The following file contains these documents:

A memorandum to Joint Budget Committee members dated March 23, 2012 detailing four
staff technical comebacks.

A memorandum to Joint Budget Committee members dated March 16, 2012 summarizing
the staff recommendation from figure setting on the tabled item: R5 Fee-for-service reform.

A memorandum to Joint Budget Committee members dated March 14, 2012 summarizing
funding recommendations from committees of reference for the Department of Health Care
Policy and Financing (submitted pursuant to the SMART Act).

A "figure setting" packet dated March 14, 2012, concerning the Department of Health Care
Policy and Financing's budget requests for FY 2012-13 (except for Mental Health programs).



MEMORANDUM

TO: Joint Budget Committee

FROM: Eric Kurtz (303-866-4952)

SUBJECT: Health Care Policy and Financing
Staff Comebacks

DATE: March 23, 2012

Staff recommends increasing the General Fund for the Department of Health Care Policy by
$62,500 and reducing cash funds from the Hospital Provider Fee by a like amount to correct
a technical error in the figure setting presentation.

Staff recommended, and the JBC approved, an increase of $250,000 total funds for
Utilization and Quality Review Contracts, Professional Service Contracts, but staff identified
the source of the $62,500 state match for the federal funds as cash funds from the Hospital
Provider Fee when it should have been General Fund. The money pays for increased prior
authorization reviews associated with a number of different strategies to reduce Medicaid
costs that were approved as part of the supplemental.

Staff recommends a reduction of $553,964, including $145,991 General Fund, for General
Professional Services and for Information Technology Contracts totaling. This money was
initially approved by the Committee for consulting and computer programming services
necessary to implement new cost sharing initiatives proposed by the Department, but
subsequently the Committee approved only the increase in cost sharing for CHP+ and no
increase in cost sharing for Medicaid. This staff recommendation is to clear up any potential
ambiguity about whether the JBC's action to deny the Medicaid cost sharing initiatives
included the necessary adjustments to the General Professional Services and Information
Technology Contracts line items.

Below is draft language for the new legislative request for information approved by the
Committee regarding copayments:

N Department of Health Care Policy and Financing, Medical Services Premiums;
Indigent Care Program -- The Department is requested to submit a report by
November 1, 2012 to the Joint Budget Committee describing the success of providers
in collecting copayments from clients for medical service programs financed by the
Department, including Medicaid, the Children's Basic Health Plan, and the Colorado
Indigent Care Program. The report should also discuss the impact of copayment
requirements on enrollment and utilization.

Below are staff recommended modifications to the Legislative Request for Information #5.
The Committee approved continuing this request for information, but updating it to reflect
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current strategies and initiatives of the Department. Rather than being specific about what
the Department is supposed to report on, the staff recommendation leaves the request more
open ended.

5 Department of Health Care Policy and Financing, Medical Services Premiums --
The Department is requested to submit a report by Nevember+26+ November 1,
2012 to the Joint Budget Committee regarding the Department's efforts to ensure that
pharmaceuticals are purchased at the lowest possible price. In—thereport—the
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MEMORANDUM

TO: Joint Budget Committee
FROM: Eric Kurtz, JBC Staff (303-866-4952)

SUBJECT: Tabled item from Health Care Policy and Financing Figure Setting --
RS Fee-for-service Reform

DATE: March 16, 2012

During figure setting for the Department of Health Care Policy and Financing the JBC tabled a
decision on R5 Fee-for-service Reform. The text below is an excerpt from the JBC staff figure
setting document that discusses the staff recommendation.

RS Fee-for-service Reform
Request: The Department's top budget priority after adjustments for the new enrollment and
expenditure forecast can be divided into three main components:

. implementing "gainsharing" incentive payments;
. studying prospective payments; and,
. studying long-term care reform.

In the gainsharing system the Department will assign clients to providers based on where they
historically sought service and assign risk scores for each client developed by the Statewide Data
Analytics Contractor. Then expected baseline expenditures will be calculated for each client based
on the Department's history with similar clients. If actual expenditures are less than the expected
baseline, then providers assigned to the client will get a share of the savings in the form of incentive
payments. The payments will be for providers participating in the Accountable Care Collaborative
(ACC). The highest incentive payments will be associated with the highest risk clients and the
Department believes this, combined with the adjustment of expected baseline expenditures for risk,
will prevent providers from trying to skim only the healthiest clients.

For FY 2012-13 the Department will implement gainsharing payments for Federally Qualified Health
Centers (FQHCs), Rural Health Centers (RHCs), and Behavioral Health Organizations. The
Department projects a 5.0 percent reduction in generic drug utilization, hospital readmissions,
outpatient hospital visits, and emergency department visits by clients assigned to FQHCs and RHCs.
The Department assumes that 50 percent of the total savings will be paid to the FQHCs and RHCs.
The projected savings from gainsharing for Behavioral Health Organizations is related to
psychotropic drug utilization.

In the prospective payment model providers would receive bundled rates that include money for
physician, specialty, and laboratory care, based on expected expenditures for specific conditions, and
then providers could retain the savings if actual costs are lower than expected. The prospective
payments would be based on the PROMETHEUS model developed by the Health Care Incentives
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Improvement Institute (HCI3). The Colorado Business Group on Health (CBGH) conducted an
analysis of the Department's payments for 21 specific conditions and concluded that 58 percent of
what the Department spends is due to potentially avoidable complications of care. The CBGH
recommended that the Department focus on six specific conditions, including diabetes,
gastoesopageal reflux disease, asthama, chronic obstructive pulmonary disease, pregnancy, and
colonoscopy. The CBGH projected that using the PROMETHEUS payment model statewide for
these six conditions the Department could achieve savings of approximately $30.0 million over a
four-year period, not including costs to implement the payment model. For FY 2012-13 the
Department proposes developing rates for a prospective payment system and then modeling the rate
structure against actual claims experience to validate whether the CBGH findings are on the right
track, and to work through any potential issues with using a prospective payment system before
potential implementation in a future year.

The Department views gainsharing and prospective payments as ways of satisfying the ACA
requirement that states increase Medicaid rates for specific primary care services to 100.0 percent
of the Medicare reimbursement rates, but with increased performance expectations that the services
of the primary care physicians impact expenditures in other parts of the health care delivery system.

With regard to long-term care reform the Department requests funding to redesign the assessment
tool for long-term care services, and to study potential savings and qualitative impacts of enhanced
palliative care, and of consolidating long-term care services in naturally occurring retirement
communities. The redesign of the assessment tool will reduce non-standardized narrative responses,
add key information that impacts the cost of care, such as mental health status and the level of family
support, and better integrate the information with claims data. The Department sees the redesign of
the assessment tool as a necessary first step toward developing incentive-based payments for long-
term care services. Enhanced palliative care, the Department believes, offers an option that some
clients may prefer to more invasive, risky, and costly care for illnesses and conditions that have no
evidence-based therapies. The Department cites a March 2011 study in Health Affairs that found
a savings of $6,900 per admission for patients receiving palliative care. By identifying naturally
occurring retirement communities and consolidating services in these communities the Department
hopes to achieve efficiencies and improve health outcomes.

The Department projects that the savings from implementing the gainsharing initiative will more
than offset the costs of administration, and the costs of the proposed studies and consulting services.
The Department received one-time funding in FY 2011-12 to study coordinated payments and
payment reforms and the Department proposes applying the savings from the expiration of that
funding to further defray the cost of these initiatives.

The FTE will be responsible for establishing the gainsharing methodology, attributing clients to
providers, calculating the savings and incentive payments, procuring and maintaining contracts with
the vendors for studies of the gainsharing programs, drafting and managing contracts with providers,
and fielding questions and concerns from providers. The FTE will also help with developing and
overseeing the contracts for consulting services.
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Recommendation: The table below compares the staff recommendation to the request, and
differences are described below the table. The amounts by line item are detailed in the line item
descriptions.

RS Fee-for-service Reform
Request Recommendation
General General
Initiative Total Fund Total Fund
FQHC and RHC net savings from gainsharing ($1,594,121) | ($750,082) ($797,061) | ($375,041)
Behavioral Health Organization net gainsharing (319,123) (149,494) (319,123) (149,494)
Actuarial assessment of changes to rate method 22,500 11,250 22,500 11,250
Psychotropic utilization after gainsharing payments (341,623) (160,744) (341,623) (160,744)
1.8 FTE oversee gainsharing/prospective payments 142,714 71,357 116,204 58,102
Personal Services 116,204 58,102 116,204 58,102
Operating 11,306 5,653 11,306 5,653
Benefits 15,204 7,602 0 0
Contract - develop and test prospective payment model 112,500 56,250 112,500 56,250
Contract - redesign the assessment tool for long-term care 220,000 110,000 220,000 110,000
Contract - study palliative care 50,000 25,000 50,000 25,000
Contract - study consolidating long-term care services in
naturally occurring retirement communities 75,000 37,500 0 0
Annualize previous funding to study coordinated
payments and payment reforms (532,000) (266,000) (532,000) (266,000)
TOTAL requested for R-5 | ($1,845,030) [ ($865,469) | ($1,138,174) | (8535,530)

FQHC and RHC net savings from gainsharing: Staff recommends reducing the Department's FY
2012-13 projection of the savings from implementing gainsharing by half. The Department makes
several assumptions about the gainsharing incentives that staff believes may be optimistic, including:

. The incentive payments will be sufficient to motivate FQHCs and RHCs to
achieve a 5.0 percent reduction in expenditures for prescription drugs, emergency
department visits, hospital readmissions, and expenditures for outpatient visits;

. At least 5.0 percent of current payments are for avoidable costs; and

. The gainsharing incentives can be implemented by January 2013.

