,399 0 311,567,958 49,311,253 55,434,017 1,996,264,308
Difference from Appropriation (6,312,614) (1,090,257) (686,335) (6,438,560) (5,272,445) 3,346,709 3,449,107 0 9,275,675 (2,936,878) 3,283,348 (3,382,250)|
% Difference -0.93% -1.24% -4.88% -1.14% -2.59% 9.12% 102.61% 0.00% 3.07% -5.62% 6.30% -0.17%)
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FY 2006-07 Appropriation -- 2006 Session
Caseload -- H.B. 06-1385 37,036 6,241 12,570 48,447 63,127 4,890 223 4,850 228,438 17,001 6,309 429,222
Traditional Medicaid Caseload (can be funded with GF) 36,224 6,125 12,570 47,095 59,336 4,630 156 0 214,603 16,999 6,309 404,047
Expansion Medicaid Caseload (can be funded with Tobacco Tax) 812 116 0 1,352 3.791 260 67 4,850 13,835 92 0 25,175
TOTAL CASELOAD 37,036 6,241 12,570 48,447 63,127 4,890 223 4,850 228,438 17,001 6,309 429,222
Current FY 2006-07 Appropriation for Medical Service Premiums
H.B. 06-1385 700,845,105 82,946,201 11,967,854 564,954,836 236,477,609 37,951,534 5,108,636 12,150,781 336,448,671 57,883,838 61,853,657 2,108,588,722
S.B. 06-131 1,928,835 117,808 1,659 328,149 (55) 0 0 0 9 0 0 2,376,406
S.B. 06-165 109.450 14,066 2174 90,398 31,753 6.408 1.108 0 50,127 7.951 8.997 322,431
TOTAL 702,883,390 83,078,076 11,971,686 565,373,383 236,509,307 37,957,942 5,109,744 12,150,781 336,498,808 57,891,789 61,862,654 2,111,287,559
Current FY 2006-07 App. By Service Area
Acute Care Services 116,260,144 45,631,526 2,238,434 383,135,626 232,786,878 37,490,526 5,082,754 12,150,781 330,581,592 52,263,237 61,430,934 1,279,052,431
Community Care Services 105,534,774 11,288,836 (117) 76,161,639 171,487 2,338 0 0 839,013 5,017,505 0 199,015,475
Long Term Care Services & Insurance 459,151,893 24,253,541 9,648,745 95,298,094 182,406 16,147 0 0 76,927 12,894 10,006 588,650,654
Administrative Services 17,374,192 1,338,462 8.045 6.948,270 898.750 175,188 9,632 0 1,778,290 275,088 152,494 28,958,311
SUBTOTAL SERVICE COSTS 698,321,003 82,512,366 11,895,106 561,543,629 234,039,521 37,684,199 5,092,286 12,150,781 333,275,823 57,568,724 61,593,434 2,095,676,871
Bottom of the Line Financing 4,562,387 565,710 76.580 3.829,754 2.469,786 273,743 17.458 0 3,222,985 323,065 269,220 15,610,688
TOTAL BY SERVICE AREA 702,883,390 83,078,076 11,971,686 565,373,383 236,509,307 37,957,942 5,109,744 12,150,781 336,498,808 57,891,789 61,862,654 2,111,287,559
[Average Per Capita -- Services Only $18,855.20 $13,221.02 $946.31 $11,590.89 $3,707.44 $7,706.38 $22,835.36 $2,505.32 $1,458.93 $3,368.36 $9,762.79 $4,882.50
Average Per Capita -- Total Appropriation $18,978.38 $13,311.66 $952.40 $11,669.94 $3,746.56 $7,762.36 $22,913.65 $2,505.32 $1,473.04 $3,387.27 $9,805.46 $4,918.87
Per Capita Costs by Service Area
Acute Care $3,139.11 $7,311.57 $178.08 $7,908.35 $3,687.60 $7,666.77 $22,792.62 $2,505.32 $1,447.14 $3,057.94 $9,737.03
Community Care $2,849.52 $1,808.82 ($0.01) $1,572.06 $2.72 $0.48 $0.00 $0.00 $3.67 $293.58 $0.00
Long Term Care and Insurance $12,397.45 $3,886.16 $767.60 $1,967.06 $2.89 $3.30 $0.00 $0.00 $0.34 $0.75 $1.59
Administrative Services $469.12 $214.46 $0.64 $143.42 $14.24 $35.83 $42.74 $0.00 $7.78 $16.10 $24.17
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Department's November FY 2006-07 Estimate (Original Relook at FY 2006-07 Appropriation)
CASELOAD FORECAST
Current Appropriated Caseload 37,036 6,241 12,570 48,447 63,127 4,890 223 4,850 228,438 17,001 6,309 429,222
Department FY 2006-07 Caseload Forecast -- November 2006 36.827 6.120 12,436 48.405 61,618 5,556 257 3.220 229,917 16,797 6.780 427,933
Difference (209) (121) (134) (42) (1,509) 666 34 (1,630) 1,479 (294) 471 (1,289)
% Difference -0.56% -1.94% -1.07% -0.09% -2.39% 13.62% 15.25% 0.00% 0.65% -1.72% 7.47% -0.30%)
Department's Estimate By Funding Category
Traditional Medicaid Caseload (includes LI & PE -- fund splits take care of) 36,827 6,120 12,436 47,855 58,776 5,561 257 0 218,043 16,797 6,752 409,424
Expansion Medicaid Caseload (w/o LI or PE -- see fund splits) 0 0 0 550 2,842 () 0 3.220 11,874 0 28 18,509
Total 36,827 6,120 12,436 48,405 61,618 5,556 257 3,220 229,917 16,797 6,780 427,933
Staff's October 5-year Forecast (PRELIMINARY)
Traditional Medicaid Caseload (can be funded with GF) 35,581 5,944 12,535 46,962 57,677 4,799 161 0 213,485 16,701 6,470 400,315
Expansion Medicaid Caseload (can be funded w Tobacco Tax -- w/ L1 est.) 812 116 0 1,352 3.040 260 69 2,364 10,708 92 0 18,813
TOTAL 36,393 6,060 12,535 48,314 60,717 5,059 230 2,364 224,193 16,793 6,470 419,128
(note: Staff tries to include an estimate of Legal Immigrants in the Expansion Medicaid -- therefore a direct comparison of the Department’s request and staff forecast is not exactly accurate -- see fund split information for better accuracy)
Difference from Department's Forecast (434) (60) 99 (91) (901) (497) (27) (856) (5,724) ()] (310) (8,805)|
% Difference -1.18% -0.98% 0.80% -0.19% -1.46% -8.95% -10.51% 0.00% -2.49% -0.02% -4.57% -2.06%)
Difference Current Appropriation (643) (181) (35) (133) (2,410) 169 7 (2,486) (4,245) (298) 161 (10,094)
-1.74% -2.90% -0.28% -0.27% -3.82% 3.46% 3.14% 0.00% -1.86% -1.74% 2.55% -2.35%)
Department 11/1/06 Client Forecast 36,827 6,120 12,436 48,405 61,618 5,556 257 3,220 229,917 16,797 6,780 427,933
Increase/(Decrease) from FY 2006-07 current appropriation (209) (121) (134) (42) (1,509) 666 34 (1,630) 1,479 (294) 471 (1,289)|
Increase/(Decrease) from FY 2005-06 Actual 608 72 1,424 840 3,864 506 69 3,220 16,317 486 821 28,227
% difference from current appropriation -0.56% -1.94% -1.07% -0.09% -2.39% 13.62% 15.25% 0.00% 0.65% -1.72% 7.47% -0.30%)
% difference from FY 2005-06 Actual 1.68% 1.19% 12.93% 1.77% 6.69% 10.02% 36.70% nla 7.64% 2.98% 13.78% 7.06%)
% of Total Caseload 8.61% 1.43% 2.91% 11.31% 14.40% 1.30% 0.06% 0.75% 53.73% 3.93% 1.58% 100.00%
Department's Current FY 2006-07 Service Cost Estimates
ACUTE CARE SERVICES ESTIMATE 88,130,035 43,475,953 2,298,644 384,596,304 217,816,802 45,374,885 9,500,347 7,669,987 352,662,328 47,402,971 66,475,508 1,265,403,764
COMMUNITY BASED SERVICES 112,796,429 14,191,859 52,322 84,499,644 186,368 0 0 0 658,622 4,935,332 0 217,320,576
LONG TERM SERVICES 472,418,725 30,667,157 12,544,582 92,080,194 181,240 15,001 0 0 71,291 11,254 9,628 607,999,072
SERVICE MANAGEMENT 14,462,718 1,072,713 11,852 3,928,834 1,035,920 163,500 5,135 0 3,386,313 355,815 0 24,422,800
BOTTOM OF THE LINE FINANCING (not spread across aid categories) 0 0 0 0 0 0 0 0 0 0 0 17,967,818
[ TOTAL PREMIUM 687,807,907 89,407,682 14,907,400 565,104,976 219,220,330 45,553,386 9,505,482 7,669,987 356,778,554 52,705,372 66,485,136 2,133,114,030
Cost Per Client
ACUTE CARE $2,393.08 $7,103.91 $184.84 $7,945.38 $3,534.95 $8,166.83 $36,966.33 $2,381.98 $1,533.87 $2,822.11 $9,804.65 $2,957.01
COMMUNITY BASED SERVICES $3,062.87 $2,318.93 $4.21 $1,745.68 $3.02 $0.00 $0.00 $0.00 $2.86 $293.82 $0.00 $507.84
LONG TERM SERVICES $12,828.05 $5,010.97 $1,008.73 $1,902.29 $2.94 $2.70 $0.00 $0.00 $0.31 $0.67 $1.42 $1,420.78
SERVICE MANAGEMENT $392.72 $175.28 $0.95 $81.17 $16.81 $29.43 $19.98 $0.00 $14.73 $21.18 $0.00 $57.07
Total Medical Services Cost-per-Client $18,676.73 $14,609.10 $1,198.73 $11,674.52 $3,557.73 $8,198.95 $36,986.31 $2,381.98 $1,551.77 $3,137.78 $9,806.07 $4,942.70
Percent Change from Current App./Cost Per Client
ACUTE CARE -23.77% -2.84% 3.80% 0.47% -4.14% 6.52% 62.19% -4.92% 5.99% -1.71% 0.69%
COMMUNITY BASED SERVICES 7.49% 28.20% -45301.52% 11.04% 11.34% -100.00% nla nla -22.01% 0.08% nla
LONG TERM SERVICES 3.47% 28.94% 31.41% -3.29% 1.79% -18.23% nla nla -7.92% -11.19% -10.46%
SERVICE MANAGEMENT -16.29% -18.27% 48.91% -43.41% 18.09% -17.86% -53.26% nla 89.20% 31.61% -100.00%
[ Total Medical Service Request Change Over Current App. (10,513,096) 6,895,316 3,012,294 3,561,347 (14,819,191) 7,869,187 4,413,196 (4,480,794) 23,502,731 (4,863,352) 4,891,702 19,469,341
Total Bottom Line Financing Request 0 0 0 0 0 0 0 0 0 0 0 2.357.130
Change (10,513,096) 6,895,316 3,012,294 3,561,347 (14,819,191) 7,869,187 4,413,196 (4,480,794) 23,502,731 (4,863,352) 4,891,702 21,826,471
Cost Associated with New Caseload (3,940,736) (1,599,743) (126,805) (486,817) (5,594,526) 5,132,449 776,402 (4,083,665) 2,157,762 (990,299) 4,598,273 (4,157,704)
Service Cost Increase (6,609,659) 8,663,017 3,172,923 4,051,676 (9,450,574) 2,408,684 3,155,662 (598,161) 21,207,662 (3,940,843) 273,044 22,333,432
Compounding Effect 37.299 167,958 33,824 3,513 225,908 328,054 481.132 201,031 137,307 67,791 20,384 1,293,612
Total (10,513,096) 6,895,316 3,012,294 3,561,347 (14,819,191) 7,869,187 4,413,196 (4,480,794) 23,502,731 (4,863,352) 4,891,702 19,469,341
Total Medical Service Request Change Over App. (check) 10,513.096 6.895,316 3.012,294 3.561,347 14,819.191 7.869,187 4,413,196 4.480.794 23,502,731 4,863,352 4,891,702 19,469,341
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Department's November FY 2007-08 Request
CASELOAD FORECAST
Caseload Forecast 37,284 6.271 13,244 48.854 65,174 5,828 340 6.067 244291 17,385 7.390 452,128
Department's Estimate By Funding Category
Traditional Medicaid including legal immigrants (includes LI & PE) 37,284 6,271 13,244 48,099 59,740 5,833 340 0 221,314 17,385 7,361 416,871
Expansion Medicaid 0 0 0 755 5434 (5) 0 6.067 22,977 0 29 35,257
Total Caseload Forecast 37,284 6,271 13,244 48,854 65,174 5,828 340 6,067 244,291 17,385 7,390 452,128
Staff's October 5-year Forecast (PRELIMINARY)
Traditional Medicaid (excluding legal immigrants) 36,157 6,150 13,334 47,353 58,341 4,928 195 0 215,398 17,531 6,967 406,354
Expansion Medicaid (including legal immigrants) 812 116 0 1477 5,011 260 83 4,335 18,918 92 0 31,104
TOTAL 36,969 6,266 13,334 48,830 63,352 5,188 278 4,335 234,316 17,623 6,967 437,458

(note: Staff tries to include an estimate of Legal Immigrants in the Expansion Medicaid -- therefore a direct comparison of the Department’s request and staff forecast is not exactly accurate -- see fund split information for better accuracy)