Also, the Department is already working on several initiatives to reduce expenditures for some of
these same services, including proposals in R6 Medicaid Budget Reductions. Staff is concerned
about counting savings twice.

Behavioral Health Organization net savings from gainsharing: The feasibility of these savings
will be discussed during the figure setting presentation on mental health programs.

1.8 FTE to oversee gainsharing and prospective payments: Staff does not recommend funding
for centralized appropriations for benefits. This is generally the JBC's practice when making
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appropriations for new FTE, and these costs are also excluded from Fiscal Notes prepared by
Legislative Council Staff.

Contract services to study consolidating long-term care services in naturally occurring
retirement communities: The objective the Department is trying to achieve was not clear from the
request. The concept is to combine community-engagement type services such as education,
socialization, recreation, and volunteer opportunities with more traditional independent living health
services to reduce nursing home utilization. Staffbelieves this requires providers with a strong will
to develop such a program. Perhaps the Department could do something to encourage potential
providers in this direction through outreach and education, or maybe a change in the Medicaid rate
structure, but the purpose of hiring the consultant was not sufficiently articulated in the request for
staff to recommend the funding.

Joint Budget Committee, 200 East 14™ Ave., 3" Floor, Denver, CO 80203



MEMORANDUM

TO: Joint Budget Committee

FROM: Eric Kurtz, JBC Staff (303-866-4952)

SUBJECT: Funding Recommendations from Committees of Referencefor the
Department of Health Care Policy and Financing
(submitted pursuant tothe SMART Act)

DATE: March 14, 2012

House Health and Environment Committee
Received January 25, 2012

Recommendations

The House Committee of Hedth and Environment Committee recommended the Joint
Budget Committee approve the Department's FY 2012-13 budget request.

Senate Health and Human Services Committee
Received January 25, 2012
Recommendations

The Senate Health and Human Services Committee recommended the following changes:

1. Consider alterative sources of revenue to generate the $437,375 General Fund
savingsthe Department proposes (in R7 Cost Sharing for Medicaid and CHP+) from
new copayments for the following Medicaid services:

a

b
C.
d.
e

nonemergency medical transportation

. outpatient substance abuse treatment;

physical, occupational, and speech therapy;
home health care; and
private duty nursing.

2. Delay approval of the Department's R13 Colorado Benefits Management System
(CBMYS) Electronic Document Management System until the Committee has
considered the Department's fortcoming supplemental request regarding CBMS.

For R7 Cost Sharing for Medicaid and CHP+ staff recommended the Department's request, which
isnot consistent with the recommendation from the Senate Heal th and Human Services Committee.
The staff recommendation begins on page 45 of the figure setting document.

Thestaff recommendation for CBM Sisdiscussed during figure setting for the Department of Human

Services.
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FY 2012-13 Joint Budget Committee Staff Figure Setting Recommendations

Department of Health Care Policy and Financing

FY 2009-10
Actual

FY 2010-11
Actud

Fy 2011-12
Approp

FY 2012-13
Request

DEPARTMENT OF HEALTH CARE POLICY AND FINANCING

Executive Director: Susan E. Birch

(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. This

Division contains 7 Subdivisions.)
(A) General Administration

Personal Services
FTE
General Fund
Cash Funds
Reappropriated Funds
Federal Funds

Headlth, Life, and Dental
General Fund
Cash Funds
Reappropriated Funds
Federal Funds

Short-term Disability
General Fund
Cash Funds
Reappropriated Funds
Federal Funds

S.B. 04-257 Amortization Equalization
Disbursement

14-MAR-12

20,499,157 19,017,761 21,258,993
7,927,142 7,559,246 7,659,394
1,172,469 1,289,520 1,974,533
1,187,672 520,127 448,289

10,211,874 9,648,868 11,176,777
1,479,962 1,706,057 2,024,577

640,247 611,752 627,749
63,735 205,744 255,164
38,965 15,219 0

737,015 873,342 1,141,664
24,456 26,138 32,188

9,267 9,539 12,334

1,540 2,174 2,503

1,885 737 0

11,764 13,688 17,351

330,311 402,667 532,854
1

21,963,413
315.3
8,012,169
2,058,349
380,410
11,512,485

1,978,172
730,023
159,483

49,661

1,039,005

FY 2012-13
Staff Rec.

21,475,070
314.3
7,827,415
2,018,849
371,441
11,257,365

2,160,056
796,479
174,652

55,084

1,133,841

31,544
12,087
2,453
0
17,004

690,351

Decision Items/
Notes
R5
R5
R5
R5

HCP-fig




FY 2012-13 Joint Budget Committee Staff Figure Setting Recommendations

Department of Health Care Policy and Financing

FY 2009-10 FY 2010-11 FY 2011-12 FY 2012-13
Actua Actud Approp Request
General Fund 123,846 145,650 190,728 287,980
Cash Funds 20,931 33,664 53,148 53,468
Reappropriated Funds 25,615 11,411 0 11,380
Federal Funds 159,919 211,942 288,978 358,309
S.B. 06-235 Supplemental Amortization
Equalization Disbursement 205,654 292,544 427,325 611,134
General Fund 76,042 105,135 151,785 247,483
Cash Funds 13,368 24,547 42,482 45,949
Reappropriated Funds 16,009 8,321 0 9,780
Federal Funds 100,235 154,541 233,058 307,922
Salary Survey and
Senior Executive Service 0 0 0 0
Genera Fund
Cash Funds
Reappropriated Funds
Federal Funds
Performance-based Pay Awards 0 0 0 0
Genera Fund
Cash Funds
Reappropriated Funds
Federal Funds
Workers' Compensation 34,252 34,748 29,652 33,584
General Fund 17,126 17,374 14,826 16,792
Federal Funds 17,126 17,374 14,826 16,792
Operating Expenses 1,567,155 1,345,966 1,585,757 1,557,866
General Fund 642,384 652,128 679,756 714,010
Cash Funds 126,000 15,244 101,248 53,049
Reappropriated Funds 10,599 0 13,461 13,461
Federal Funds 788,172 678,594 791,292 777,346
14-MAR-12 2

FY 2012-13
Staff Rec.

277,478
52,399
11,153

349,321

592,129
237,317
45,030
9,584
300,198

[e)

[e)

Pending

1,555,016
712,585
53,049
13,461
775,921

Decision Items/
Notes

RS

RS

HCP-fig



FY 2012-13 Joint Budget Committee Staff Figure Setting Recommendations

Department of Health Care Policy and Financing

FY 2009-10 FY 2010-11 FY 2011-12 FY 2012-13
Actua Actud Approp Request

Legal and Third Party Recovery

Legal Services 754,502 816,265 956,823 1,029,055
General Fund 314,430 316,867 347,930 347,930
Cash Funds 62,393 89,525 130,482 166,598
Reappropriated Funds 0 0 0 0
Federal Funds 377,679 409,873 478,411 514,527

Administrative Law Judge Services 456,922 442,378 449,127 536,111
General Fund 228,461 206,884 199,865 222,557
Cash Funds 0 14,305 24,698 45,499
Federal Funds 228,461 221,189 224,564 268,055

Purchase of Services from Computer

Center 129,163 298,151 835,843 1,021,717
General Fund 61,245 145,739 414,566 509,171
Reappropriated Funds 3,337 3,337 3,375 3,375
Federal Funds 64,581 149,075 417,902 509,171

Multiuse Network Payments 0 160,412 227,900 231,333
General Fund 80,206 113,950 115,667
Federal Funds 80,206 113,950 115,666

Management & Administration of OIT 414,321 561,419 631,234 0
General Fund 207,161 280,710 315,617
Federal Funds 207,160 280,709 315,617

Payment to Risk Management and

Property Funds 78,487 24,418 77,888 84,315
Genera Fund 39,244 12,209 38,944 42,158
Federal Funds 39,243 12,209 38,944 42,157

Leased Space 385,125 554,505 696,564 696,564
General Fund 171,512 173,962 197,119 197,119

14-MAR-12 3

FY 2012-13
Staff Rec.

Pending

Pending

Decision Items/
Notes

HCP-fig



FY 2012-13 Joint Budget Committee Staff Figure Setting Recommendations
Department of Health Care Policy and Financing

FY 2009-10 FY 2010-11 FY 2011-12 FY 2012-13 FY 2012-13 Decision Items/
Actua Actua Approp Request Staff Rec. Notes
Cash Funds 21,050 103,290 151,164 151,164 151,164
Federal Funds 192,563 277,253 348,281 348,281 348,281
Capitol Complex Leased Space 395,460 388,228 397,928 442,998 Pending
General Fund 197,730 194,114 198,964 221,499
Federal Funds 197,730 194,114 198,964 221,499
General Professional Services
and Specia Projects 2,739,351 2,963,577 6,476,052 S 6,268,052 6,193,052 R5, R7, R12
General Fund 1,189,435 1,074,923 1,430,918 1,476,168 1,438,668
Cash Funds 303,858 310,465 661,750 437,500 437,500
Federal Funds 1,246,058 1,578,189 4,383,384 4,354,384 4,316,884
SUBTOTAL - (A) General Administration 29,494,278 29,035,234 36,640,705 37,204,763 34,632,838
FTE 276.5 270.6 3125 3153 314.3
General Fund 11,845,272 11,586,438 12,594,445 13,156,644 12,114,682
Cash Funds 1,785,344 2,088,478 3,397,172 3,174,016 2,935,096
Reappropriated Funds 1,284,082 559,152 465,125 468,696 464,740
Federal Funds 14,579,580 14,801,166 20,183,963 20,405,407 19,118,320

(B) Transfersto Other Departments
(Primary Functions: Contains administrative costs that are transferred to other Departments that administer
programs eligible for Medicaid funding).

Transfer to the Department of Public
Health and Environment for

Facility Survey and Certification 4,523,805 4,707,033 5,162,488 S 5,232,683 5,180,645
General Fund 1,372,036 1,443,433 1,539,788 1,572,708 1,554,466
Federal Funds 3,151,769 3,263,600 3,622,700 3,659,975 3,626,179

Transfer to the Department of Public
Health and Environment for
Nurse Home Visitor Program 0 1,064,517 3,010,000 3,010,000 3,010,000

14-MAR-12 4 HCP-fig



FY 2012-13 Joint Budget Committee Staff Figure Setting Recommendations

Department of Health Care Policy and Financing

FY 2009-10 FY 2010-11 FY 2011-12 FY 2012-13 FY 2012-13 Decision Items/
Actua Actua Approp Request Staff Rec. Notes

Reappropriated Funds 429,287 1,505,000 1,505,000 1,505,000
Federal Funds 635,230 1,505,000 1,505,000 1,505,000

Transfer to the Department of Public

Health and Environment for

Prenatal Statistical Information 0 0 6,000 5,910 5,865
General Fund 3,000 2,955 2,933
Federal Funds 3,000 2,955 2,932

Transfer to the Department of Public

Health and Environment for

Enhanced Prenatal Care Training 0 82,286 0 0 0
Genera Fund 41,143 0 0
Federal Funds 41,143 0 0

Transfer to the Department of

Regulatory Agencies for

Nurse Aide Certification 325,343 325,343 324,041 324,041 324,041
Genera Fund 148,020 148,020 147,369 147,369 147,369
Reappropriated Funds 14,652 14,652 14,652 14,652 14,652
Federa Funds 162,671 162,671 162,020 162,020 162,020

Transfer to the Department of

Regulatory Agencies for

Reviews 9,576 5,998 14,000 14,000 14,000
Genera Fund 4,788 2,999 7,000 7,000 7,000
Federal Funds 4,788 2,999 7,000 7,000 7,000

Transfer to the Department of

Education for Public School

Health Services Administration 129,115 71,662 140,388 149,999 139,940
Federal Funds 129,115 71,662 140,388 149,999 139,940

ISUBTOTAL - (B) Transfersto Other
14-MAR-12 5
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FY 2012-13 Joint Budget Committee Staff Figure Setting Recommendations

Department of Health Care Policy and Financing

FY 2009-10 FY 2010-11 FY 2011-12 FY 2012-13 FY 2012-13 Decision Items/
Actua Actua Approp Request Staff Rec. Notes
Departments 4,987,839 6,256,839 8,656,917 8,736,633 8,674,491
General Fund 1,524,844 1,635,595 1,697,157 1,730,032 1,711,768
Reappropriated Funds 14,652 443,939 1,519,652 1,519,652 1,519,652
Federal Funds 3,448,343 4,177,305 5,440,108 5,486,949 5,443,071
(C) Information Technology Contracts and Projects
(Primary Functions: Contains funding the Medicaid Management Information System, Web Portal, and special 1T projects).
Information Technology
Contracts 22,767,387 23,713,491 32,412,990 32,742,565 A 32,423,281
General Fund 5,348,546 5,498,109 6,581,901 6,590,462 6,510,641 R7,R12, BA6
Cash Funds 642,364 642,824 1,479,670 1,566,666 1,566,666
Reappropriated Funds 100,328 100,328 100,328 100,328 100,328
Federal Funds 16,676,149 17,472,230 24,251,091 24,485,109 24,245,646
Fraud Detection Software
Contract 101,250 164,833 250,000 250,000 250,000
Genera Fund 28,622 41,208 62,500 62,500 62,500
Federal Funds 72,628 123,625 187,500 187,500 187,500
Centralized Eligibility Vendor
Contract Project 0 0 4,452,422 5,098,787 5,098,787 R12
Cash Funds 0 0 2,211,022 2,534,204 2,534,204
Federal Funds 0 0 2,241,400 2,564,583 2,564,583
SUBTOTAL - (C) Information Technology
Contractsand Projects 22,868,637 23,878,324 37,115,412 38,091,352 37,772,068
General Fund 5,377,168 5,539,317 6,644,401 6,652,962 6,573,141
Cash Funds 642,364 642,824 3,690,692 4,100,870 4,100,870
Reappropriated Funds 100,328 100,328 100,328 100,328 100,328
Federal Funds 16,748,777 17,595,855 26,679,991 27,237,192 26,997,729
14-MAR-12 6
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FY 2012-13 Joint Budget Committee Staff Figure Setting Recommendations
Department of Health Care Policy and Financing

FY 2009-10

Actual

FY 2010-11

Actud

Fy 2011-12
Approp

FY 2012-13
Request

(D) Eligibility Determinations and Client Services

(Primary Functions: Contains funding to determine client eligibility and to provide information services to clients

about their health benefits).

Medical Identification Cards
General Fund
Cash Funds
Reappropriated Funds
Federal Funds

Contracts for Special Eligibility
Determinations

General Fund

Cash Funds

Federal Funds

County Administration
General Fund
Cash Funds
Federal Funds

Hospital Provider Fee County Administration
Cash Funds
Federal Funds

Administrative Case Management
Genera Fund
Federal Funds

Customer Outreach
General Fund
Cash Funds
Federal Funds

14-MAR-12

116,959 110,562 129,240
48,001 43,726 59,203
9,681 10,759 4,620
1,594 1,593 1,593
57,683 54,484 63,824
2,332,040 2,141,327 7,761,238
888,543 823,747 828,091
24,717 5,000 2,806,268
1,418,780 1,312,580 4,126,879
31,153,170 31,110,742 31,186,376
9,627,844 9,201,053 10,300,790
5,948,741 6,354,318 5,332,531
15,576,585 15,555,371 15,553,055
0 0 2,361,502
1,180,751
1,180,751
898,270 1,115,944 869,744
449,135 557,972 434,872
449,135 557,972 434,872
3,450,508 3,912,885 5,303,663
1,684,929 1,882,676 2,550,470
39,365 73,766 101,362
1,726,214 1,956,443 2,651,831
7

S

7,761,238

828,091
2,806,268
4,126,879

31,427,702
10,373,188

5,380,796
15,673,718

2,581,071
1,290,536
1,290,535

869,744
434,872
434,872

4,927,018
2,376,649

86,861
2,463,508

FY 2012-13
Staff Rec.

129,240
59,203
6,213

0
63,824

7,761,238

828,091
2,806,268
4,126,879

31,427,701
10,373,188

5,380,796
15,673,717

2,581,071
1,290,536
1,290,535

869,744
434,872
434,872

4,927,018
2,376,649

86,861
2,463,508

Decision Items/
Notes
R12
R12
R12
R12

HCP-fig



FY 2012-13 Joint Budget Committee Staff Figure Setting Recommendations

Department of Health Care Policy and Financing

FY 2009-10 FY 2010-11 FY 2011-12 FY 2012-13 FY 2012-13 Decision Items/
Actua Actua Approp Request Staff Rec. Notes
SUBTOTAL -(D) Eligibility Determinations
and Client Services 37,950,947 38,391,460 47,611,763 47,696,013 47,696,012
General Fund 12,698,452 12,509,174 14,173,426 14,072,003 14,072,003
Cash Funds 6,022,504 6,443,843 9,425,532 9,569,081 9,570,674
Reappropriated Funds 1,594 1,593 1,593 1,593 0
Federal Funds 19,228,397 19,436,850 24,011,212 24,053,336 24,053,335
(E)Utilization and Quality Review Contracts
(Primary Functions. Contains contract funding to review the utilization and qualify of services provided in the acute,
mental health, and long-term care programs.)
Professional Service Contracts 4,524,545 4,802,408 8,164,451 S 8,414,451 8,414,451
General Fund 1,125,802 1,345,699 2,162,870 2,225,370 2,162,870 R6, R12
Cash Funds 60,449 71,505 114,332 114,332 176,832
Federal Funds 3,338,294 3,385,204 5,887,249 6,074,749 6,074,749
(F) Provider Auditsand Services
(Primary Functions: Contains contract funding to audit nursing homes, federally-qualified health centers, hospitals,
and other providers).
Professional Audit Contracts 1,790,216 2,202,544 2,463,406 2,463,406 2,463,406
General Fund 895,108 1,017,368 969,283 969,283 969,283
Cash Funds 0 58,096 262,420 262,420 262,420
Federal Funds 895,108 1,127,080 1,231,703 1,231,703 1,231,703
(G) Recoveries and Recoupment Contract Costs
(Primary Functions: Contains contract costs associated with recovery eligible Medicaid expenses.)
Estate Recovery 428,619 351,102 700,000 700,000 700,000
Cash Funds 214,310 175,551 350,000 350,000 350,000
Federal Funds 214,309 175,551 350,000 350,000 350,000
(H) Nursing Facility Penalty Cash Fund
14-MAR-12 8
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FY 2012-13 Joint Budget Committee Staff Figure Setting Recommendations