Difference from Department's Forecast (315) 5) 90 (24) (1,822) (640) (62) (1,732) (9,975) 238 (423) (14,670)
% Difference -0.84% -0.08% 0.68% -0.05% -2.80% -10.98% -18.24% 0.00% -4.08% 1.37% -5.72% -3.24%)
Department 11/1/06 Client Forecast 37,284 6,271 13,244 48,854 65,174 5,828 340 6,067 244,291 17,385 7,390 452,128
Increase/(Decrease) from FY 2006-07 appropriation 248 30 674 407 2,047 938 117 1,217 15,853 294 1,081 22,906
Increase/(Decrease) from FY 2006-07 Dept estimate 457 151 808 449 3,556 272 83 2,847 14,374 588 610 24,195
% difference from FY 2006-07 current appropriation 0.67% 0.48% 5.36% 0.84% 3.24% 19.18% 52.47% 25.09% 6.94% 1.72% 17.13% 5.34%)
% difference from FY 2006-07 Dept Estimate 1.24% 2.47% 6.50% 0.93% 5.77% 4.90% 32.30% 88.42% 6.25% 3.50% 9.00% 5.65%)
% of Total Caseload 8.25% 1.39% 2.93% 10.81% 14.41% 1.29% 0.08% 1.34% 54.03% 3.85% 1.63% 100.00%

Department's Nov FY 2007-08 Service Cost Estimates

ACUTE CARE SERVICES ESTIMATE 89,799,733 45,377,324 2,350,108 389,984,299 236,242,528 48,777,442 12,561,005 14,832,298 379,476,331 49,410,626 74,807,246 1,343,618,940
COMMUNITY BASED SERVICES 120,360,972 15,200,947 57,168 89,938,699 207,197 0 0 0 733,902 5,381,718 0 231,880,603
LONG TERM SERVICES 505,545,527 34,561,336 14,088,304 98,237,654 203,467 16,202 0 0 78,173 11,996 10,789 652,753,448
SERVICE MANAGEMENT 15,725,314 1,245,595 13,264 4,906,696 1,441,974 236,556 9,781 0 4,003,997 518,407 0 28,101,584
1262 DISEASE MANAGEMENT 0 0 0 0 0 0 0 0 0 0 0 0
BOTTOM OF THE LINE FINANCING (Not Spread) 0 0 0 0 0 0 0 0 0 0 0 16,298,622
DENVER HEALTH OUTSTATIONING (Not Spread) 0 0 0 0 0 0 0 0 0 0 0 2.339,155
[ TOTAL PREMIUM 731,431,546 96,385,202 16,508,844 583,067,348 238,095,166 49,030,200 12,570,786 14,832,298 384,292,403 55,322,747 74,818,035 2,274,992,352
Cost Compared to Current FY 2006-07 Appropriation 33,110,543 13,872,836 4,613,738 21,523,719 4,055,645 11,346,001 7.478,500 2,681,517 51,016,580 (2.245.977) 13,224,601 163,704,793
*include BLF
% increase from Current FY 2006-07 Appropriation 4.74% 16.81% 38.79% 3.83% 1.73% 30.11% 146.86% 22.07% 15.31% -3.90% 21.47% 7.75%)
Cost Compared to Dept. FY 2006-07 Estimate 43,623,639 6,977,520 1,601,444 17,962,372 18,874,836 3,476,814 3,065,304 7,162,311 27,513,849 2,617,375 8,332,899 141,878,322
% increase from New Department FY 2006-07 Estimate 6.34% 7.80% 10.74% 3.18% 8.61% 7.63% 32.25% 93.38% 7.71% 4.97% 12.53% 6.65%)
Department's Estimated Per-Capita's for Base W/O Bottom Line Financing $19,617.84 $15,369.99 $1,246.51 $11,934.89 $3,653.22 $8,412.87 $36,972.90 $2,444.75 $1,573.09 $3,182.21 $10,124.23
Decision Items (Other Than Base Adjustments -- DI #1)
DI #4 2,989 384 59 2,469 867 175 30 0 1,369 217 246 8,805
DI #6 4,652,100 597,886 92,384 3,842,318 1,349,648 272,351 47,082 0 2,130,621 337,932 382,406 13,704,727
DI #10 (7,707,290) (990,538) (153,055) (6,365,699) (2,236,007) (451,214) (78,002) 0 (3,529,871) (559,863) (633,546) (22,705,084),
BRI #1 168,758 21,689 3,351 139,382 48,959 9,880, 1,708 0 77,290 12,259 13,872 497,147
[ TOTAL REQUEST (MATCHES SCHEDULE 3) 728,210,586 95,971,246 16,444,881 580,407,054 237,160,715 48,841,633 12,538,188 14,832,298 382,817,232 55,088,774 74,553,269 2,265,503,653
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Fund Splits for FY 2005-06

Cash Funds Exempt

Gifts
Breast and Grants
General Fund & Health Care Transfer from  Cervical Cancer and Autisim
General Fund Exempt | Cash Funds| Certified Funds Expansion Fund DPHE Fund Donations ~ Fund Federal Funds |TOTAL FUNDS
Final FY 2005-06 Appropriation
Expansion Medicaid Program
Legal Immigrants 0 0 0 6,216,752 0 0 0 0 5,379,765 11,596,517
Breast and Cervical Cancer Expansion 0 0 0 0 352,936 0 0 0 655,452 1,008,388
Asset Test Elimination 0 0 0 0 0 0 0 0 0 0
Increase CBHP Marketing 146,718 0 0 0 0 0 0 0 146,718 293,436
Waiver Expansion 0 0 0 2,526,532 0 0 0 0 2,526,532 5,053,064
Disease Management for Expansion Populations 0 0 0 0 0 0 0 0 0 0
SUBTOTAL EXPANSION POPULATIONS 146,718 0 0 8,743,284 352,936 0 0 0 8,708,467 17,951,404
Traditional Medicaid
Base Acute 605,143,357 0 0 0 0 0 0 0 605,143,357 1,210,286,715
Minus Breast and Cervical Cancer Expansion (352,936) 0 0 0 0 0 0 0 (655,452) (1,008,388)
Minus Legal Immigrant Acute (4,987,699) 0 0 0 0 0 0 0 (4,150,712) (9,138,411)
Minus Increased Children Waiver Expansion (2,509,175) 0 0 0 0 0 0 0 (2,509,175) (5,018,350)
Family Planning 843,070 0 0 0 0 0 0 0 7,587,622 8,430,692
Prenatal Costs 2,091,778 0 0 0 0 0 0 0 901,096 2,992,874
Breast and Cervical Cancer Program 472,488 0 0 0 0 350,566 0 0 1,528,548 2,351,602
Indian Health Services 0 0 0 0 0 0 0 0 931,076 931,076
Obsesity Bill 0 0 0 0 0 0 0 0 0 0
Redispense Prescription Drugs 0 0 0 0 0 0 0 0 0 0
Service Management/Disease Management Trans 0 0 0 0 0 0 0 0 0 0
Presumptive Eligibility Fund Transfer (1,551,242) 0 0 1,551,242 0 0 0 0 0 0
SUBTOTAL ACUTE 599,149,642 0 0 1,551,242 0 350,566 0 0 608,776,360 1,209,827,810
Base Community Care 83,697,160 0 0 0 0 0 0 0 83,697,160 167,394,320
Staff Recommendation for additional caseload 141,812 0 0 0 0 0 0 0 141,812 283,624
Autism Program 0 0 0 0 0 0 0 0 0 0
Consumer Directed Care 0 0 0 0 0 0 0 0 0 0
Minus Legal Immigrants (272,242) 0 0 0 0 0 0 0 (272,242) (544,484)
SUBTOTAL COMMUNITY CARE 83,566,730 0 0 0 0 0 0 0 83,566,730 167,133,460
Nursing Facility 1 226,091,459 0 0 0 0 0 0 0 226,091,459 452,182,918
Minus Legal Immigrants (956,811) 0 0 0 0 0 0 0 (956,811) (1,913,622)
SUBTOTAL NURSING FACILITY 225,134,648 0 0 0 0 0 0 0 225,134,648 450,269,296
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Fund Splits for FY 2005-06

Cash Funds Exempt

Gifts
Breast and Grants
General Fund & Health Care Transfer from  Cervical Cancer and Autisim
General Fund Exempt | Cash Funds| Certified Funds Expansion Fund DPHE Fund Donations ~ Fund Federal Funds |TOTAL FUNDS

Nursing Facility 11 719,425 0 0 0 0 0 0 0 719,425 1,438,850

PACE 18,719,451 0 0 0 0 0 0 0 18,719,451 37,438,901

SMIB 41,567,522 0 0 0 0 0 0 0 27,711,682 69,279,204

HIBI 311,652 0 0 0 0 0 0 0 311,652 623,304

SUBTOTAL OTHER LTC & INSURANCE 61,318,050 0 0 0 0 0 0 0 47,462,209 108,780,259

Single Entry Point 8,837,450 0 0 0 0 0 0 0 8,837,450 17,674,900

Minus Single Entry Point for Waiver Expansion (17,357) 0 0 0 0 0 0 0 (17,358) (34,715)

ASO Service / Disease Management 2,467,065 0 0 0 0 0 0 0 2,467,065 4,934,130

SUBTOTAL Administrative Services 11,287,158 0 0 0 0 0 0 0 11,287,158 22,574,316

TOTAL MEDICAL SERVICES 980,542,111 0 0 10,294,526 352,936 411,400 0 0 984,935,571 1,976,536,545

Medicare Clawback 0 0 0 0 0 0 0 0 0 0

ICFMR Fee (38,256) 76,512 0 0 0 0 0 0 38,256 76,512

UPL Financing (6,967,130) 0 13,934,260 0 0 0 0 0 6,967,130 13,934,260

New UPL Financing Adjustment 33,014 0 (66,029) 0 0 (33,014) (66,029)

Denver Health Outstationing 0 0 1,462,635 0 0 0 0 0 1,462,635 2,925,270

TOTAL BOTTOM LINE FINANCING (6,972,372) 76,512 15,330,866 0 0 0 0 0 8,435,007 16,870,013

TOTAL Original Recommendation 973,569,739 76,512 15,330,866 10,294,526 352,936 411,400 0 0 993,370,578 1,993,406,558
Policy Issues

JBC Action to Increase Hospital Rates 380,000 0 0 0 0 0 0 0 380,000 760,000

JBC Action to Increase 50a Provider Rates 2,550,000 0 0 0 0 0 0 0 2,550,000 5,100,000

JBC Action to Increase Durable Medical Equipment 190,000 0 0 0 0 0 0 0 190,000 380,000

TOTAL Appropriation 976,750,574 76,512 15,330,866 10,294,526 352,936 350,565 0 0 996,490,578 1,999,646,558

Total Actual 976,206,452 0 13,868,231 9,494,414 0 350,565 0 0 996,344,645 1,996,264,307

544,122 76,512 1,462,635 800,112 352,936 0 0 0 145,933 3,382,250

% Difference from Final Appropriation 0.06% 100.00% 9.54% 7.77% 100.00% 0.00% n/a n/a 0.01% 0.17%
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Fund Splits for FY 2006-07 Appropriation -- 2006 Session

Cash Funds Exempt

Breast and
Cervical  Gifts Grants
General Fund & General Health Care Transfer from Cancer and
Fund Exempt Cash Funds| Certified Funds Expansion Fund DPHE Fund Donations  Autisim Fund Federal Funds TOTAL FUNDS
Expansion Medicaid
Legal Immigrant Offset 0 0 0 6,216,752 0 0 0 0 5,379,765 11,596,517
Breast and Cervical Cancer Expansion 0 0 0 0 533,573 0 0 0 990,921 1,524,494
Asset Test Elimination 0 0 0 14,711,176 0 0 0 0 14,711,176 29,422,352
Up to 60% FPL Adults 0 0 0 5,932,957 0 0 0 0 5,932,957 11,865,914
Increase CBHP Marketing 537,144 0 0 0 0 0 0 0 537,144 1,074,288
Waiver Expansion 0 0 0 8,796,856 0 0 0 0 8,796,856 17,593,712
Total Expansion Offset/Populations 537,144 0 0 35,657,741 533,573 0 0 0 36,348,819 73,077,277
Traditional Medicaid
Base Acute 618,361,837 0 0 0 0 0 0 0 618,361,837 1,236,723,674
Minus Breast and Cervical Cancer Expansion (533,573) 0 0 0 0 0 0 0 (990,921) (1,524,494)
Minus Legal Immigrant Acute (4,987,699) 0 0 0 0 0 0 0 (4,150,712) (9,138,411)
Minus Increased Children Waiver Expansion (8,308,978) 0 0 0 0 0 0 0 (8,308,978) (16,617,956)
Minus Asset Test Elimination (14,711,176) 0 0 0 0 0 0 0 (14,711,176) (29,422,352)
Minus 60% FPL (5,932,957) 0 0 0 0 0 0 0 (5,932,957) (11,865,914)
Minus CBHP Marketing (537,144) 0 0 0 0 0 0 0 (537,144) (1,074,288)
Family Planning 927,033 0 0 0 0 0 0 0 8,343,302 9,270,335
Estimated Prenatal Costs 2,041,047 0 0 0 0 0 0 0 964,526 3,005,573
Breast and Cervical Cancer Program 644,277 0 0 0 0 311,251 0 0 1,775,638 2,731,166
Indian Health Services 0 0 0 0 0 0 0 0 959,008 959,008
Presumptive Eligibility Fund Transfer (1,584,040) 0 0 1,584,040 0 0 0 0 0 0
Drug Rebate Analysis (247,460) 0 0 0 0 0 0 0 (247,460) (494,920)
Acute Care Rate Adjustment 12,759,937 0 0 513,701 0 0 0 0 13,273,639 26,547,277
S.B. 06-165 161,216 0 0 0 0 0 0 0 161,215 322,431
SUBTOTAL ACUTE 598,052,320 0 0 2,097,741 0 311,251 0 0 608,959,817 1,209,421,129
Base Community Care 86,405,284 0 0 0 0 0 0 0 86,405,284 172,810,568
Community Based Services 12,475,704 0 0 0 0 0 0 0 12,475,704 24,951,408
Minus Increased Children Waiver Exp. (483,190) 0 0 0 0 0 0 0 (483,190) (966,380)
Autism Program -- In Base 0 0 0 0 0 0 0 626,750 626,750 1,253,500
Consumer Directed Care -- In Base 0 0 0 0 0 0 0 0 0 0
Minus Legal Immigrants (272,242) 0 0 0 0 0 0 0 (272,242) (544,484)
SUBTOTAL COMMUNITY CARE 98,125,556 0 0 0 0 0 0 626,750 98,752,306 197,504,612
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Fund Splits for FY 2006-07 Appropriation -- 2006 Session

Cash Funds Exempt

Breast and
Cervical  Gifts Grants
General Fund & General Health Care Transfer from Cancer and
Fund Exempt Cash Funds| Certified Funds Expansion Fund DPHE Fund Donations  Autisim Fund Federal Funds TOTAL FUNDS
Nursing Facility | 235,372,275 0 0 0 0 0 0 0 235,372,275 470,744,550
Minus Legal Immigrants (956,811) 0 0 0 0 0 0 0 (956,811) (1,913,622)
S.B. 06-131 1,188,203 0 0 0 0 0 0 0 1,188,203 2,376,406
SUBTOTAL NURSING FACILTIES 235,603,667 0 0 0 0 0 0 0 235,603,667 471,207,334
Nursing Facility 11 748,237 0 0 0 0 0 0 0 748,237 1,496,474
PACE 21,014,129 0 0 0 0 0 0 0 21,014,129 42,028,258
SMIB 42,819,163 0 0 0 0 0 0 0 28,546,109 71,365,272
HIBI 319,847 0 0 0 0 0 0 0 319,847 639,694
SUBTOTAL OTHER LTC & INSURANCE 64,901,376 0 0 0 0 0 0 0 50,628,322 115,529,698
Single Entry Point 9,838,578 0 0 0 0 0 0 0 9,081,764 18,920,342
Minus Waiver Expansion (4,688) 0 0 0 0 0 0 0 (4,688) (9,376)
Single Entry Point Audits (38,330) 0 0 0 0 0 0 0 (38,330) (76,660)
ASO Service 2,766,980 0 0 0 0 0 0 0 2,766,980 5,533,960
Disease Management 310,786 0 0 1,000 1,970,388 584 0 0 2,285,617 4,568,375
SUBTOTAL ADMINSTRATION SERVICES 12,873,326 0 0 1,000 1,970,388 584 0 0 14,091,343 28,936,641
TOTAL MEDICAL SERVICES 1,010,093,389 0 0 37,756,482 2,503,961 311,835 0 626,750 1,044,384,274 2,095,676,691
Bottom Line Financing
ICFMR Fee (38,256) 76,512 0 0 0 0 0 0 38,256 76,512
UPL Financing (13,233,276) 0 26,466,552 0 0 0 0 0 13,233,276 26,466,552
UPL Adjustment 0 0 (13,271,352) 0 0 0 0 0 0 (13,271,352)
Denver Health UPL Adjustments 0 0 1,169,578 0 0 0 0 0 1,169,578 2,339,156
TOTAL BOTTOM LINE FINANCING (13,271,532) 76,512 14,364,778 0 0 0 0 0 14,441,110 15,610,868
TOTAL FY 2006-07 APPROPRIATION 996,821,857 76,512 14,364,778 37,756,482 2,503,961 311,835 0 626,750 1,058,825,384 2,111,287,559
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Fund Splits for FY 2006-07 Appropriation -- Department Request

Cash Funds Exempt

Transfer Breast and
General Fund & General Health Care from Cervical Cancer
Fund Exempt Cash Funds | Certified Funds Expansion Fund DPHE Fund Autism Fund Federal Funds TOTAL FUNDS

Expansion Medicaid
Acute Care Offset 0 0 0 20,323,937 0 0 0 20,323,936 40,647,873
Community Care Offset 0 0 0 21,625 0 0 0 21,624 43,249
Long Term Care & Insurance 0 0 0 ) 0 0 0 2) 4)
Long Term Care & Insurance 0 0 0 6,121 0 0 0 6,121 12,242
Service Management 0 0 0 113,006 113,004 226,010
Other Allocation (acute below?) 0 0 0 13,118,070 0 0 o] 12,156,735 25,274,805
TOTAL 0 0 0 33,582,757 0 0 0 32,621,418 66,204,175

Traditional Medicaid
Base Acute 607,730,524 0 0 0 0 0 0 608,021,965 1,215,752,489
Family Planning 941,549 0 0 0 0 0 0 8,473,938 9,415,487
Estimated Prenatal Costs 3,405,317 0 0 0 0 0 0 1,365,027 4,770,344
Breast and Cervical Cancer Program 1,746,659 0 0 0 0 1,578,463 0 6,175,224 9,500,346
Indian Health Services 0 0 0 0 0 0 0 878,400 878,400
Drug Rebate Analysis (247,460) 0 0 0 0 0 0 (247,460) (494,920)
Acute Care Rate Adjustment 12,759,937 0 0 513,701 0 0 0 13,273,639 26,547,277
MMA Impact (36,128,881) 0 0 0 0 0 0 (36,128,880) (72,257,761)
PERM Project (398,355) 0 0 0 0 0 0 (398,355) (796,710)
HB 05-1015 Outpatient Substance Abuse Treatment 2,921,851 0 0 0 0 0 0 2,921,851 5,843,702
S.B. 06-165 161,216 0 0 0 0 0 0 161,215 322,431
SUBTOTAL ACUTE 592,892,358 0 0 513,701 0 1,578,463 0 604,496,564 1,199,481,086
Base Community Care 95,694,327 0 0 0 0 0 0 95,694,327 191,388,654
Provider Rate Increase 12,475,704 0 0 0 0 0 0 12,475,704 24,951,408
Autism Waiver 0 0 0 0 0 0 470,063 470,062 940,125
HB 1131 (1,431)] 0 0 0 0 0 (1,430)] (2,861)]
SUBTOTAL COMMUNITY CARE 108,168,601 0 0 0 0 0 470,063 108,638,663 217,277,326

13-Dec-06 197 Appendix B: Expenditure Data by Service Category




Fund Splits for FY 2006-07 Appropriation -- Department Request

Cash Funds Exempt

Transfer Breast and
General Fund & General Health Care from  Cervical Cancer
Fund Exempt Cash Funds | Certified Funds Expansion Fund DPHE Fund Autism Fund Federal Funds TOTAL FUNDS
Nursing Facility | 236,871,670 0 0 0 0 0 0 236,871,670 473,743,339
S.B. 06-131 2,120,349 0 0 0 0 0 0 2,120,349 4,240,697
SUBTOTAL NURSING FACILTIES 238,992,018 0 0 0 0 0 0 238,992,018 477,984,036
Nursing Facility Il 737,022 0 0 0 0 0 0 737,022 1,474,043
PACE 23,936,619 0 0 0 0 0 0 23,936,619 47,873,238
SMIB 48,058,051 0 0 0 0 0 0 32,038,700 80,096,751
HIBI 279,383 0 0 0 0 0 0 279,383 558,766
SUBTOTAL OTHER LTC & INSURANCE 73,011,075 0 0 0 0 0 0 56,991,724 130,002,798
Single Entry Point 8,411,944 0 0 0 0 0 0 8,411,944 16,823,888
Single Entry Point Audits (38,330) 0 0 0 0 0 0 (38,330) (76,660)
ASO Service 2,425,699 0 0 0 0 0 0 2,425,698 4,851,397
Disease Management 313,889 0 0 0 985,194 0 0 1,299,083 2,598,166
SUBTOTAL ADMINSTRATION SERVICES 11,113,202 0 0 0 985,194 0 0 12,098,395 24,196,791
TOTAL MEDICAL SERVICES 1,024,177,252 0 0 34,096,458 985,194 1,578,463 470,063 1,053,838,782 2,115,146,211
Bottom Line Financing
ICFMR Fee (38,256) 38,256 0 0 0 0 0 38,256 38,256
UPL Financing (15,590,407) 0 15,590,407 0 0 0 0 15,590,407 15,590,407
Denver Health UPL Adjustments 0 0 1,169,578 0 0 0 0 1,169,578 2,339,156
TOTAL BOTTOM LINE FINANCING (15,628,663) 38,256 16,759,985 0 0 0 0 16,798,241 17,967,819
TOTAL FY 2006-07 Dept. November Est. 1,008,548,589 38,256 16,759,985 34,096,458 985,194 1,578,463 470,063 1,070,637,023 2,133,114,030
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Department's FY 2007-08 -- Department Request Fund Splits

| Cash Funds Exempt
Breast &
Health Care Cervical
General Fund Certified Expansion  Transfer Cancer
General Fund Exempt Cash Funds| Funds Fund from DPHE Fund Autism Fund Federal Funds TOTAL FUNDS
Acute Care Services
Base Acute $619,271,889 $0 $0 $0 $0 $0 $0 $0| $619,271,888 $1,238,543,777
Estimated Family Planning $1,073,210 $0 $0 $0 $0 $0 $0 $0 $9,658,890 $10,732,100
Estimated Prenatal State-Only Program Costs $3,623,699 $0 $0 $0 $0 $0 $0 $0 $1,380,354 $5,004,053
Health Care Expansion Fund Split Adjustment $0 $0 $0 $0 $37,949,803 $0 $0 $0 $37,949,801 $75,899,604
Estimated Breast and Cervical Cancer Program (BCCP) [Change in
funding via HB 04-1416 and HB 05-1262] $2,308,085 $0 $0 $0 $0 $0 $2,088,268 $0 $8,164,653 $12,561,006
Estimated Indian Health Service (IHS) (Advisory Only) $0 $0 $0 $0 $0 $0 $0 $0 $878,400 $878,400
Acute Care Services Sub-Total $626,276,883 $0 $0 $0 $37,949,803 $0 $2,088,268 $0| $677,303,986 $1,343,618,940
Community Based Long Term Care Services $0
Base Community Based Long Term Care $115,270,528 $0 $0 $0 $0 $0 $0 $0| $115,270,528 $230,541,056
Children with Autism Waiver Services $0 $0 $0 $0 $0 $0 $0 $626,750 $626,750 $1,253,500
Health Care Expansion Fund Split Adjustment $0 $0 $0 $0 $43,024 $0 $0 $0 $43,023 $86,047
Community Based Long Term Care Sub-Total $115,270,528 $0 $0 $0 $43,024 $0 $0 $626,750 | $115,940,301 $231,880,603
Long Term Care and Insurance $0
Base Long Term Care $281,041,766 $0 $0 $0 $0 $0 $0 $0| $281,041,766 $562,083,532
Specialized Medicare Insurance Beneficiaries (SMIB) $54,387,296 $0 $0 $0 $0 $0 $0 $0 $36,258,197 $90,645,493
Health Care Expansion Fund Split Adjustment $0 $0 $0 $0 $12,212 $0 $0 $0 $12,211 $24,423
Long Term Care and Insurance Sub-total $335,429,062 $0 $0 $0 $12,212 $0 $0 $0| $317,312,174 $652,753,448
Service Management $0
Base Service Management $2,848,784 $0 $0 $0 $0 $0 $0 $0 $2,848,784 $5,697,568
Single Entry Point $9,343,144 $0 $0 $0 $0 $0 $0 $0 $8,624,440 $17,967,584
Tobacco Tax Funded Disease Management Adjustment $0 $0 $0 $0 $0 $1,970,388 $0 $0 $1,970,388 $3,940,776
Health Care Expansion Fund Split Adjustment $0 $0 $0 $0 $247,828 $0 $0 $0 $247,828 $495,656
Service Management Sub-total $12,191,928 $0 $0 $0 $247,828 $1,970,388 $0 $0 $13,691,440 $28,101,584
Health Care Expansion Fund Allocations Split Adjustment ($15,934,115) $0 $0 $0 $15934,115 $0 $0 $0 $0 $0
FY 07-08 Estimate of Total Expenditures for Medical Services to
Clients $1,073,234,286 $0 $0 $0 $54,186,982 $1,970,388 $2,088,268 $626,750 | $1,124,247,901 $2,256,354,575
HB 03-1292 ICFMR Fee(1) ($38,256) $0 $38,256 $0 $0 $0 $0 $0 $38,256 $38,256
Impact of Upper Payment Limit Financing (Estimated) ($16,260,366) $0 $0 | $16,260,366 $0 $0 $0 $0 $16,260,366 $16,260,366
Denver Health Outstationing $0 $0 $0| $1,169,578 $0 $0 $0 $0 $1,169,577 $2,339,155
Referendum C Funding ($256,100,000)| $256,100,000 $0 $0 $0 $0 $0 $0 $0 $0
Total Projected FY 07-08 Expenditures $800,835,664 $256,100,000 $38,256 | $17,429,944 $54,186,982 $1,970,388 $2,088,268 $626,750 | $1,141,716,100 $2,274,992,352
Decision Items (Other Than Base Adjustments -- DI #1)
DI #4 1,349 0 0 0 0 0 0 0 7,456 $8,805
DI #6 6,755,310 0 0 0 138,113 0 0 0 6,811,304 $13,704,727
DI #10 (10,722,460) 0 0 0 (985,194) 0 0 0 (10,997,430), ($22,705,084)
BRI #1 (248,573) 0 0 0 0 0 0 0 (248,574) ($497,147)
TOTAL REQUEST 796,621,290 256,100,000 38,256 | 17,429,944 53,339,901 1,970,388 2,088,268 626,750 | 1,137,288,856 $2,265,503,653
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JBC Staff

Monthly Caseload Reports -- FY 2003-04 Through FY 2006-07 Caseload Reports

QMB/SLM SSi Exp. BCP Foster Non-
SSI1 65+ SSI60-64 B Disabled  Adults Adults Adults BCCTC Children Children Citizens Total Growth