Department of Health Care Policy and Financing

FY 2009-10 FY 2010-11 FY 2011-12 FY 2012-13 FY 2012-13 Decision Items/
Actua Actua Approp Request Staff Rec. Notes
Nursing Facility Culture Change 196,572 0 0 0 0
Cash Funds 196,572
TOTAL - (1) Executive Director's Office 102,241,653 104,917,911 141,352,654 143,306,618 140,353,266
FTE 276.5 270.6 3125 315.3 314.3
General Fund 33,466,646 33,633,591 38,241,582 38,806,294 37,603,747
Cash Funds 8,921,543 9,480,297 17,240,148 17,570,719 17,395,892
Reappropriated Funds 1,400,656 1,105,012 2,086,698 2,090,269 2,084,720
Federal Funds 58,452,808 60,699,011 83,784,226 84,839,336 83,268,907
(2) Medical Service Premiums
(Provides acute care medical and long-term care servicesto individuals eligible for Medicaid).
Medical and Long-Term Care Services for
Medicaid Eligible Individuals 2,877,822,564 3,395,627,672 3,647,614,112 3,972,941 557 3.985,130,418 R1, R5, R6, R7, R10,
General Fund 762,936,068 880,377,772 1,206,764,512 1,357,608,687 1,363,534,284 BA1, BA3, BA4
Cash Funds 343,695,933 518,533,477 632,340,844 650,050,274 650,212,390
Reappropriated Funds 3,917,255 7,414,327 6,445,828 3,215,340 3,215,340
Federal Funds 1,767,273,308  1,989,302,096 1,802,062,928 1,962,067,256 1,968,168,404
General Fund Exempt 0 279,344,485 284,175,417 284,175,417 284,175,417
TOTAL - (2) Medical Services Premiums 2877822564 3,395,627,672 3,647,614,112 3,972,941 557 3,985,130,418
General Fund 762,936,068 880,377,772 1,206,764,512 1,357,608,687 1,363,534,284
Cash Funds 343,695,933 518,533,477 632,340,844 650,050,274 650,212,390
Reappropriated Funds 3,917,255 7,414,327 6,445,828 3,215,340 3,215,340
Federal Funds 1,767,273,308  1,989,302,096 1,802,062,928 1,962,067,256 1,968,168,404
General Fund Exempt 0 279,344,485 284,175,417 284,175,417 284,175,417

(3) Medicaid Mental Health Community Programs
(Primary Functions: Mental health programs for Medicaid eligible clients.)

14-MAR-12
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FY 2012-13 Joint Budget Committee Staff Figure Setting Recommendations
Department of Health Care Policy and Financing

FY 2009-10 FY 2010-11 FY 2011-12 FY 2012-13 FY 2012-13 Decision Items/
Actua Actua Approp Request Staff Rec. Notes
Mental Health Capitation for Medicaid Clients 223,368,053 249,352,665 272,492,157 312,580,712 Pending R2, BA2
General Fund 79,359,784 95,057,227 125,823,308 142,712,972
Cash Funds 6,393,602 9,559,892 10,510,223 13,648,932
Reappropriated Funds 10,833 13,000 13,544 0
Federal Funds 137,603,834 144,722,546 136,145,082 156,218,808
Medicaid Mental Health Fee for Service
Payments 2,587,662 3,870,594 3,908,827 4,351,395 Pending R2, BA2
General Fund 993,452 1,532,590 1,954,414 2,175,697
Federal Funds 1,594,210 2,338,004 1,954,413 2,175,698
TOTAL - (3) Medicaid Mental Health Community
Programs 225,955,715 253,223,259 276,400,984 316,932,107 0
General Fund 80,353,236 96,589,817 127,777,722 144,888,669 0
Cash Funds 6,393,602 9,559,892 10,510,223 13,648,932 0
Reappropriated Funds 10,833 13,000 13,544 0 0
Federal Funds 139,198,044 147,060,550 138,099,495 158,394,506 0
(4) Indigent Care Program
(Primary Functions: Provides assistance to hospitals and clinics serviing a disproportionate share of uninsured
or underinsured populations, provides health insurance to qualifyingchildren and pregnant women who are
ingligible for Medicaid, and provides grants to providers to improve access to primary and preventive care
for the indigent population.)
Safety Net Provider Payments 271,210,519 289,889,142 289,373,306 293,928,866 287,055,532 R10
General Fund (707,378) 0 0 0 0
Cash Funds 124,368,097 130,867,920 144,686,653 146,964,433 143,527,766
Federal Funds 147,549,800 159,021,222 144,686,653 146,964,433 143,527,766
Colorado Health Care Services Fund 10,390,000 0 0 0 0
Genera Fund 10,390,000
14-MAR-12 10 HCP-fig



FY 2012-13 Joint Budget Committee Staff Figure Setting Recommendations

Department of Health Care Policy and Financing

FY 2009-10 FY 2010-11 FY 2011-12 FY 2012-13
Actua Actud Approp Request
Clinic Based Indigent Care 27,759,956 6,119,760 6,119,760 6,119,760
General Fund 2,350,600 2,465,822 3,059,880 3,059,880
Reappropriated Funds 8,312,000 0 0 0
Federal Funds 17,097,356 3,653,938 3,059,880 3,059,880
Health Care Services Fund Programs 5,410,048 29,635,144 23,510,000 0
Genera Fund D 0 0
Cash Funds 0 11,909,853 11,755,000
Reappropriated Funds 2,078,000 0 0
Federal Funds 3,332,049 17,725,291 11,755,000
Pediatric Speciaty Hospital 14,909,166 14,755,860 11,799,938 11,799,938
General Fund 5,098,897 5,201,789 5,899,969 5,899,969
Cash Funds 283,000 307,000 0 0
Reappropriated Funds 345,690 436,728 0 0
Federal Funds 9,181,579 8,810,343 5,899,969 5,899,969
General Fund Exempt 104,310 0 0 0
General Fund Appropriation to Pediatric
Specialty Hospital 345,690 436,728 0 0
General Fund 345,690 436,728
General Fund Exempt 345,690 436,728
Appropriation from Tobacco Tax Fund to
General Fund 0 0 446,100 446,100
Cash Funds 446,100 446,100
Primary Care Fund 0 0 0 28,253,000
Cash Funds 0 28,253,000
Primary Care Grant Program
Specia Distribution 2,005,000 3,560,000 2,135,830 0
Cash Funds 2,005,000 3,560,000 2,135,830
14-MAR-12 11
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FY 2012-13 Joint Budget Committee Staff Figure Setting Recommendations

Department of Health Care Policy and Financing

FY 2009-10 FY 2010-11 FY 2011-12 FY 2012-13 FY 2012-13 Decision Items/
Actua Actua Approp Request Staff Rec. Notes
Comprehensive Primary Care Grant Program 0 0 0 0 0
Cash Funds
Children's Basic Health Plan
Administration 5,145,918 4,679,134 4,894,410 5,134,993 5,134,993
General Fund 0 272,494 355,329 0
Cash Funds 2,277,278 2,107,643 1,948,454 1,949,823 2,305,152
Federal Funds 2,868,640 2,571,491 2,673,462 2,829,841 2,829,841
Children's Basic Health Plan Medical and
Dental Costs 178,495,021 177,283,900 184,868,299 182,543,053 182,543,053 R3, R7, R8, R9
Genera Fund 2,710,779 14,016,193 29,859,307 24,988,890 21,988,890
Cash Funds 59,964,880 48,323,777 35,243,257 39,460,356 42,460,356
Federal Funds 115,819,362 114,943,930 119,765,735 118,093,807 118,093,807
General Fund Exempt 0 0 446,100 446,100 435,183
TOTAL- (4) Indigent Care Program 515,671,318 526,359,668 523,147,643 528,225,710 511,062,090
General Fund 20,188,587 22,120,532 39,091,650 34,304,068 26,154,767
Cash Funds 188,898,255 197,076,193 196,215,294 217,073,712 216,290,032
Reappropriated Funds 10,735,690 436,728 0 0 0
Federal Funds 295,848,786 306,726,215 287,840,699 276,847,930 268,617,291
General Fund Exempt 450,000 436,728 446,100 446,100 435,183
(5) Other Medical Services
(This division provides funding for state-only medical programs including the Old-Age Pension Medical Program,
MMA Sate Contribution, Colorado Cares Contract Costs.The division also funds 6 special purposes Medicaid
programs.)
Old Age Pension State Medica 10,185,516 8,206,192 11,000,000 11,000,000 12,398,407
General Fund 0 0 0 0 2,400,000
Cash Funds 10,185,516 8,206,192 11,000,000 11,000,000 9,998,407
14-MAR-12 12
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FY 2012-13 Joint Budget Committee Staff Figure Setting Recommendations