FY 2003-04
July 34,159 5,430 9,382 46,241 43,760 0 7,865 78 178,535 14,272 4,491 344,213
Aug 34,128 5,416 9,471 46,031 43,831 0 7,877 84 179,386 14,195 4,497 344,916 703
Sept 34,205 5,441 9,529 46,170 44,358 0 8,068 90 181,465 14,256 4,466 348,048 3,132
Oct 34,246 5,452 9,590 46,372 44,714 0 8,061 95 183,743 14,410 4,337 351,020 2,972
Nov 34,187 5,528 9,662 46,386 45,008 0 7,942 102 185,267 14,506 4,267 352,855 1,835
Dec 34,048 5,537 9,671 46,416 46,500 0 8,099 105 191,086 14,766 4,581 360,809 7,954
Jan 34,062 5,586 9,827 46,510 46,805 0 8,223 103 193,356 14,796 4,461 363,729 2,920
Feb 33,999 5,588 9,930 46,556 47,446 0 8,274 103 195,915 14,846 4,532 367,189 3,460
Mar 34,126 5,580 10,007 46,766 49,067 0 8,681 108 201,875 15,200 4,727 376,137 8,948
Apr 34,101 5,598 10,029 46,994 49,519 0 8,518 114 203,657 15,300 4,863 378,693 2,556
May 34,220 5,582 10,144 47,129 49,831 0 8,369 123 204,254 15,401 4,922 379,975 1,282
Jun 34,309 5,602 10,197 47,212 50,214 0 8,458 125 206,031 15,531 5,098 382,777 2,802

YTD 34,149 5,528 9,787 46,565 46,754 8,203 103 192,048 14,790 4,604 362,530

FY 2004-05
July 34,378 5,614 10,285 47,195 49,885 0 8,491 131 206,125 15,370 4,977 382,451 (326)
Aug 34,633 5,664 10,446 47,471 51,132 0 8,242 135 210,235 15,411 5,231 388,600 6,149
Sept 34,666 5,488 10,328 47,846 51,764 0 6,866 139 211,593 15,263 5,141 389,094 494
Oct 34,783 5,477 9,894 48,725 54,100 0 5,786 144 216,658 15,480 4,977 396,024 6,930
Nov 35,270 6,944 9,257 48,293 56,714 0 6,102 153 223,736 15,705 5,037 407,211 11,187
Dec 36,336 6,766 8,736 48,384 59,166 0 6,462 156 230,510 15,678 5,247 417,441 10,230
Jan 36,119 6,202 8,886 46,977 54,804 0 5,504 23 221,800 15,601 4,553 400,469 (16,972)
Feb 35,905 6,178 9,480 46,903 56,107 0 6,171 21 223,723 15,729 4,577 404,794 4,325
Mar 36,222 6,266 9,425 47,334 59,450 0 5,135 29 226,082 15,838 4,599 410,380 5,586
Apr 36,270 6,246 9,441 47,337 60,881 0 4,918 35 226,744 15,842 5,004 412,718 2,338
May 36,386 6,223 9,351 47,533 61,749 0 4,797 38 226,241 16,061 5,295 413,674 956
Jun 36,406 6,164 9,336 47,519 61,684 0 4,846 32 223,659 16,049 5,074 410,769 (2,905)

YTD 35,615 6,103 9,572 47,626 56,453 6,110 86 220,592 15,669 4,976 402,802

Original FY 2004-05 App 34,048 5,648 10,353 46,226 49,019 8,026 176 202,001 15,130 4,784 375,411

Supplemental App. 34,799 5,904 10,151 48,225 54,951 6,971 158 221,849 15,669 5,227 403,904

Difference (816) (199) 579 599 (1,502) 861 72 1,257 0 251 1,102

% Difference -2.40% -3.52% 5.59% 1.29% -3.06% 10.73%  40.72% 0.62% 0.00% 5.25% 0.29%

FY 2005-06 July 36,376 6,072 9,416 47,214 57,874 0 5,151 171 212,576 15,958 5,187 395,995 (14,774)
Aug 36,351 6,060 9,710 47,358 57,799 0 5,434 178 213,413 16,078 5,588 397,969 1,974
Sept 36,430 6,161 10,063 47,467 57,922 0 5,259 186 212,975 16,249 5,670 398,382 413
Oct 36,396 6,132 10,162 47,365 56,658 0 4,834 192 207,644 16,237 5,523 391,143 (7,239)
Nov 36,612 6,134 10,584 47,783 57,923 0 4,775 191 209,732 16,351 5,732 395,817 4,674
Dec 36,256 6,061 11,378 47,429 57,944 0 4,682 191 210,394 16,427 5,744 396,506 689
Jan 36,116 6,016 11,491 47,373 58,721 0 4,778 198 213,996 16,348 5,930 400,967 4,461
Feb 36,176 5,990 11,673 47,541 57,872 0 4,887 181 215,042 16,366 6,120 401,848 881
Mar 35,997 5,996 11,850 47,579 57,354 0 5,009 178 215,429 16,539 6,265 402,196 348
Apr 35,925 5,995 11,891 47,705 57,730 0 5,161 188 217,685 16,334 6,496 405,110 2,914
May 36,032 5,979 11,994 48,055 58,748 0 5,354 201 219,252 16,437 6,689 408,741 3,631
Jun 35,959 5,975 11,934 47,912 56,416 0 5,273 198 215,060 16,410 6,563 401,700 (7,041)

YTD 36,219 6,048 11,012 47,565 57,747 5,050 188 213,600 16,311 5,959 399,705 (756)

Original FY 2005-06 App./1 35,132 5,943 10,814 48,673 58,784 8,100 219 236,841 16,303 5621 426,430

Supplemental App./2 36,569 6,107 11,170 47,709 58,045 4,912 192 212,850 16,363 5,793 399,710

Difference 350 59 158 144 298 (138) 4 (750) 52 (166) 5

% Difference 0.96% 0.97% 1.41% 0.30% 0.51% -2.80% 2.21% -0.35% 0.32% -2.86% 0.0013%

/1 Does not include Expansion Population -- most of the expansion population originally forecasted did not materialize because of delayed implementation

/2 Includes Expansion population since caseload population can not track separately (however, in FY 2005-06 very little expansion population materialized)

FY 2006-07 July 36,033 5,953 12,050 47,946 57,224 0 5,152 203 214,085 16,332 6,514 401,492 (208)
Aug 36,190 5,985 12,250 48,192 58,541 0 4,990 213 214,766 16,492 6,248 403,867 2,375
Sept 36,258 5,990 12,349 48,320 58,281 0 4,926 222 212,808 16,430 6,103 401,687 (2,180)
Oct 36,233 6,040 12,438 48,611 58,402 0 5,026 231 211,000 16,461 5,849 400,291 (1,396)
Nov
Dec
Jan
Feb
Mar
Apr
May
Jun

YTD 36,179 5,992 12,272 48,267 58,112 0 5,024 217 213,165 16,429 6,179 401,834 (352)

Original FY 2006-07 App. 37,036 6,241 12,570 48,447 63,127 4,850 4,890 223 228,438 17,091 6,309 429,222

Supplemental App.

Difference

% Difference
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Monthly Reports Expenditure Data

"FY 200405  FY2004-05  FY2004-05  FY2004-05 FY2004-05  FY2004-05 FY 2004-05 FY 2004-05 FY 2004-05 FY 2004-05 FY 2004-05 FY 2004-05 FY 2004-05
SERVICES Jul Aug Sept oct Nov Dec Jan Feb Mar Apr May June YTD Total
[Acute Care Services
Physician Services & EPSDT 9234860 11,221,146 8865674 8875527  11,335576 8,867,945 11,263,352 9,355,586 11,041,321 10,872,434 12,774,368 10,411,550 124,119,339
Emergency Transportation 327,107 431,303 356,668 314,400 316,728 254,327 379,614 260,038 292,469 341,335 336,368 (145,796) 3,473,741
County Transportation 174,975 (27,343) 77,956 (179) (109) (2,475) (439) (1,147) (2,696) (1,641) (476) (2.721) 213,707
Dental Services 2,652,232 3,738,064 3,001,922 2,984,996 3,416,128 3,028,737 3,538,953 3,092,988 3,522,005 3,605,495 4,169,843 3,262,486 40,013,849
Family Planning 34,454 2,986 10,805 15,647 16,222 4,861 16,741 16,742 13,691 14,504 27,384 11,894 186,022
Health Maintenance Organization 11,399,807 11,975,663 9,407,191 12574422 12,015,349 13,609,969 13,383,809 10,419,752 12,918,632 12,881,399 27,833,833 13,670,420 162,090,247
Inpatient Hospitals 21945174 25293,270 20405063 16,507,823 18,503,339 20,798,654 24,015,047 22,908,320 22,104,720 24,458,076 26,851,737 22,130,223 266,011,447
Outpatient 5,801,209 8,433,966 6362117 7,116,184 9,022,072 6,163,101 8,579,029 8,692,524 5,357,357 8,643,159 9,813,531 9,633,688 93,618,116
Lab & X-Ray 1,422,088 1,741,252 1405498 1,168,101 1,536,141 1,165,424 1,548,996 1,370,771 1,452,872 1,481,747 1,741,007 1,450,858 17,484,756
Durable Medical Equipment 3,628,036 4,177,940 3,856,062 3,831,533 4,457,056 3,724,154 4,686,689 3,954,365 4,165,335 4,102,922 5,035,984 4,679,174 50,299,251
Prescription Drugs 20,209,905  25557,517 20995902 19,512,739 27,320,932 21,327,488 27,975,376 23,249,297 23,159,448 22,209,618 27,003,365 22,409,312 280,930,899
Drug Rebate (OAP State Only & Medicaid) 0  (14304899)  (2011713)  (1,203897)  (3,319,451) (7.241,822) 0 (7.118,794) 0 (17,682,042) (17,406,178) (1,367,881) (71,656,675)
Rural Health Centers 715,500 295,805 (279,014) 253,523 449,261 296,013 341,209 664,679 461,343 350,343 700,881 348,762 4,598,395
Federally Qualified Health Centers 4,112,639 4,699,011 4532549 3,907,489 4,962,241 4,253,292 5,180,106 4,680,650 4,961,431 4,939,494 5,690,190 4,926,472 56,845,564
Co-Insurance (Title XVIll-Medicare) 1,718,360 2,076,253 1360853 1,282,766 1,568,712 640,828 1,133,674 2,406,002 2,140,329 1,038,632 1,449,983 541,308 17,357,700
Breast and Cervical Cancer Program 284,585 305,753 288,607 238,772 281,684 271,994 231,420 136,570 59,180 110,303 144,297 136,836 2,490,090
Other Medical Services (Medicaid Refugee & ASO & DM) 2,996,895 4,623,861 11,157,052 9,737,514 2,049,521 5,042,609 11,237,929 6,273,810 6,350,572 5,272,260 6,935,993 (3,174,245) 68,503,772
Home Health 5,393,977 6,780,184 5519,655 5,719,651 6,730,822 5,389,228 7,370,473 5,886,554 5,886,997 6,073,125 7,395,249 6,388,696 74,534,611
Acute Care Subtotal 92,052,073 97,021,825 95312,848 92,927,011 100,662,226 87,594,417 120,881,978 96,257,707 103,885,006 88,711,343 120,497,360 95,311,036 1,191,114,829
Community Based Long-Term Care
Home and Community Based Services-Case Management 7,354,772 8,843,626 7104577 7,355,048 8,644,351 7,363,676 8,597,641 7,472,585 7,487,459 7,643,945 8,682,572 7,665,930 94,216,183
Home and Community Based Services - Mentally Il 1,068,279 1,263,219 1,101,775 1,056,950 1,126,023 1,053,063 1,137,718 1,019,364 937,492 1,074,745 1,142,076 1,038,757 13,019,463
Home and Community Based Services - Model 200 25,419 69,240 40,829 34,423 29,848 36,029 59,489 21,792 53,268 28,584 43,569 39,437 481,927
Home and Community Based Services - AIDS 41,527 49,632 34,925 35,900 45,187 37,285 42,336 31,208 30,970 36,646 37,580 35,254 458,450
Consumer Directed Attendant Support 425,868 450,724 427,559 235,548 623,697 464,325 493,703 511,209 469,685 483,909 495,940 830,205 5,912,371
Private Duty Nursing 1,180,079 1,318,301 963631 1,100,740 1,092,212 948,796 1,579,050 1,137,975 1,012,534 1,121,966 1,340,300 1,276,307 14,071,891
Hospice 1,676,196 2,260,452 1836401 1,834,970 2,026,750 1,722,637 2,079,086 1,974,079 1,788,835 1,981,719 2,222,195 2,155,710 23,559,031
Brain Injury 693,905 801,274 674536 1,025,099 825,601 803,588 777,059 689,703 688,151 726,760 740,158 779,668 9,225,501
Community Based Long-Term Care Subtotal 12,466,044 15,056,469 12,184,234 12,678,680 14,413,760 12,429,399 14,766,082 12,857,915 12,468,394 13,098,274 14,704,388 13,821,268 160,944,907
Long Term Care and Insurance
Class | Nursing Facilities 33718440 37,585,866 35004223 32,917,860 36,289,410 32,820,671 37,110,768 43,540,199 31,971,522 30,562,933 36,640,818 35,625,623 423,878,333
Class II Nursing Facilities 102,801 121,355 121,481 117,139 121,355 117,139 114,355 120,488 101,598 125,519 109,603 110,522 1,383,445
Single Entry Points 1,557,053 1,773,427 1302705 1,391,475 1761 1,745,843 1,297,999 943,011 1,520,610 2,587,071 440,963 2,694,917 17,256,835
Program for All-Inclusive Care for the Elderly 2,860,505 4,849,075 400,631 2,773,402 2,574,209 2,609,115 3,320,482 2,796,736 2,879,956 3,431,779 3,416,424 3,229,511 35,160,006
Supplemental Medicare Insurance Beneficiaries 5,195,700 4,378,063 4447323 4,473,032 4,318,934 4,365,569 4,986,748 5,218,871 5,123,165 5,648,991 5,190,663 5,102,695 58,449,754
Health Insurance Buy-In Program 53,429 50,045 58,575 45,093 49,887 49,952 47,008 48,121 52,329 46,689 46,073 60,042 607,333
Subtotal of Long Term Care and Insurance 43488010 48757.831 41433937 41,718,000 43355647 41,708,289 46,886,450 52,667,426 41,649,180 42,402,982 45,844,635 46,823,310 536,735,706
Service Management (new in FY 2005-06)
Single Entry Points
Disease Management
ASO Administrative Fee
Subtotal of Service Management
[TOTAL 148,006,137 160,836,125 148,031,018 147,323,601 __ 158,431,633 141,732,105 182,534,510 161,783,048 158,002,580 144,212,599 181,046,383 155,955,614 1,888,795.441
157,399,620