Department of Health Care Policy and Financing

FY 2009-10 FY 2010-11 FY 2011-12 FY 2012-13
Actua Actud Approp Request

Transfer of Tobacco Tax Cash Fund into the

Supplemental Old Age Pnesion State Medical

Fund 0 0 0 0
Cash Funds

Commission on Family Medicine

Residency Training Programs 1,738,844 1,738,846 1,741,077 S 1,391,077
General Fund 667,890 700,624 870,538 695,538
Federal Funds 1,070,954 1,038,222 870,539 695,539

State University Teaching Hospitals -

Denver Health and Hospital Authority 1,831,714 1,831,714 1,831,714 1,831,714
General Fund 703,561 738,043 915,857 915,857
Federal Funds 1,128,153 1,093,671 915,857 915,857

State University Teaching Hospitals -

University of Colorado Hospital

Authority 676,782 676,785 633,314 633,314
Genera Fund 259,952 272,694 316,657 316,657
Federal Funds 416,830 404,091 316,657 316,657

Medicare Modernization Act

State Contribution Payment 57,624,126 72,377,768 93512819 S 96,674,862
General Fund 57,624,126 58,711,725 62,869,537 50,609,286
Federal Funds 0 13,666,043 30,643,282 46,065,576

Public School Health Services

Contract Administration 433,700 799,699 1,138,549 1,400,780
Federal Funds 433,700 799,699 1,138,549 1,400,780

Public School Health Services 25,597,360 24,659,097 30,446,344 34,737,204
Cash Funds 11,443,512 11,302,888 16,010,155 18,113,309
Federal Funds 14,153,848 13,356,209 14,436,189 16,623,895
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FY 2012-13 Joint Budget Committee Staff Figure Setting Recommendations

Department of Health Care Policy and Financing

FY 2009-10 FY 2010-11 FY 2011-12 FY 2012-13 FY 2012-13 Decision Items/
Actua Actua Approp Request Staff Rec. Notes
Transfer to Department of Public Health and
Environment for Nurse Home Visitor Program 426,956 0 0 0 0
Genera Fund (84,231) 0
Reappropriated Funds 383,128 0
Federal Funds 128,059 0
Transfer to Department of Public Health and
Environment for Enhanced Prenatal Care
Training and Technical Assistance 108,665 0 0 0 0
Genera Fund 54,333 0
Federal Funds 54,332 0
TOTAL - (5) Other Medical Programs 98,623,663 110,290,101 140,303,817 147,668,951 138,845,581
General Fund 59,225,631 60,423,086 64,972,589 52,537,338 55,112,338
Cash Funds 21,629,028 19,509,080 27,010,155 29,113,309 26,008,562
Reappropriated Funds 383,128 0 0 0 0
Federal Funds 17,385,876 30,357,935 48,321,073 66,018,304 57,724,681
[SUBTOTAL - Department of Hedlth Care T T T TTTTTTTTTTT i
IPolicy and Financing (without DHS Division) 3,820,314,913  4,390,418,611 4,728,819,210 5,109,074,943 4,775,391,355 |
I FTE 2765 2706 3125 3153 314 l
| General Fund 956,170,168 1,093,144,798 1476848055 1628145056  1,482,405136 :
| Cash Funds 569,538,361 754,158,939 883,316,664 927,456,946 909,906,876 |
| Resppropriated Funds 16,447,562 8,969,067 8,546,070 5,305,609 5,300,060 |
: Federal Funds 2,278,158,822 2,534,145,807 2,360,108,421 2,548,167,332 2,377,779,283 :
: General Fund Exempt 450,000 279,781,213 284,621,517 284,621,517 284,610,600 :
| |
TOTAL - (6) Department of Human Services
M edicaid-funded Programs 415,140,344 438,883,396 431,158,130 442,274,140
General Fund 158,585,174 175,667,660 214,267,825 218,683,804
Cash Funds 592,619 467,856 1,045,795 320,349
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FY 2012-13 Joint Budget Committee Staff Figure Setting Recommendations

Department of Health Care Policy and Financing

FY 2009-10 FY 2010-11 FY 2011-12 FY 2012-13 FY 2012-13 Decision Items/
Actua Actua Approp Request Staff Rec. Notes
Reappropriated Funds 2,065,986 1,870,759 18,868 1,888,405
Federal Funds 253,896,565 260,877,121 215,825,642 221,381,582
GRAND TOTAL - Department of Health Care
Policy and Financing (with DHS Division) 4,235,455,257  4,829,302,007 5,159,977,340 5,551,349,083 4,775,391,355
FTE 276.5 270.6 3125 315.3 314.3
General Fund 1,114,755,342  1,268,812,458 1,691,115,880 1,846,828,860 1,482,405,136
Cash Funds 570,130,980 754,626,795 884,362,459 927,777,295 909,906,876
Reappropriated Funds 18,513,548 10,839,826 8,564,938 7,194,014 5,300,060
Federal Funds 2,532,055,387 2,795,022,928 2,575,934,063 2,769,548,914 2,377,779,283
General Fund Exempt 450,000 279,781,213 284,621,517 284,621,517 284,610,600

Key:
ITALICS = non-add figure, included for informational purposes

14-MAR-12

A = impacted by a budget amendment submitted after the November 1 request
S = impacted by a supplemental appropriation approved by the Joint Budget Committee
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DEPARTMENT OF HEALTH CARE POLICY AND FINANCING
FY 2012-13 FIGURE SETTING
JBC WORKING DOCUMENT -- DECISIONS SUBJECT TO CHANGE
STAFF RECOMMENDATION DOES NOT REPRESENT COMMITTEE ACTION

INITIATIVESIMPACTING MULTIPLE LINE ITEMS

Before discussing each lineitem individually, this section of the document addresses afew selected
initiatives that impact multiple line items throughout the Department

RS Fee-for-service Reform
Request: The Department's top budget priority after adjustments for the new enrollment and
expenditure forecast can be divided into three main components:

. implementing "gainsharing” incentive payments;
. studying prospective payments; and,
. studying long-term care reform.

In the gainsharing system the Department will assign clients to providers based on where they
historically sought service and assign risk scores for each client developed by the Statewide Data
Analytics Contractor. Then expected baseline expenditureswill be calculated for each client based
on the Department's history with similar clients. If actual expenditures are less than the expected
baseline, then providers assigned to the client will get ashare of the savingsin the form of incentive
payments. The paymentswill befor providers participating in the Accountable Care Collaborative
(ACC). The highest incentive payments will be associated with the highest risk clients and the
Department believesthis, combined with the adjustment of expected baseline expendituresfor risk,
will prevent providers from trying to skim only the healthiest clients.

For FY 2012-13the Department will implement gainsharing paymentsfor Federally Qualified Health
Centers (FQHCs), Rura Health Centers (RHCs), and Behaviora Health Organizations. The
Department projects a 5.0 percent reduction in generic drug utilization, hospital readmissions,
outpatient hospital visits, and emergency department visitsby clientsassigned to FQHCsand RHCs.

The Department assumes that 50 percent of the total savingswill be paid to the FQHCs and RHCs.

The projected savings from gainsharing for Behavioral Health Organizations is related to
psychotropic drug utilization.

In the prospective payment model providers would receive bundled rates that include money for
physician, specialty, and laboratory care, based on expected expendituresfor specific conditions, and
then providers could retain the savings if actual costs are lower than expected. The prospective
payments would be based on the PROMETHEUS model developed by the Health Care Incentives
Improvement Institute (HCI3). The Colorado Business Group on Health (CBGH) conducted an
analysis of the Department's payments for 21 specific conditions and concluded that 58 percent of
what the Department spends is due to potentially avoidable complications of care. The CBGH
recommended that the Department focus on six specific conditions, including diabetes,
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gastoesopageal reflux disease, asthama, chronic obstructive pulmonary disease, pregnancy, and
colonoscopy. The CBGH projected that using the PROMETHEUS payment model statewide for
these six conditions the Department could achieve savings of approximately $30.0 million over a
four-year period, not including costs to implement the payment model. For FY 2012-13 the
Department proposes devel oping rates for aprospective payment system and then modeling therate
structure against actual claims experience to validate whether the CBGH findings are on the right
track, and to work through any potential issues with using a prospective payment system before
potential implementation in afuture year.