Bottom Line Financings

Prior Fiscal Year Accounts Payable 0 44,048 (44,048) 0 0 0 0 0 0 0 0 0

Nursing Facility Upper Payment Limit 0 [ 0 0 0 0 0 0 0 0 0 4,462,714 4,462,714

Inpatient Upper Payment Limit 0 0 0 0 0 0 0 0 0 0 0 0 0

Outpatient Upper Payment Limit 0 0 0 0 0 0 0 0 0 0 0 22,408,594 22,408,594

Home Health Upper Payment Limit 0 0 0 0 0 0 0 0 0 0 0 317,807 317,807
[Total Bottom Line Financings 0 44,048 (44.048) 0 0 0 0 0 0 0 0 27,189,205 27,189,205
Grand Total 148,006,137 160,880,173 __ 148,886,969 147,323,601 _ 158,431,633 141,732,105 182,534,510 161,783,048 158,002,580 144,212,599 181,046,383 183,144,819 1,015,984.646
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Monthly Reports Expenditure Data

13 Month Ajd FY 2005-06
SERVICES Jul August Sept oct Nov Dec Jan Feb March April May June YTD Total YTD Average |
[Acute Care Services
Physician Services & EPSDT 9,688,689 12611551 10498999 13566481 10,443,494 12911468 12,338,666 12,299,416 12,590,701  11,886531 14,461,742 10,968,685 144,266,423 12,022,202
Emergency Transportation 255,690 276,055 261,656 334,835 221,009 296,809 282,046 321,767 283,802 288,085 400,343 380,164 3,611,441 300,953
County Transportation (918) (1,679) 6,076 (1,279) (1,410) (1,370) (797) (300) (1,632) (1,844) (3,085) (2,927) (11,165) (930)
Dental Services 3,086,894 4,426,469 3,365,710 3971206 3,077,228 3756237 3784118 3811026 3748833 4,200,008 4,411,678 5,066,107 46,705,514 3,892,126
Family Planning 12,153 10,261 23,230 22,654 19,979 13,668 29,504 27,159 11,148 15,240 21,773 202,350 400,119 34,003
Health Maintenance Organization 13,485,328 13676673 13013307 13,306,605 13,284,467 12715338 11,501,800 10,921,416 10,314,993  10,605286 14,682,632 17,004,347 154,782,192 12,898,516
Inpatient Hospitals 20,243,821 27481517 18,882,397 22124054 13055083 39,056,074 22,820338 26051647 24,871,270 25322116 30513789 26378018 296,800,124 24,733,344
Outpatient 8,199,867 10054510 7,512,941 9916743 7,740,331 09,632,861 6,784,500 0,884,822 9,179,872 8914081 7,675,677 9717448 105213743 8,767,812
Lab & X-Ray 1,400,205 1733104 1,362,427 1798886 1370431 1664715 1460674 1643006 1572350 1,697,837 1,927,194 1,619,208 19,250,037 1,604,170
Durable Medical Equipment 4,403,498 5167,506 4,201,248 5318369 4422220 4834496 4795846 4,731,735 4655507 4,724,053 6,001,941 5,395,660 58,652,169 4,887,681
Prescription Drugs 21,680,172 26,577,758 21,213451 30,737,098 23067017 30,476,687 13,507,510 13123051 13,766,859 12968393 15228868 14,600,961 236,947,825 19,745,652
Drug Rebate (OAP State Only & Medicaid) (5.250)  (11,944,986) (7,796,635) (585,586)  (14,998,995)  (3,5366,532)  (327,069) (16,087.466)  (3,021,276) (465,245) (11,998,085)  (8,471,492)  (79,068,617) (6,589,051)|
Rural Health Centers 479,455 362,360 331,380 313,341 302,831 401,785 348,234 402,233 515,255 400,573 471,914 412,969 4,751,330 395,944
Federally Qualified Health Centers 4,051,943 5229344 4,902,160 5631,102 4,723,003 5919303 4416174 5906690  5404,187 5417,872 5843313 4,512,537 61,957,718 5,163,143
Co-Insurance (Title XVIll-Medicare) 1,942,202 1417,718 1,447,753 1,409,954 810663 1588447 956,346  1964,636 1,450,686 1,829,954 2,099,909 1,004,176 17,922,444 1,493,537
Breast and Cervical Cancer Program 149,638 142,539 99,818 115,243 110,729 201,167 97,381 77,431 224,633 456,859 404,083 4,719,743 6,808,264 567,355
Other Medical Services (Medicaid Refugee & ASO & DM) 3,134,359 5386181 9,610,128 3924835 11171248 1,291,410 13014431 7,787,082 7,694,082 5763280 9,207,568  (42,322,940) 35,661,673 2,971,806
Home Health 5,956,001 7,852,634 6,607,185 8681504 6,411,047 8193625 7,145435 7426207 6,994,529 7,076,101 9,664,773 10,218,410 92,227,451 7,685,621
Acute Care Subtotal 08,163,747 110459515 95543,231 120,676,135  85.239,465 129,586,278 103,045,227 90,201,558 100,255,889 101,108,189 111025027 61493424  1,206,887.685 100,573,974
Community Based Long-Term Care
Home and Community Based Services-Case Management 7,391,574 8550347 7,941,113 9,609,903 7,669,534 8873305 8215894 8045868 8,092,051 8374852 10,339,064 14172970 107,276,565 8,939,714
Home and Community Based Services - Mentally Il 1,065,671 1176129 1,045,078 1207686 1081136 1220062 1161352 1122159 1,076,500 1,192,003 1,254,465 2,372,932 14,984,173 1,248,681
Home and Community Based Services - Model 200 22,987 7,657 60,443 78,437 36,735 56,778 29,342 48,461 79,049 75,514 89,377 77,043 661,823 55,152
Home and Community Based Services - AIDS 34,676 45,667 36,859 44,001 36,694 36,407 31,429 39,002 29,565 44,155 43,277 50,961 472,783 39,399
Consumer Directed Attendant Support 245,572 604,547 585,538 314,048 820,635 606,970 609,978 742595 1,017,073 285,187 690,031 715,715 7,237,889 603,157
Private Duty Nursing 1,099,069 1430623 1,158,616 1158804 1109636 1241721 1520545 1377950 1,182,611 1,187,886 1,527,639 1,621,660 15,616,760 1,301,307
Hospice 1,999,370 2216222 2,208,962 2078852 1582733 2680529 2354219 2,649,018 2,384,921 2042972 2,727,301 3,581,988 28,507,087 2,375,501
Brain Injury 680,081 775,842 710,805 765,149 671,032 750526 627,933 746,015 617,312 721,310 756,193 983,488 8,813,686 734,474
Community Based Long-Term Care Subtotal 12,539,000 14,807,034 13747414 15256970 13008135  15484,388 14,550,692 14,771,068 14,479,082  13,923879  17.426347 23576757 183570766 15,297,564
Long Term Care and Insurance
Class | Nursing Facilities 32,816,132 30,868,824 36,634,349  30,377456 36,627,161 43,050,482 33443444 36004499 34,492,105 34,914,111 40,050,522 49241243 456,520,328 38,043,361
Class II Nursing Facilities 112,835 130,208 121,566 110,402 117,739 110,231 99,104 128,437 95,703 113,509 117,241 179,785 1,436,850 110,738
Single Entry Points 1,392,494 2,385,843 146,636 2666911 1485732 1422608 1316163 1193073 1674541 1227,079 1,492,919  (16,403,999) 0 0
Program for All-Inclusive Care for the Elderly 3,131,477 3,424,285 3,391,355 3100366 3,738,404 3682211 3545990 3781594 3,024,509 3,099,524 3,237,308 3,304,467 40,470,490 3,372,541
Supplemental Medicare Insurance Beneficiaries 5,329,146 5041,668 5,028,048 6,021,173 5501539 5715203 6,111,707 6994560 6,203,406 6,069,620 6,427,156 6,332,279 70,775,604 5,897,967
Health Insurance Buy-In Program 57,762 49,540 54,911 49,721 47,529 34,124 37,218 34,611 36,328 43,075 40,173 39,202 524,194 43,683
Subtotal of Long Term Care and Insurance 42,839,846 50900458 45,376,865  51,335020  47.518,104 54014949 44,553,626 48136774 45526502 45466927  51.365310 42692977  569.727.466 47,477,289
Service Management (new in FY 2005-06)
Single Entry Points 16,547,063 16,547,063 1,378,922
Disease Management 322,355 322,355 26,863
ASO Administrative Fee 5,340,741 5,340,741 445,062
Subtotal of Service Management 22,210,159 22,210,159 1,850,847
[TOTAL 153,542,503 176,167,007 154,667,510 187,268,134 _ 145,765.704 199,085,615 162,149,545 153,199,400 160,261,563 160,498,005 179,714,602 _ 149,973,317 _ 1,982.396.076 166,480,689
Bottom Line Financings
Prior Fiscal Year Accounts Payable 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Nursing Facility Upper Payment Limit 0 0 0 0 0 0 0 0 0 0 0 1,929,949 1,929,949 160,829
Inpatient Upper Payment Limit 0 0 0 0 0 0 0 0 0 0 0 11,609,079 11,609,079 967,423
Outpatient Upper Payment Limit 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Home Health Upper Payment Limit 0 0 0 0 0 0 0 0 0 0 0 320,204 320,204 27,434
[Total Bottom Line Financings 0 o] 0 0 0 0 0 0 0 0 0 13868232 13,868,232 1,155,686
Grand Total 153,542,503 176,167,007 154,667,510 187,268,134 _ 145,765.704 199,085,615 162,149,545 153,199,400 160,261,563 160,498,005 179,714,692 163,841,649 _ 1,996.264.308 166,346,859
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Monthly Reports Expenditure Data

SERVICES July August Sept oct Nov Dec Jan Feb March April May June YTDTotal  YTD Average
[Acute Care Services
Physician Services & EPSDT 13096524 9,331,900 11,794,023 15,654,622 49,877,069 12,469,267
Emergency Transportation 587,121 305,440 300,154 348,367 1,541,082 385,271
County Transportation (1,176) (1,784) (789) (2,226) (5,975) (1,494)
Dental Services 4449960 4,048,371 3577,164 4,808,906 16,884,401 4,221,100
Family Planning 17,775 21,024 3,479 25,369 67,647 16,912
Health Maintenance Organization 19374317 19,323,753 7,265540 7,656,083 53,619,693 13,404,923
Inpatient Hospitals 28775244 20,325,085 21469520 28,020,128 98,580,977 24,647,494
Outpatient 10,264,962 8,545,968 7,377,202 11,616,209 37,804,341 9,451,085
Lab & X-Ray 1727142 1362504 1393816 2,042,667 6,526,129 1,631,532
Durable Medical Equipment 5472881 4,389,957 4553251 6,236,213 20,652,302 5,163,076
Prescription Drugs 14,181,448 11,860,212 14138941 18,094,048 58,274,649 14,568,662
Drug Rebate (OAP State Only & Medicaid) 0 (9,701,086) (2,985,719) (13,057) (12,699,862)  (3,174,966)
Rural Health Centers 402,643 310,711 445,966 447,377 1,606,607 401,674
Federally Qualified Health Centers 4881716 3,776,863 4076518 5,837,252 18,572,349 4,643,087
Co-Insurance (Title XVIll-Medicare) 2,294,663 (244,849) 551,124 1,362,062 3,963,000 990,750
Breast and Cervical Cancer Program 520,135 405,702 430,312 625,421 1,990,570 497,643
Other Medical Services (Medicaid Refugee & ASO & DM) 1793651 1498277 3975721 3,801,798 11,069,447 2,767,362
Home Health 9793068 7,970,876 8235047 10,354,530 36,353,521 9,088,380
Acute Care Subtotal 117,641,074 83,528.924 86,601,270 116,915,769 404,687,037 101,171,759
Community Based Long-Term Care
Home and Community Based Services-Case Management 11285212 9,474,676 0,597,881 11,304,202 41,661,971 10,415,493
Home and Community Based Services - Mentally Il 1481508 1,356,247 1374443 1,504,021 5,716,309 1,429,077
Home and Community Based Services - Model 200 69,227 57,762 49,425 96,416 272,830 68,208
Home and Community Based Services - AIDS 38,403 40,915 34,841 41,807 155,966 38,992
Consumer Directed Attendant Support 1,211,454 843,779 463,576 700,629 3,219,438 804,860
Private Duty Nursing 1556734 1,276,455 1,360,897 1,517,607 5,711,603 1,427,923
Hospice 2377904 2,716,788 2,621,885 2,919,441 10,636,018 2,659,005
Brain Injury 834,171 776,300 1113170 1,006,507 3,730,148 932,537
Community Based Long-Term Care Subtotal 18,854,703 16,542,922 16,616,118 19,090,630 71,104,373 17,776,093
Long Term Care and Insurance
Class | Nursing Facilities 39,533,059 37,269,789 38,691,319 45,408,807 160,902,974 40,225,744
Class II Nursing Facilities 160,698 161,430 133,825 228,846 684,799 171,200
Single Entry Points 2,164,062 1861788 836,921 1371282 6,234,053 1,558,513
Program for All-Inclusive Care for the Elderly 3548486 3,224,784 4,016,293 3,821,693 14,611,256 3,652,814
Supplemental Medicare Insurance Beneficiaries 7,664,770 6,412,882 6,511,703 6,336,646 26,926,001 6,731,500
Health Insurance Buy-In Program 50,624 66,267 48,298 68,588 233,777 58,444
Subtotal of Long Term Care and Insurance 53,121,609 48,996,940 50,238,350 57,235,862 200,502,860 52,398,215
Service Management (new in FY 2005-06)
Single Entry Points
Disease Management
ASO Administrative Fee
Subtotal of Service Management
[TOTAL 180,617,476 149,068,786 153,455,747 193,242,261 685,384,270 171,346,068
Bottom Line Financings
Prior Fiscal Year Accounts Payable 0 205,405 0 205,405 68,468
Nursing Facility Upper Payment Limit 0 [ 0 [ 0
Inpatient Upper Payment Limit 0 0 0 0 0
Outpatient Upper Payment Limit 0 0 0 0 0
Home Health Upper Payment Limit 0 0 0 0 0
[Total Bottom Line Financings 0 205,405 0 205,405 68,468
Grand Total 180,617,476 149,274,191 153,455,747 492,347.414 164,115,805
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October 2006 -- Initial Forecast
Five Year Forecast
Medicaid Caseload Only

Low Baby
Income  Expansion Care Foster Non-
SSI 65 SSI 60-64 QMB/SLM SSI Disabled Adult Adults Adult BCCTP Children Children  Citizens TOTAL

[FY 2005-06 Actual 36,219 6,048 11,012 47,565 57,747 0 5,050 188 213,600 16,311 5,959 399,699

Current FY 2006-07 Appropriation

Traditional Medicaid 36,224 6,125 12,570 47,095 59,336 0 4,630 156 214,603 16,999 6,309 404,047

Expansion Medicaid (Legal Immigrants) 812 116 0 700 676 0 260 0 856 92 0 3,512

Expansion Medicaid (1262) 0 0 0 652 3,115 4,850 0 67 12,979 0 0 21,663

TOTAL CASELOAD 37,036 6,241 12,570 48,447 63,127 4,850 4,890 223 228,438 17,091 6,309 429,222
Year-to-Date FY 2006-07 Caseload (through August)

Traditional Medicaid 36,112 5,969 12,150 48,069 57,883 0 5,071 208 214,426 16,412 6,381 402,681

Expansion Medicaid (unknown) 0 0 0 0 0 0 0 0 0 0 0 0

TOTAL CASELOAD 36,112 5,969 12,150 48,069 57,883 0 5,071 208 214,426 16,412 6,381 402,681
[Preliminary FY 2006-07 Reforecast

Traditional Medicaid (General Fund) 35,581 5,944 12,535 46,962 57,677 0 4,799 161 213,485 16,701 6,470 400,315 1.03%
Caseload that Can Be Funded with HCF 812 116 0 1,352 3,040 2,364 260 69 10,708 92 0 18,813

TOTAL CASELOAD 36,393 6,060 12,535 48,314 60,717 2,364 5,059 230 224,193 16,793 6,470 419,128
JPreliminary FY 2007-08

Traditional Medicaid (General Fund) 36,157 6,150 13,334 47,353 58,341 0 4,928 195 215,398 17,531 6,967 406,354 1.51%
Caseload that Can Be Funded with HCF 812 116 0 1,477 5,011 4,335 260 83 18,918 92 0 31,104 65.33%
TOTAL CASELOAD 36,969 6,266 13,334 48,830 63,352 4,335 5,188 278 234,316 17,623 6,967 437,458 4.37%
JPreliminary FY 2008-09
Traditional Medicaid (General Fund) 36,723 6,354 14,123 47,726 59,085 0 5,072 227 219,024 18,354 7,490 414,178 1.93%
Caseload that Can Be Funded with HCF 812 116 0 1,477 5,141 4,465 260 97 19,460 92 0 31,920 2.62%
TOTAL CASELOAD 37,535 6,470 14,123 49,203 64,226 4,465 5,332 324 238,484 18,446 7,490 446,098 1.98%
JPreliminary FY 2009-10
Traditional Medicaid (General Fund) 37,856 6,558 14,911 48,100 60,401 0 5,408 260 224,349 18,354 8,012 424,209 2.42%
Caseload that Can Be Funded with HCF 812 116 0 1,477 5,275 7,329 260 111 20,018 92 0 35,490 11.18%
TOTAL CASELOAD 38,668 6,674 14,911 49,577 65,676 7,329 5,668 371 244,367 18,446 8,012 459,699 3.05%
JPreliminary FY 2010-11
Traditional Medicaid (General Fund) 37,856 6,762 15,700 48,473 62,201 0 5,978 293 230,649 20,000 8,535 436,447 2.88%
Caseload that Can Be Funded with HCF 812 116 0 1,477 5,413 7,760 260 125 20,593 92 0 36,648 3.26%
TOTAL CASELOAD 38,668 6,878 15,700 49,950 67,614 7,760 6,238 418 251,242 20,092 8,535 473,095 2.91%
JPreliminary FY 2011-12
Traditional Medicaid (General Fund) 38,423 6,966 16,488 48,846 64,001 0 6,750 326 236,649 20,822 9,058 448,329 2.72%
Caseload that Can Be Funded with HCF 812 116 0 1,477 5,413 7,760 260 140 20,593 92 0 36,663 0.04%
TOTAL CASELOAD 39,235 7,082 16,488 50,323 69,414 7,760 7,010 466 257,242 20,914 9,058 484,992 2.51%
3
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Five Year Forecast -- Per Capita Estimate

Low Baby
Income Expansion Care Foster Non-
SSI 65 SSI| 60-64 QMB/SLM SSI Disabled Adult Adults Adult BCCTP Children Children Citizens TOTAL
Current FY 2006-07 Appropriatior
H.B. 06-1385 $18,923.35 $13,290.53 $952.10 $11,661.30 $3,746.06 $2,505.32 $7,761.05 $22,908.68 $1,472.82 $3,386.80 $9,804.04
S.B. 06-131 $51.97 $19.04 $0.00 $6.87 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
S.B. 06-165 $2.89 $2.03 $0.15 $1.78 $0.57 $0.38 $1.19 $3.50 $0.23 $0.52 $1.50
$18,978.22 $13,311.60 $952.25 $11,669.95 $3,746.63 $2,505.70 $7,762.24 $22,912.18 $1,473.05 $3,387.32 $9,805.54
Current Caseload 37,036 6,241 12,570 48,447 63,127 4,850 4,890 223 228,438 17,091 6,309
Cost 702,877,639 83,077,702 11,969,727 565,374,087 236,513,690 12,152,660 37,957,338 5,109,417 336,499,503 57,892,650 61,863,147 2,111,287,559
New Forecast Caseload
Traditional 35,581 5,944 12,535 46,962 57,677 0 4,799 161 213,485 16,701 6,470 400,315
Expansion 812 116 0 1352 3,040 2.364 260 69 10,708 22 0 18,813
36,393 6,060 12,535 48,314 60,717 2,364 5,059 230 224,193 16,793 6,470 419,128
Cost Per Client $18,978.22 $13,311.60 $952.25 $11,669.95 $3,746.63 $2,505.70 $7,762.24 $22,912.18 $1,473.05 $3,387.32 $9,805.54
Traditional $675,263,942 $79,124,156  $11,936,398  $548,044,211 $216,094,541 $0  $37,250,974 $3,688,861  $314,473,058 $56,571,596 $63,441,838 $2,005,889,576
Expansion $15,410,312 $1,544,146 $0 $15.777,773 $11,389,764  $5.923.482 $2,018,182 $1,580,941 $15,773,368 $311.,633 $0 $69,729.600
$690,674,254 $80,668,302  $11,936,398  $563,821,984 $227,484,305 $5923,482  $39,269,156 $5,269,802  $330,246,426  $56,883,229  $63,441,838 $2,075,619,177
Bottom Line Financing
Traditional GF 337,631,971 39,562,078 5,968,199 274,022,105 108,047,271 0 18,625,487 1,291,102 157,236,529 28,285,798 31,720,919 $1,002,391,459  $996,821,857 ($13,200,000)  $989,191,459
Traditional FF 337,631,971 39,562,078 5,968,199 274,022,105 108,047,271 0 18,625,487 2,397,760 157,236,529 28,285,798 31,720,919 $1,003,498,117
Expansion CFE 7,705,156 772,073 0 7,888,886 5,694,882 2,961,741 1,009,091 553,329 7,886,684 155,817 0 $34,627,659 $55,640,318 $13,200,000 $47,827,659
Expansion FF 7,705,156 772,073 0 7.888.886 5,694,882 2.961,741 1,009,091 1,027,611 7.886,684 155,817 0 $35,101,941 $1,058,825.384 $1,038,600,059
690,674,254 80,668,302 11,936,398 563,821,984 227,484,305 5,923,482 39,269,156 5,269,802 330,246,426 56,883,229 63,441,838 $2,075,619,177 $2,111,287,559) $2,075,619,177
FORECAST
Per Capita Increase Used -- 3.0% Rough Estimate
FY 2007-08 Percapita Estimates $19,547.56 $13,710.95 $980.81 $12,020.05 $3,859.03 $2,580.87 $7,995.10 $23,599.55 $1,517.24 $3,488.94 $10,099.71
FY 2008-09 Per Capita Estimates $20,133.99 $14,122.28 $1,010.24 $12,380.65 $3,974.80 $2,658.30 $8,234.96 $24,307.53 $1,562.75 $3,593.61 $10,402.70
FY 2009-10 Per Capita Estimates $20,738.01 $14,545.95 $1,040.54 $12,752.07 $4,094.05 $2,738.05 $8,482.01 $25,036.76 $1,609.64 $3,701.41 $10,714.78
FY 2010-11 Per Capita Estimates $21,360.15 $14,982.32 $1,071.76 $13,134.63 $4,216.87 $2,820.19 $8,736.47 $25,787.86 $1,657.93 $3,812.46 $11,036.22
FY 2011-12 Per Capita Estimates $22,000.96 $15,431.79 $1,103.91 $13,528.67 $4,343.37 $2,904.80 $8,998.56 $26,561.50 $1,707.66 $3,926.83 $11,367.31
FY 2007-08 Funding with Forecasted Caseload & Per Capitas
General Fund $353,390,628 $42,161,168 $6,539,080  $284,592,688 $112,569,887 $0  $19,699,936 $1,610,669  $163,404,861 $30,582,281 $35,182,324 $1,049,733,523 ($13,200,000) $1,036,533,523
CFE $7,936,311 $795,235 $0 $8,876,806 $9,668,804  $5,594,045 $1,039,364 $685,567 $14,351,541 $160,491 $0 $49,108,163 $13,200,000 $62,308,163
Federal Funds $361,326.939 $42,956,403 $6.539.080  $293.469.494 $122,238,692 $5594.045  $20.739,299 $4,264,438  $177,756.402 $30,742,772 $35,182,324 $1,100,809.889 $1,100,809,889
TOTAL $722,653,879 $85,912,806  $13,078,160  $586,938,988 $244,477,383 $11,188,090  $41,478,599 $6,560,674  $355,512,804 $61,485,544 $70,364,647 $2,199,651,575 $2,199,651,575 5.98%
FY 2008-09 Funding with Forecasted Caseload & Per Capitas
General Fund $369,690,267 $44,866,475 $7,133,791  $295,439,460 $117,425,611 $0  $20,883,851 $1,931,234  $171,140,280 $32,978,518 $38,958,098 $1,100,447,584 ($13,200,000) $1,087,247,584
CFE $8,174,400 $819,092 $0 $9,143,110 $10,217,230  $5,934,656 $1,070,544 $825,241 $15,205,593 $165,306 $0 $51,555,173 $13,200,000 $64,755,173
Federal Funds $377.864,667 $45,685,568 $7.133,791  $304.582,570 $127,642,841 $5.934.656  $21,954,395 $5,119,167  $186,345.873 $33,143.824 $38,958,098 $1,154,365,450 $1,154,365.450
TOTAL $755,729,334 $91,371,135  $14,267,582  $609,165,141 $255,285,682 $11,869,311  $43,908,791 $7,875,641  $372,691,746 $66,287,648 $77,916,197 $2,306,368,207 $2,306,368,207 4.85%
FY 2009-10 Funding with Forecasted Caseload & Per Capitas
General Fund $392,529,057 $47,696,156 $7,757,779  $306,687,281 $123,642,262 $0  $22,935,343 $2,278,345  $180,560,145 $33,967,874  $42,923,398 $1,160,977,641 ($13,200,000) $1,147,777,641
CFE $8,419,632 $843,665 $0 $9,417,404 $10,798,049 $10,033,582 $1,102,661 $972,678 $16,110,850 $170,265 $0 $57,868,785 $13,200,000 $71,068,785
Federal Funds $400,948,690 $48,539,821 $7.757.779  $316.104,684 $134,440,310 $10,033,582  $24,038,004 $6,037,615  $196,670.994 $34,138.139  $42,923,398 $1,221,633,017 $1,221,633,017
TOTAL $801,897,379 $97,079,642  $15,515559  $632,209,369 $268,880,621 $20,067,164  $48,076,008 $9,288,638  $393,341,988 $68,276,277  $85,846,796 $2,440,479,442 $2,440,479,442 5.81%
FY 2010-11 Funding with Forecasted Caseload & Per Capitas
General Fund $404,304,929 $50,655,238 $8,413,322  $318,337,508 $131,146,711 $0  $26,113,296 $3,777,922  $191,199,414  $38,124,561 $47,097,072 $1,219,169,974 ($13,200,000) $1,205,969,974
CFE $8,672,221 $868,975 $0 $9,699,926 $11,412,954 $10,942,341 $1,135,741 $1,611,741 $17,070,829 $175,373 $0 $61,590,100 $13,200,000 $74,790,100
Federal Funds $412,977.150 $51,524,213 $8.413.322  $328,037.434 $142,559,665 $10,942.341  $27,249,037 $5,389,664  $208,270.242 $38,299.934  $47,097.072 $1,280,760,074 $1,280,760,074
TOTAL $825,954,301 $103,048,426 $16,826,645 $656,074,868 $285,119,330 $21,884,681  $54,498,074 $10,779,327  $416,540,485 $76,599,868 $94,194,144 $2,561,520,148 $2,561,520,148 4.96%
FY 2011-12 Funding with Forecasted Caseload & Per Capitas
General Fund $422,671,348 $53,748,938 $9,100,664  $330,410,731 $138,990,149 $0  $30,370,139 $3,030,667 $202,058,386  $40,882,225 $51,482,535 $1,282,745,782 ($13,200,000) $1,269,545,782
CFE $8,932,388 $895,044 $0 $9,990,923 $11,755,343 $11,270,611 $1,169,813 $1,301,513 $17,582,953 $180,634 $0 $63,079,223 $13,200,000 $76,279,223
Federal Funds $431,603.736 $54,643,982 $9.100.664  $340.401.654 $150,745,492 $11,270.611  $31,539,952 $8,045478  $219.641,339 $41,062.859 $51.482,535 $1,349,538,302 $1,349,538,302
TOTAL $863,207,471  $109,287,964  $18,201,328  $680,803,308 $301,490,983 $22,541,222  $63,079,904 $12,377,659  $439,282,678 $82,125,719 $102,965,070 $2,695,363,306 $2,695,363,306 5.23%
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Health Care Policy and Financing
5-Year Forecast -- October 2006