The Department views gainsharing and prospective payments as ways of satisfying the ACA
requirement that states increase Medicaid rates for specific primary care services to 100.0 percent
of the Medicare reimbursement rates, but with increased performance expectationsthat the services
of the primary care physiciansimpact expendituresin other parts of the health care delivery system.

With regard to long-ter m car er efor m the Department requests funding to redesign the assessment
tool for long-term care services, and to study potential savings and qualitative impacts of enhanced
palliative care, and of consolidating long-term care services in naturally occurring retirement
communities. Theredesign of the assessment tool will reduce non-standardized narrative responses,
add key information that impactsthe cost of care, such asmental health statusand thelevel of family
support, and better integrate the information with claimsdata. The Department seesthe redesign of
the assessment tool as a necessary first step toward devel oping incentive-based payments for long-
term care services. Enhanced paliative care, the Department believes, offers an option that some
clients may prefer to more invasive, risky, and costly care for illnesses and conditions that have no
evidence-based therapies. The Department cites aMarch 2011 study in Health Affairs that found
a savings of $6,900 per admission for patients receiving palliative care. By identifying naturally
occurring retirement communities and consolidating services in these communities the Department
hopes to achieve efficiencies and improve health outcomes.

The Department projects that the savings from implementing the gainsharing initiative will more
than offset the costs of administration, and the costs of the proposed studiesand consulting services.

The Department received one-time funding in FY 2011-12 to study coordinated payments and
payment reforms and the Department proposes applying the savings from the expiration of that
funding to further defray the cost of these initiatives.

The FTE will be responsible for establishing the gainsharing methodology, attributing clients to
providers, calculating the savings and incentive payments, procuring and maintai ning contractswith
thevendorsfor studiesof the gainsharing programs, drafting and managing contractswith providers,
and fielding questions and concerns from providers. The FTE will also help with developing and
overseeing the contracts for consulting services.
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Recommendation: The table below compares the staff recommendation to the request, and
differences are described below the table. The amounts by line item are detailed in the line item
descriptions.

R5 Fee-for-service Reform
Request Recommendation
General General
Initiative Total Fund Total Fund
FQHC and RHC net savings from gainsharing (%$1,594,121) | ($750,082) ($797,061) | ($375,041)
Behavioral Health Organization net gainsharing (319,123) | (149,494) (319,123) | (149,494)
Actuarial assessment of changes to rate method 22,500 11,250 22,500 11,250
Psychotropic utilization after gainsharing payments (341,623) | (160,744) (341,623) | (160,744)
1.8 FTE oversee gainsharing/prospective payments 142,714 71,357 116,204 58,102
Personal Services 116,204 58,102 116,204 58,102
Operating 11,306 5,653 11,306 5,653
Benefits 15,204 7,602 0 0
Contract - develop and test prospective payment model 112,500 56,250 112,500 56,250
Contract - redesign the assessment tool for long-term care 220,000 110,000 220,000 110,000
Contract - study palliative care 50,000 25,000 50,000 25,000
Contract - study consolidating long-term care servicesin
naturally occurring retirement communities 75,000 37,500 0 0
Annualize previous funding to study coordinated
payments and payment reforms (532,000) | (266,000) (532,000) | (266,000)
TOTAL requested for R-5 | ($1,845,030) | ($865,469) | ($1,138,174) | ($535,530)

FQHC and RHC net savingsfrom gainsharing: Staff recommendsreducingthe Department'sFY
2012-13 projection of the savings from implementing gainsharing by half. The Department makes
several assumptionsabout the gai nsharing incentivesthat staff believesmay beoptimistic, including:

. The incentive payments will be sufficient to motivate FQHCs and RHCs to achieve a 5.0
percent reduction in expenditures for prescription drugs, emergency department visits,
hospital readmissions, and expenditures for outpatient visits;

. At least 5.0 percent of current payments are for avoidable costs; and

. The gainsharing incentives can be implemented by January 2013.

Also, the Department is already working on severa initiatives to reduce expenditures for some of

these same services, including proposals in R6 Medicaid Budget Reductions. Staff is concerned
about counting savings twice.
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Behavioral Health Organization net savingsfrom gainsharing: Thefeasibility of these savings
will be discussed during the figure setting presentation on mental health programs.

1.8 FTE to over see gainsharing and prospective payments: Staff does not recommend funding
for centralized appropriations for benefits. This is generally the JBC's practice when making
appropriations for new FTE, and these costs are also excluded from Fiscal Notes prepared by
Legislative Council Staff.

Contract services to study consolidating long-term care services in naturally occurring
retirement communities: The objectivethe Department istrying to achievewas not clear from the
request. The concept is to combine community-engagement type services such as education,
socialization, recreation, and volunteer opportunitieswith moretraditional independent living health
servicesto reduce nursing home utilization. Staff believesthisrequires providerswith astrong will
to develop such a program. Perhaps the Department could do something to encourage potential
providersin this direction through outreach and education, or maybe a change in the Medicaid rate
structure, but the purpose of hiring the consultant was not sufficiently articulated in the request for
staff to recommend the funding.

(1) EXECUTIVE DIRECTOR'S OFFICE

The Executive Director's Office division contains the administrative funding for the Department.
Specifically, thisfunding supportsthe Department's personnel and operating expenses. In addition,
this division contains contract funding for provider audits, eligibility determinations, client and
provider services, utilization and quality reviews, and information technology contracts. Major
funding sourcesfor thisdivision include the General Fund, federal fundsreceived for the Medicaid
and Children's Basic Health Plan programs, the Health Care Expansion Fund, the Children's Basic
Health Plan Trust Fund, and various other cash funds.

(A) General Administration

This subdivision contains the appropriations for the Department's FTE, personnel services,
employee-related expenses and benefits, and operating expenses. This subdivision also contains
funding for all of the centrally appropriated line items in the Department.

Lineltems Set by JBC Common Palicy

Description: Themajority of lineitemsin thissubdivision are centralized appropriationsthat the JBC
sets through common policies. In most cases the common policy allocates costs to agencies for a
centralized service based on prior year actual utilization by the Department of that service. Rather
than discussing the staff recommendation for each lineitem individually, this section dealswith all
the line items set through JBC common policies at once. Line items that are not set by common
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policy arediscussed individually following thissection. Thisgrouping of the staff recommendations
on lineitemsthat are set through common policiesisintended to simplify the narrative, but it does
cause the descriptions of some line itemsto appear in an order that is different than the order in the

numbers pages and in the Long Bill.

Request: The Department requests:

. Increases in compensation-rel ated appropriations associated with the new FTE requested in
R5 Medicaid fee-for-service reform;
. An increase of 954 hours for legal services associated with implementing H.B. 09-1293,

Hospital Provider Fee; and,

. Adjustments according to OSPB's common policies.

Recommendation: Staff recommends application of the JBC's common policies for the
centralized appropriationsdescribed in thetable below. Notethat the JBC'scommon policy is
pending for anumber of thelineitems. Thelargest increaseisfor Health, Life, and Dental benefits,
based on the JBC's decision to increase the state contribution rates to match prevailing

compensation.

Line Items Set by JBC Common Policy

FY 12-13 | General Cash Reapprop. Federal
Hours Total Fund Funds Funds Funds
Health, Life, and Dental 2,160,056 | 796,479 | 174,652 55,084 | 1,133,841
Short-term Disability 31,544 | 12,087 2,453 0 17,004
Amortization Equalization Disbursement 690,351 | 277,478 | 52,399 11,153 349,321
Supplemental AED 592,129 | 237,317 | 45,030 9,584 300,198
Salary Survey/Performance Pay 0 0 0 0 0
Workers Compensation Pending
Lega Services 13,592 Pending
Administrative Law Judge Services Pending
Purchase of Servicesfrom Computer Center 994,952 | 493,482 0 4,017 497,453
Multi-use Network Payments 244,103 | 122,052 0 0 122,051
Management and Administration of OIT 0 0 0 0 0
Payment to Risk Management and Property Pending
Capitol Complex Leased Space Pending

* The rates listed for the Amortization Equalization Disbursement and the Supplemental Amortization Equalization
Disbursement are blended ratesfor the fiscal year. Theblended ratefor General Fund positionswill be slightly different

due to the pay date shift.
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Therecommendation doesNOT includeany adjustmentsto centralized appropriationsfor R5
Medicaid fee-for-servicereform. Generally the Joint Budget Committee doesnot includefunding
for centralized appropriations when making appropriations for new FTE, and these costs are also
excluded from Fiscal Notes prepared by Legidative Council Staff.

For Legal Services staff recommendstherequested increase of 954 hoursfor projected costs
associated with implementing H.B. 09-1293, Hospital Provider Fee. The request is consistent
with the estimate in the original Fiscal Note for H.B. 09-1293. The Department does not yet have
enough history with implementing H.B. 09-1293 to justify achangefrom theoriginal estimateinthe
Fiscal Note. Staff also recommends changing the name of thelineitem to conform with the naming
convention used for other state agencies.