Source: JBC Staff Working Paper/MJB

FY 2006-07 FY 2006-07 FY 2007-08 Growth FY 2008-09 Growth FY 2009-10 Growth FY 2010-11 Growth FY 2011-12 Growth
Appropriation New Estimate Forecast Over App. Forecast Prior Year Forecast Prior Year Forecast Prior Year Forecast Prior Year
Executive Director's 87,278,411 87,451,818 87,451,818 173,407 87,451,818 0 87,451,818 0 87,451,818 0 87,451,818 0
FTE 226.7 230.7 230.7] 0 230.70 0.0 230.70 0.0 230.70 0.0 230.70 0.0
General Fund 29,131,557| 29,205,515 29,205,515 73,958 29,205,515 0 29,205,515 0 29,205,515 0 29,205,515 0
Cash Funds 422,375 422,375 422,375 0 422,375 0 422,375 0 422,375 0 422,375 0
Cash Funds Exempt 5,197,296 5,197,296 5,197,296 0 5,197,296 0 5,197,296 0 5,197,296 0 5,197,296 0
Federal Funds 52,527,183 52,626,632 52,626,632 99,449 52,626,632 0 52,626,632 0 52,626,632 0 52,626,632 0
Medical Services Premiums 2,111,287,559 2,075,619,177] 2,199,651,575( 88,364,016 2,306,368,207|| 106,716,632 2,440,479,442 134,111,235 | 2,561,520,148)| 121,040,706 2,695,363,306| 133,843,159
General Fund 996,821,857 989,191,459 1,036,533,523 39,711,666 1,087,247,584|| 50,714,061 1,147,777,641 60,530,056 || 1,205,969,974) 58,192,333 1,269,545,782 63,575,808
Cash Funds 76,512 76,512 76,512 0 76,512 0 76,512 0 76,512 0 76,512 0
Cash Funds Exempt 55,563,806 47,751,147, 62,231,651 6,667,845 64,678,661 2,447,010 70,992,273 6,313,612 74,713,588 3,721,315 76,202,711 1,489,123
Federal Funds 1,058,825,384 1,038,600,059 1,100,809,889 41,984,505 1,154,365,450| 53,555,561 1,221,633,017| 67,267,567 || 1,280,760,074) 59,127,057 1,349,538,302 68,778,228
Medicaid Mental Health 211,550,200 222,623,297 235,952,147 24,401,947 248,057,470)| 12,105,323 258,616,471 10,559,001 | 275,307,633 16,691,162 289,277,645 13,970,012
General Fund 87,803,777| 93,724,246| 99,061,015 11,257,238 104,894,884 5,833,869 109,620,116| 4,725,232 | 117,687,005 8,066,889 124,510,524 6,823,519
Cash Funds 0| [ 0| 0 0| 0 0| 0 0| 0 0| 0
Cash Funds Exempt 33,783,245 32,584,294 33,911,174 127,929 34,129,165 217,991 34,682,571 553,406 34,960,360 277,789 35,120,876 160,516
Federal Funds 89,963,178 96,314,757| 102,979,958 13,016,780 109,033,421 6,053,463 114,313,784 5,280,363 | 122,660,268 8,346,484 129,646,245 6,985,977
Indigent Care Program 444,110,702 444,110,702 471,205,213 27,094,511 482,109,390 10,904,177 493,510,228 11,400,838 500,820,345 7,310,117 494,130,462 6,310,117
General Fund 20,016,698| 20,016,698| 38,128,659 18,111,961 42,722,719 4,594,060 47,813,440 5,090,721 48,813,440( 1,000,000 35,813,440 (13,000,000)
Cash Funds 192,072 192,072 192,072 0 192,072 0 192,072 0 192,072 0 192,072 0
Cash Funds Exempt 216,365,831 216,365,831 217,544,256 1,178,425 218,789,433 1,245,177 220,034,610 1,245,177 | 221,279,787 1,245,177 222,524,964 1,245,177
Federal Funds 207,536,101 207,536,101 215,340,226 7,804,125 220,405,166 5,064,940 225,470,106 5,064,940 230,535,046| 5,064,940 235,599,986 5,064,940
Other Medical Services 126,688,250 126,688,250 128,588,250 1,900,000 130,488,250| 1,900,000 132,388,250| 1,900,000 || 134,288,250 132,388,250 136,288,250 2,000,000
General Fund 74,396,494 74,396,494 76,296,494 1,900,000 78,196,494 1,900,000 80,096,494 1,900,000 81,996,494 1,900,000 83,996,494 2,000,000
Cash Funds 0| 0| 0| 0 0| 0 0| 0 0| 0 0| 0
Cash Funds Exempt 34,354,864 34,354,864 34,354,864 0 34,354,864 0 34,354,864 0 34,354,864 0 34,354,864 0
Federal Funds 17,936,892 17,936,892 17,936,892 0 17,936,892 0 17,936,892 0 17,936,892 0 17,936,892 0
DHS Programs See DHS See DHS See DHS n/a See DHS n/a See DHS n/a See DHS n/a See DHS n/a
General Fund See DHS See DHS See DHS n/a See DHS n/a See DHS n/a See DHS n/a See DHS n/a
General Fund Exempt See DHS See DHS See DHS n/a See DHS n/a See DHS n/a See DHS n/a See DHS n/a
Cash Funds See DHS See DHS See DHS n/a See DHS n/a See DHS n/a See DHS n/a See DHS n/a
Cash Funds Exempt See DHS See DHS See DHS n/a See DHS n/a See DHS n/a See DHS n/a See DHS n/a
Federal Funds See DHS See DHS See DHS n/a See DHS n/a See DHS n/a See DHS n/a See DHS n/a
DEPARTMENT TOTAL w/o DHS Programs 2,980,915,122 2,956,493,244 3,122,849,003( 141,933,881 3,254,475,135( 131,626,132 3,412,446,209 157,971,074 || 3,559,388,194] 146,941,985 3,702,511,481) 143,123,288
FTE 226.70 230.70 230.70 4.0 230.7 0.0 230.7, 0.0 230.7] 0.0 230.7] 0.0
General Fund 1,208,170,383] 1,206,534,412| 1,279,225,206 71,054,823 1,342,267,196 63,041,990 1,414,513,206| 72,246,009 || 1,483,672,428 69,159,222 1,543,071,755 59,399,327
Cash Funds 690,959 690,959 690,959 0 690,959 0 690,959 0 690,959 0 690,959 0
Cash Funds Exempt 345,265,042 336,253,432 353,239,241 7,974,199 357,149,419 3,910,178 365,261,614 8,112,195 370,505,895 5,244,281 373,400,711 2,894,816
Federal Funds 1,426,788,734| 1,413,014,441| 1,489,693,597| 62,904,859 1,554,367,561| 64,673,964 1,631,980,431 77,612,870 1,704,518,912)| 72,538,481 1,785,348,057| 80,829,145
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Appendix H:
M edicaid Services Definitions

Brain Injury Waiver: The Brain Injury program offers an intensive, community-based care
alternative to individuals with acquired and traumatic brain injuries who would otherwise remain
hospitalized.

Class| Nursing Facilities: These nursing facilities provide servicesto clients, mostly elderly,
who pass the nursing facility level of screen. The rates for these facilities are established in State
Statute (put in more specific information).

Class11/1V Nursing Facilities: Refersto nursing facilities for physically or developmentally
disabled individuals. Under the Health Care Policy and Financing portion of Medicaid data, this
excludes the Regional Centers (also Class IV nursing facilities) which are operated and managed
by the Colorado Department of Human Services (DHS).

County Transportation or Non-Emergency Transportation: This service includes non-
emergency or non-wheelchair transportation services necessary to access health care services.

Day Program: Part of the Home and Community Based Services for the Developmentally
Disabled, thisisthe day program part of the waiver.

Durable Medical Equipment and Supplies. This service includes items ranging from
wheelchair to oxygen to disposable medical supplies.

Emergency Transportation: This service includes ambulance services and transportation
provided to personsin wheelchairs.

F Plan: Family Planning refers to services which are paid through the family planning clinics for
which an annual capitation is paid for al family planning services for one eligible for one year.
Other family planning services are paid through the service categories (e.g. physician services,
pharmacy) through which the claimis paid. 90 percent Federa Financial Participation is
available for family planning services.

Federally Qualified Health Centers/Rural Clinics: The federal OBRA '89 required the
recognition of a group of clinics which are federally designated Federally Qualified Health
Centers. These clinics are reimbursed at 100 percent of alowable costs. Rura clinics which are
federally designated fro serving under-served areas are reimbursed using Medicare payment
rates.

Health Insurance Buy-In: This program pays the premium and coinsurance/deductible

payments for private health insurance policies for Medicaid clients when it can be shown to be
cost effective.

13-Dec-06 207 Appendix E



Health Maintenance Organization (HMO) or Managed Care Organization: The HMO
service category covers a broad spectrum of services ranging from physicians care to inpatient
hospital care. These organizations are frequently called Managed Care Organizations (MCQOs).

HCBS EBD/CM: Home and Community Based Services for the Elderly, Blind and Disabled
Case Management refers to the case plan development and management services provided to
eligibles who qualify for nursing home care, but through passing the scrutiny of the Most in Need
Screen have qualified for the walvered alternative to nursing home care program.

HCBS EBD/CS: Home and Community Based Services for the Elderly, Blind and Disabled
Client Services refers to the actual service package consisting of items such as personal care,
therapies, home headlth care, etc., provided to eligibles who qualify for nursing home care, but
through passing the scrutiny of the Most in Need Screen have qualified for the waivered
alternative to nursing home care program. In all respects, clientsin the HCBS programs look like
nursing home clients. These costs have been rolled together into one HCBS-EBD budget
projection.

HCBSPLWA: Home and Community Based Services for Persons Living with AIDS is another
waivered alternative to nursing home care program.

HH: Home Health Care services include nursing, home health aides, physical therapy,
occupational therapy, and speech therapy provided in the home.

Hospice Care. These services are for providing care to an eligible client for whom a certified
medical prognosis has been made indicating alife expectancy of six months or less and who has
elected to receive such care.

Inpatient: Inpatient Hospital Care. This service can be paid through the DRG "Diagnosis
Related Grouping" system or, on alimited basis, per diem.

Lab/X-ray: Laboratory and Radiology services.

Outpatient: Outpatient Hospital Servicesincludes al hospital-based outpatient care ranging
from emergency room to hospital based clinic care.

Physician Services. These services are those ranging from family practices to specialty care
(e.g. surgeons, psychiatrists).

Prescription Drugs: Includes payment for all drugs provided through Medicaid including those

dispensed in nursing homes, but excluding those which are dispensed in the inpatient hospital
setting.
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Prescription Drug Rebate: OBRA '90 changed the payment and formulary requirements for the
Medicaid prescription drug optional benefit. In an effort to offset the additional costs related to
the items above, manufacturers rebate Medicaid drug expenses for certain items.

PACE: Programsfor the All-inclusive Care for the Elderly. Thisisaproject designed to
provide al needed care for long-term care eligibles, under a capitated method of payment.

Residential Program: Part of the Home and Community Based Services for the
Developmentally Disabled, isthe residential care provided for under the waiver.

RTC: Residential Treatment Centers for out of home placement children, specifically providing
amental health component of care. Related to Residential Child Care Facilities.

Single Entry Point. Authorized by H.B. 91-1287, these services are intended to provide
improved access and cohesive case management for clients eligible for long-term care.

SMIB: Supplemental Medicare Insurance Benefit. Part A and Part B premium payments for
eligibles who are both Medicare and Medicaid eligible. Because Medicaid is designed to be the
payer of last resort, federal financial participation isnot available for Medicaid services which
Medicare would have paid, had the dually-eligible client been enrolled.

TCM-DD: Targeted Case Management -- Developmentally Disabled. Case Management
services under the HCBS waiver for the Developmentally Disabled.