For Capitol Complex L eased Spacetherecommendationisfor acontinuing 31,512 squar efeet
of space at 1570 Grant Street. Therate per square foot will be set by common policy.

Per sonal Services

Description: This line item contains all of the personal services for the Department's empl oyees,
including employee salaries and the employer contributionsto PERA and Medicare taxes. Theline
item alsoincludesfunding for temporary empl oyees, employee buy-outs, and some contract services.
However, most of the Department's professional contract service costsare contained in separateline
items.

Request: The Department requests:

. $116,204 and 1.8 FTE, including $58,102 Genera Fund, for R-5 Medicaid Fee-for-service
Reform to implement gainsharing incentives and oversee consulting services,

. $556,524 and 0.5 FTE, including $190,202 General Fund, to annualize budget decisions
from prior years; and

. A changein fund sourcesto account for updates to the statewide indirect cost recovery plan.

Recommendation: Staff recommendsthe changesdescribed inthefollowing table. Each component
of the staff recommendation is discussed in the narrative below the table.

Per sonal Services
Genera Cash Reapprop. Federal
Total Fund Funds Funds Funds FTE
FY 2011-12 Appropriation 21,290,686 | 7,675,241 | 1,974,533 448,289 | 11,192,623 | 313.0
Supplemental - delay in implementing
SB 10-061 Hospice room/board charges (31,693) (15,847) 0 0 (15,846) | (0.5)
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Per sonal Services
Genera Cash Reapprop. Federal

Tota Fund Funds Funds Funds FTE
FY 2011-12 Recommendation 21,258,993 | 7,659,394 | 1,974,533 448,289 | 11,176,777 | 3125
Hospice room/board charges,
SB 10-061 annualization 0 0 0 0 0 0.0
Teen pregnancy & dropout prevention,
SB 11-177 annualization 4,345 2,172 0 0 2,173 0.0
PERA contribution rate increase 2.5%,
SB 11-076 annualization 508,844 166,362 56,119 0 286,363 0.0
Prenatal Plus Administration Transfer,
DI#8 FY 12 annualization 11,643 5,822 0 0 5,821 0.0
2.0% Base Personal Services reduction (424,959) | (153,061) (39,501) (8,969) (223,428) 0.0
R5 Medicaid fee-for-service reform 116,204 58,102 0 0 58,102 18
Indirect cost adjustment 0 88,624 27,698 (67,879) (48,443) 0.0
FY 2012-13 Recommendation 21,475,070 | 7,827,415 | 2,018,849 371,441 | 11,257,365 | 314.3

Supplemental - delay in implementing SB 10-061 Hospice room/boar d char ges; and, Hospice
room and board char ges, SB 10-061 annualization: Staff recommendsasupplemental reduction
of $31,363 and 0.5 FTE, including $15,847 General Fund for adelay in implementing S.B. 10-061
Hospiceroom/board charges. Thishill (by Tochtrop; Williams/Soper; Riesberg) required Medicaid
to pay the room and board costs for someone receiving hospice care in alicensed hospice inpatient
facility, and that when someonereceives hospice carein aclass| nursing facility the room and board
costs be paid directly to the nursing facility, rather than through the hospice provider. However, the
changesto hospice billing were conditional on the Department receiving sufficient gifts, grants, and
donations to pay for a waiver application, and federal approva of the waiver. To date the
Department has not received any gifts, grants, or donations, and the Department has not received
federal approval for awaiver.

In FY 2011-12 the Department received $31,693 and 0.5 FTE, including $15,847 General Fund, in
anticipation of the Department beginning to administer the program mid-FY 2011-12. For FY 2012-
13 the Department requested another $31,692 and 0.5 FTE to annualize the FY 2011-12
appropriation. Thisfunding request was consistent with the original fiscal note for the bill. Duties
of the FTE would include drafting rules for approval by the Medical Services Board, overseeing
necessary payment and informati on technol ogy system changes, providing necessary documentation
and reporting to the federal Centers for Medicare and Medicaid Services (CMS), handling the
periodic review and renewa of the 1115 demonstration waivers, and working with the hospice
provider community and client advocates regarding benefit and systemsimplementation. Because
the Department has not yet received federal approval for awaiver, the Department has not hired the
FTE. The staff recommendation removes the FY 2011-12 funding for the FTE and provides no
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annualization in FY 2012-13 associated with the bill. If the Department receives gifts, grants, and
donations and a federal waiver, the FTE appropriation will need to be revisited.

Teen pregnancy & dropout prevention, SB 11-177 annualization:  This bill (by
Nicholson/Coram) extended therepeal date and expanded theteen pregnancy and dropout prevention
program. Providers who raise 10.0 percent local funds receive a 90.0 percent federal match for
providing eligible services. The Department's administrative costs are not eligiblefor the enhanced
match, but the fiscal note projected reduced medical costs due to avoided pregnancies that exceed
the Department's administrative costs. The Department received $47,817 and 1.0 FTEin FY 2011-
12 for administration of the program expansion. Therecommended annualization costsin FY 2012-
13 are attributabl e to the pay date shift and paying for 12 months of salary costs rather than 11.

PERA contribution rate increase 2.5%, SB 11-076 annualization: This JBC bill temporarily
reduced the state contribution rate and increased the employee contribution rate for PERA by 2.5
percent. The state contribution rate returns to 10.15 percent in FY 2012-13. The recommended
annualization is equal to the reduction that was taken in SB 11-076, consistent with the JBC's
common policy.

Prenatal Plus Administration Transfer, DI#8 FY 12 annualization: InFY 2011-12 the General
Assembly transferred administration of the Prenatal Plus program from the Department of Public
Health and Environment to the Department of Health Care Policy and Financing (HCPF). This
program provides counseling to pregnant women regarding non-medical behavioral and lifestyle
decisions that affect the risk of alow birth weight. In FY 2011-12 HCPF received funding for 11
months of salaries and benefits and used a portion of the 1 month of salary savings due to the pay
date shift for capital outlay. In FY 2012-13 HCPF needs funding for 12 months of salaries and
benefits, and no funding for capital outlay. Note that the way the transfer was implemented the
Department of Public Health and Environment had to absorb one month of salary expensesin FY
2011-12, but did not have to give up capital equipment associated with the FTE that transferred to
HCPF.

| FY 2011-12 | Fy 2012-13
Public Health and Environment ($113,006)  ($113,006)
Health Care Policy and Financing $111,449 $113,006

Personal Services 90,345 101,988
Operating 21,104 11,018
Net Impact of Transfer ($1,557) $0

2.0% BasePersonal Servicesreduction: Pursuant tothe JBC'scommon policy, staff recommends
a 2.0 percent base personal services reduction.
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Indirect cost adjustment: Staff recommends the requested adjustment to account for changesin
each fund source's share of statewide and departmental indirect costs. The adjustment includes
consolidating appropriations from the Health Care Expansion Fund in the Medical Services
Premiumslineitem. While staff recommends the request, staff believes the Department's indirect
cost plan needs updating to account for several new sources of cash funds, including the Hospital
Provider Fee, that have been used to finance the Department since the original indirect plan was
developed several years ago. Also, staff believes some changes could be made to clarify which
overhead costs are being funded through theindirect cost plan and which are being allocated to fund
sources directly to make the indirect plan and the financing of the Executive Director's Office more
transparent. Staff is not recommending any changes for FY 2012-13 because of the time required
to get any modifications approved by the federal government, but staff will continue working with
the Department over the summer to update the indirect cost plan for FY 2013-14.

R5 Medicaid fee-for-service reform: Staff recommends the requested increase of $116,204,
including $58,102 Genera Fund, for 1.8 FTE (annualizesto 2.0 FTE in FY 2013-14) to manage the
gainsharing, prospective payment, and long-term careinitiatives proposed by the Department in R5.
The FTE will be responsible for establishing the gainsharing methodology, attributing clients to
providers, cal culating the savings and incentive payments, procuring and maintai ning contractswith
thevendorsfor studiesof the gainsharing programs, drafting and managing contractswith providers,
and fielding questions and concerns from providers. The FTE will also help with developing and
overseeing contracts for consulting services. See the discussion of R5 at the beginning of this
document for amore detailed analysis.

Operating Expenses

Description: Thislineitem paysfor operating expenses associated with the staff at the Department.
Examples of the expendituresinclude software/licenses, office supplies, office equipment, utilities,
printing, and travel.

Request: The Department's requests:

. $11,306, including $5,653 General Fund for R5 Medicaid fee-for-service reform associated
with the requested increase in FTE; and,

. A net reduction of $39,672, including areduction of $28,363 General Fundto annualize prior
year budget decisions.