Title XVIII: Title XVIII refersto Title XVIII of the Socia Security Act, i.e. Medicare. Refers
to the Medicare Coinsurance and Deductibles paid on behalf of dually eligible persons.

Under 21 Psych: Private Psychiatric Hospital Care for Person Under Age 21. Thisserviceis
replicated through the Department of Human Services portion of the data, except through State-
owned and operated hospitals.

Unknown: Refersto appea or adjustment activity which is not necessarily specific to one single

clam/eligible or for a client who no longer has an active eligibility span on the recipient
eligibility filein the Medicaid Management Information System (MMIS).
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Explanation of Department'sLine ltem

Executive Director's Office

Personal Services: Includes all salaries and wages, whether to full-time, part-time, or
temporary employees of the state, and also includes the state's contribution to the public
employee's retirement fund, the state's share of federal Medicare tax paid for state
employees, payments for unemployment insurance, and tuition reimbursement. Theline
item also contains professional services expenditures (services paid to contracted
professionals) and temporary services expenditures (contracted administrative, clerical, or
casual labor). The history in the Number Pages reflects the total personal servicesfor the
Department.

Health, Life, and Dental: Provides the State's contribution to employee health, life, and
dental insurance pursuant to Section 24-50-609, Colorado Revised Statutes.

Short-term Disability: Provides the State's contribution for employee short-term disability
pursuant to Section 24-50-603, Colorado Revised Statutes.

SB. 04-257 Amortization Equalization Disbursement: This line item increases the
employer contribution to the PERA Trust Fund to amortize the unfunded liability in the
Trust Fund beginning in January 2006.

Salary Survey and Senior Executive Service: Contains the annual salary increases based
on the survey of job and wage classifications performed by the Department of Personnel
to Section 24-50-104 (c) (1V) (4), Colorado Revised Statutes, and the common policies
established by the Joint Budget Committee.

Performance-based Pay Awards. Contains the performance-based pay awards based on
demonstrated ability for satisfactory quality and quantity of performance. Each employee
undergoes an annual performance evaluation, which is used to determine potential merit
based salary increases each fiscal year. Each State department must abide by parameters
established by the Department of Personnel.

Worker's Compensation: Provides the State's contribution for worker's compensation.
Operating Expenses: Includes expenditures for supplies and materials that are

consumable and have a useful life of less than one system. Also includes charges for
utilities, trash removal, custodial services, telecommunications, data processing,
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advertising, freight, rentals of equipment and property, storage, parking, minor repair or
maintenance, and printing and reproduction, and insurance premiums, dues, subscriptions,
etc. The history inthe Number Pages reflects the total for the Department.

Legal Servicesand Third Party Recovery Legal Services: Thisisthe Department's
representation of the cost of purchasing legal services from the Department of Law. This
Department's request represents the rate set by the Governor's Office of Strategic
Planning and Budgeting; however, during Figure Setting the Joint Budget Committee will
set acommon policy rate for these services.

Administrative Law Judge Services. This appropriation is for the purchase of
administrative law judge and paralegal services from the Division of Administrative
Hearings in the Department of Personnel and Administration. The State appropriates
these funds based upon a historical cost allocation methodology.

Computer Systems Costs: Funding for computer system services provided to the
Department by the General Governmental Computer Center (GGCC).

Payment to Risk Management and Property Funds: Thisis a statewide allocation
appropriated to each department based on a shared risk formula and is used by
departments to pay for two programs in the Department of Personnel and Administration:
The State Liability Program and the State Property Program.

Capitol Complex Leased Space: Thisisthe amount allocated to the Department based on
the Department's square foot usage in the Capitol Complex.

Commercial Leased Space: Thisisthe amount allocated for private |ease space
payments.

Transfer to the Department of Human Services for Related Administration: The
Department has a shared services agreement with the Department of Human Services to
support 1.0 FTE for the Baby Care Program help desk and Information Technology
services activities.

Medicaid Management Information System Contract: Provides funding for the contract
for the operation of the Medicaid Management Information System used to pay Medicaid
provider claims and provide management information to assist the Department in the
operation of the Medicaid program.
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Medicaid Management Information System Reprocurement: Thisline item was added in
FY 2004-05 to reflect the administrative costs associated with rebidding the MMIS
system as required by the Centers for Medicare and Medicaid Services. These expenses
are anticipated to be eliminated after FY 2007-08.

CBMSEligibility Audit-Transfer to State Auditor: Thisline item represents expenditures
for astate audit of CBMS eligibility functions that was performed by the State Auditor's
Office.

HIPAA Web Portal Maintenance: Thisline item provide the administrative funding to
maintain the Department's Internet and Intranet web sites and provides an application for
claims to be submitted to the MMIS system as required by HIPAA.

HIPAA National Provider Identifier Assessment and Implementation: Thislineitem
represents the funding needed by the Department to comply with the HIPAA rule on
national provider identification. Funding thislineitem is not necessary after FY 2006-07.

Medical Identification Cards: Provides funds to produce and mail Medicaid
identification cards to each Medicaid recipient or family and also to mail identification
cards for the Old Age Pension Medical Program.

Department of Public Health and Environment Facility Survey and Certification: Funds
survey and certification by Department of Public Health and Environment of nursing
facilities, hospices, home health agencies, and home and community based service
agencies as required by federal regulations.

Acute Care Utilization Review: Funding for utilization review for acute care activities as
required by federal regulation. Thisline item was areorganization from last year.

Long-Term Care Utilization Review: Funding for utilization review for long-term care
activities as required by federal regulation. Thisline item was a reorganization from last
year.

External Quality Review: Funding for external review of quality of services as required
by federal regulation. Thislineitem was areorganization from last year.

Drug Utilization Review: Funding for utilization review for drug uses as required by
federal regulation. Thisline item was areorganization from last year.
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Mental Health External Quality Review: Funding for the contract to review the quality of
mental health services provided to Medicaid clients.

Actuarial analysis Payments for Transfer to Sate Auditor's Office & Mental Health
Actuarial Services: The funding in this line item represents the funding that was
transferred to the State Auditor's Office to conduct an analysis of the actuary rates for
mental health.

Early and Periodic Screening, Diagnosis, and Treatment Program: Funding for outreach
and case management services for the Early and Periodic Screening, Diagnosis and
Treatment program required by federal regulations and performed via agreement with the
Department of Public Health and Environment.

Nursing Facility Audits. For contracting with an independent accounting firm to perform
audits of nursing facility cost reports for rate setting.

Hospital and Federally Qualified Health Clinic Audits. For contracting with an
independent accounting firm for audit of cost and rate datafor Medicaid hospitals,
Federally Qualified Health Clinics and Rural Health Clinics. The audited cost reports are
the basis for setting annual facility ratesto cover the reasonable and necessary costs of an
efficiently run facility.

Nursing Home Preadmission and Resident Assessments: For screening and reviews
mandated by federal law in OBRA-87 to determine appropriateness of nursing home
placements for those with major mental illnesses or developmental disabilities.

Nurse Aide Certification: To pay the Department of Regulatory Agenciesfor the
Medicaid portion of the federal requirement to certify nurse aids working in Medicaid
facilities.

Nursing Home Quality Assessments: Funding for Department of Public Health and

Environment for enforcement of federal quality assessment regulations in nursing homes.

Estate Recovery: A contractor operated program to recover funds from estates of
Medicaid clients over age 55, who reside in nursing facilities or are the recipients of long-
term care. The Department contracts with a private sector entity that pursues the
recoveries on a contingency fee basis.
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Sngle Entry Point Administration: Funds the administrative costs of training, resource
materials, data and financia reporting, and staff travel to provide technical assistance to
and monitoring of Single Entry Point agencies.

Sngle Entry Point Audits: Funding to support annual audits of Single Entry Point
agencies performed by the Department of Human Services field audit staff through an
Interagency Agreement.

B 97-05 Enrollment Broker: Provides funding to contract for a broad range of managed
care enrollment and disenrollment functions to promote voluntary enrollment by
Medicaid clients into managed care organizations.

HB 01-1271 Medicaid Buy-in: Provides funding for a program for personsto purchase
medical assistance for a period of time after the person is no longer eligible for Medicaid
until the person is entirely self-sufficient (826-4-110.5).

Non-Emergency Transportation: This line item provides the necessary transportation
costs for Medicaid clients to acces care for their non-emergency medical needs.

M edical Services Premiums

Medical Service Premiums. Total Medicaid funding for the different eligibility groups.
The digibility groups are identified for policy and planning purposes only. An
explanation of the different eligibility groupsisfound in Appendix B.

M edicaid M ental Health Community Programs

These line items are discussed as part of the Mental Health Services briefings, hearings,
and figure settings.

I ndigent Care Program

Safety Net Provider Payments. Contains all funding for the Disproportionate Share
Program and Mgjor Teaching Hospital Program. Payments are made to hospitals for
caring for a disproportionate share of indigent patients.

The Children's Hospital, Clinic Based Indigent Care: Provides funding to offset a

portion of CICP clinic-based provider's uncompensated costs to provide medical care to
indigent persons. These clinics are located primarily outside the Denver metro area.
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Pediatric Speciality Hospital: Thisanew lineitemin FY 2005-06 to provide additional
funding to pediatric specialty hospitals to help offset the costs of providing care to alarge
number of Medicaid and indigent care clients.

HB 97-1304 Children's Basic Health Plan Trust: To provide for paymentsto the
Children's Basic Health Plan Trust Fund from which the State's share of the costs of
operating and providing medical and dental servicesto enrolleesin the Children's Basic
Health Plan are funded.

Children's Basic Health Plan Administration: Funds the costs of contracts to provide for
the administration of the Children's Basic Health Plan.

Children's Basic Health Plan Premium Costs. Funds the costs of authorized medical
services to eligible low-income children enrolled in the Children's Basic Health Plan and
low-income adult pregnant women.

Children's Basic Health Plan Dental Benefit Costs. Funds the costs of authorized dental
servicesto eligible low-income children enrolled in the Children's Basic Health Plan.

Comprehensive Primary and Preventive Care Fund: This Fund was created by the
General Assembly as atechnical adjustment in order to reflect payment directly from the
Tobacco Litigation Settlement Trust to the Comprehensive Primary and Preventive Care
Grants Fund with subsequent appropriation to the Comprehensive Primary and Preventive
Care Grants Program.

Comprehensive Primary and Preventive Care Grants Program: A program funded
through monies from the tobacco litigation settlement that provides the opportunity for
low-income, uninsured Colorado residents to receive preventive health care services that
otherwise they might not access. The program provides grants to health care providers to
expand primary preventive health care services to low-income, uninsured residents of
Colorado.

Other Medical Services

Home Care Allowance: Thisisnot aMedicaid program or service; however, most Home
Care Allowance eligibles are also Medicaid-eligible. Services arefor person residingin
their own homes and include personal care and supportive services. While these services
are not medical in nature, they do represent an important component o f a*continuum” of
long-term care. It isfunded through 95 percent General Fund and 5 percent local match
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(note that the 5 percent local match may not grow faster than 5 percent over the prior year
actual for any single county).

Adult Foster Care: Thisisnot aMedicaid program or service; however, many Adult
Foster Care eligibles are also Medicaid eligible. This providesresidential care with
supervision for client medications, etc. While these services are not as extensive as those
rendered in a nursing home, they do represent an important component of a"continuum®
of long-term care. It isfunded through 95 percent General Fund and a 5 percent local
match.

Old Age Pension State Medical Program: Funding for the medical servicesto eligible
individuals in the state old age pension program.

University of Colorado Family Medicine Residency Training Programs. Provides
Medicaid funding for the Colorado Family Residency Training Program operated by the
Department of Higher Education/University of Colorado/Health Sciences Center.

Enhanced Prenatal Care Training and Technical Assistance: Funds a program operated
viaan Interagency Agreement with the Department of Public Health and Environment to
train health care providers in coordinating and evaluating services for at-risk pregnant
women with the goal of reducing low-weight births.

Nurse Home Visitor Program: Medicaid funding related to nurse home visitor program
which provides help to at-risk families.

B 97-101 Public School Health Services: Funds services provided under contracts with

public school districts, boards of cooperative services, and state K-12 educational
institutions to Medicaid eligible children in school-based health clinics.

Department of Human Services M edicaid-Funded Programs

These line items are discussed as part of the Department of Human Services briefings,
hearings, and figure settings.
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FY 2006-07 Joint Budget Committee Staff Budget Briefing

Commission on Family Medicine
Graphic Overview
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COMMISSION ON FAMILY MEDICINE
OVERVIEW

Key Responsibility

> Distributesfundsfor the support of the ninefamily medicineresidency programsat hospitals
throughout the state and assists in the recruitment of residents.

Factors Driving the Budget

Funding for the Commission consists 100 percent of cash fund exempt. However, the cash fund
exempt appropriation representsatransfer of Medicaid funding from the Department of Health Care
Policy and Financing (HCPF). The appropriation for the Commission had been relatively flat until
FY 2002-03. In FY 2002-03, FY 2003-04 and FY 2004-05, the budget was reduced as part of the
statewide effort to reduce General Fund appropriations in order to balance the state budget. In FY
2002-03, each hospital residency program received approximately $211,754. In FY 2006-07, each
hospital residency program will receive approximately $189,284 from this appropriation. This
represents a decrease in state funding of approximately 10.6 percent.

Major Funding Changes FY 2005-06 to FY 2006-07

Action Cash Fund Exempt -- Total Funds Total FTE
Medicaid Cash Funds

FY 2005-06 Appropriation $1,576,502 $1,576,502 0.0

Restore a portion of

previous year budget cuts $127,056 $127,056 0.0

FY 2006-07 Appropriation* $1,703,558 $1,703,558 0.0

*Of thisamount, $851,779 is General Fund and $851,779 is Federal Funds. Thisfundingis
transferred from the Department of Health Care Policy and Financing to the Commission as cash
funds exempt.
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