Recommendation: Staff recommendsthe changesdescribed inthefollowing table. Each component
of the staff recommendation is discussed in the narrative below the table.
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Operating Expenses
General Cash Reapprop. Federal

Total Fund Funds Funds Funds
FY 2011-12 Appropriation 1,586,232 679,994 101,248 13,461 791,529
Supplemental - delay in implementing
SB 10-061 Hospice room/board charges (475) (238) 0 0 (237)
FY 2011-12 Recommendation 1,585,757 679,756 101,248 13,461 791,292
Health Care Affordability Act,
HB 09-1293 annualization (96,398) 0 (48,199) 0 (48,199)
Hospice room and board charges,
SB 10-061 annualization 0 0 0 0 0
Teen pregnancy & dropout prevention,
SB 11-177 annualization (4,703) (2,351) 0 0 (2,352)
General Operating Expenses Reduction,
FY 11 BA#17 annualization 69,140 34,570 0 0 34,570
Prenatal Plus Administration Transfer,
DI#8 FY 12 annualization (10,086) (5,043) 0 0 (5,043)
R5 Medicaid fee-for-service reform 11,306 5,653 5,653
FY 2012-13 Recommendation 1,555,016 712,585 53,049 13,461 775,921

Supplemental - delay in implementing SB 10-061 Hospice room/boar d char ges; and, Hospice
room and board char ges, SB 10-061 annualization: Staff recommendsasupplemental reduction
for a delay in implementing S.B. 10-061 Hospice room/board charges. This bill (by Tochtrop;
Williams/Soper; Riesberg) required Medicaid to pay theroom and board costsfor someonereceiving
hospice care in alicensed hospice inpatient facility, and that when someone receives hospice care
inaclass| nursing facility the room and board costs be paid directly to the nursing facility, rather
than through the hospice provider. However, the changesto hospice billing were conditional onthe
Department receiving sufficient gifts, grants, and donations to pay for a waiver application, and
federal approval of the waiver. To date the Department has not received any gifts, grants, or
donations, and the Department has not received federal approval for a waiver. The staff
recommendation removes the FY 2011-12 funding and provides no annualization in FY 2012-13
associated with the bill.

Health Care Affordability Act, HB 09-1293 annualization: The staff recommendation reflects
the end of one-time capital outlay expendituresfor 15.7 new FTE who were added in FY 2011-12
toadminister H.B. 09-1293, whichimplemented ahospital provider fee, new supplemental payments
for hospitals, and eligibility expansions.

14-Mar-12 25 HCP-Figure Setting



DEPARTMENT OF HEALTH CARE POLICY AND FINANCING
FY 2012-13 FIGURE SETTING
JBC WORKING DOCUMENT -- DECISIONS SUBJECT TO CHANGE
STAFF RECOMMENDATION DOES NOT REPRESENT COMMITTEE ACTION

Teen pregnancy & dropout prevention, SB 11-177 annualization: Therecommendation reflects
the end of one-time funding for capital outlay for the 1.0 FTE the Department received in FY 2011-
12 to administer this bill.

General Operating Expenses Reduction, FY 11 BA#17 annualization: InFY 2010-11 the JBC
approved a Department request for a temporary, two-year reduction in operating expenses of 5.0
percent to help balance the budget. The Department indicated it would accomplish the reduction by
reducing travel expenses, replacing fewer computers, and saving on printing and publication
materials. Sincetherequest wasfor atemporary reduction, staff assumesthe Committee'sintentin
approvingtherequest wasal so for atemporary reduction, and theref ore staff recommendsrestoration
of the funding for FY 2012-13.

Prenatal PlusAdministration Transfer, DI#8FY 12 annualization: Therecommendationreflects
the end of one-time funding for capital outlay for administration of the prenatal plus program that
was transferred from the Department of Public Health and Environment in FY 2011-12. Seethe
Personal Services lineitem for more detail.

R5 Medicaid fee-for-servicereform: Staff recommends the requested funds for operating costs
associated with the new 1.8 FTE responsible for managing the gainsharing, prospective payment,
and long-term care initiatives proposed by the Department in R5. See the discussion of R5 at the
beginning of this document for amore detailed analysis.

L eased Space
Description: Thislineitem paysfor the Department's 39,900 square feet of leased space at 225 16th

Street. Therate per square foot for units above ground varies between $16.77 and $21.00 based on
the location within the building and the layout.

Request: The Department requests continuation funding.

Recommendation: Staff recommendstherequested continuation funding. The Department does
not have plans to change the square feet occupied. Overal, in the Capitol Complex and private
leases combined, the Department i susing approximately 228 rentable square feet per office worker.
The Colorado Standards for Measuring Overall Space Use Efficiency in Leased Office Spaces sets
agoal for office space leased by state agencies at 70% of the average number of square feet in the
Denver area for private sector office space of 291 rentable square feet per office worker, or 204
rentable square feet. This suggests the Department could get by with fewer square feet of leased
space, but this would require capital outlay to update and more efficiently configure the space the
Department is using.
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General Professional Services

Description: Thisline item pays for contract services used by the Department for special projects
authorized by the General Assembly. The sources of cash fundsinclude the Hospital Provider Fee,
Nursing Facility Fee, Coordinated Carefor People with Disabilities Fund, Nursing Home Penalties,
and gifts, grants, and donations. The federal match rate varies based on the specific contracts.

Request: The Department requests:

. A reduction of $52,000, including $26,000 General Fund for R5 Fee-for-service Reform
. An increase of $30,000, including $15,000 General Fund for R7 Cost Sharing for Medicaid

and CHP+

. R12 Hospital Provider Fee True-up to continue the adjustments to administrative expenses
financed with the Hospital Provider Fee approved in the supplemental, and

. Annualizations of prior year budget decisions.

Recommendation: Staff recommendsthe changesdescribed inthefollowing table. Each component
of the staff recommendation is discussed in the narrative below the table. Note that no adjustment
isnecessary for R12, because the requested reduction in funding was approved in the supplemental
and already incorporated in the base.

General Professional Services

General Cash Federal

Total Fund Funds Funds
FY 2011-12 Appropriation 6,476,052 1,430,918 661,750 4,383,384
Annualize prior year budget decisions (186,000) 56,250 (224,250) (18,000)
R5 Fee-for-service reform (127,000) (63,500) 0 (63,500)
R7 Cost sharing for Medicaid and CHP+ 30,000 15,000 0 15,000
FY 2012-13 Recommendation 6,193,052 1,438,668 437,500 4,316,884

R5 Fee-for-servicereform: Staff recommends $75,000 less than the request, including $37,500
Genera Fund, dueto not recommending the contract servicesto study consolidating long-term care
servicesinnaturally occurring retirement communities. Thetotal includestheexpiration of one-time
funding provided in FY 2011-12 to study coordinated payments and payment reforms. See the
discussion of R5 at the beginning of this document for a more detailed analysis.

R7 Cost sharing for Medicaid and CHP+: Staff recommends the requested funding to develop
the plan amendments necessary to implement the cost sharing initiativesin R7. See the Medica
Services Premiums for amore detailed analysis of the request.
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(B) Transfersto Other Departments

Description: All of thelineitemsin thissection fund transfersfor programs operated by departments
other than the Department of Health Care Policy and Financing. The amounts for these line items
are set during the figure setting presentations for those other departments.

Request: The Department's request includes annualization of S.B. 11-076 that temporarily reduced
the state contribution to PERA, annualization of a school-based health program refinancing, and
technical adjustments to the fund sources.

Recommendation: The table below summarizes the amounts approved by the Joint Budget
Committee and provides a cross reference to the date of the figure setting. However, some these
amounts include portions of centralized appropriations, and so the figure in the tables may not be
easy to cross reference without staff work papers for the Department that set the figure.

Date of
Figure General Reapprop. Federal
Transfers to/For Setting Total Fund Funds Funds
Public Health and Environment 02/23/12
Facility Survey and Certification $5,180,645 | $1,554,466 $0 [ $3,626,179
Nurse Home Visitor Program 3,010,000 0| 1,505,000 1,505,000
Prenatal Statistical Information 5,865 2,933 0 2,932
Regulatory Agencies 2/14/12
Nurse Aide Certification 324,041 147,369 14,652 162,020
Reviews 14,000 7,000 0 7,000
Education 3/5/12
Public School Health Services
Administration 149,999 0 0 149,999
TOTAL Transfers $8,684,550 | $1,711,768 | $1,519,652 | $5,453,130

(C) Information Technology Contracts and Projects

Information Technology Contracts

Description: Thislineitem paysfor maintenance of the Medicaid Management Information System
(MMIS) and the Web Portal. MMIS processes Medicaid claims, performs electronic prior
authorization reviews for certain medical services, transmits data so that payments can be made to
providers, and manages information about Medicaid beneficiaries and services. The Web Portal
providesafront-end interfacefor providersto submit electronic information to MMIS, the Col orado
Benefits Management System, and the Benefits Utilization System in aformat that complies with
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theconfidentiality standardsof thefederal Health Insurance Portability and Accountability Act (HIPAA).

Request: The Department requests:
. An increase of $523,964, including $130,991 Genera Fund, for R7 Cost Sharing for
Medicaid and CHP+;
. A decrease of $613,974 for R12 Hospital Provider Fee true-up;
. Anincrease of $1,065,358 for BA6 MMIS Technical Adjustments; and,
. A net decrease of $645,773, including $122,430 General Fund, to annualizeprior year budget
actions.

Recommendation: Staff recommendsthe changesdescribed inthefollowing table. Each component
of the staff recommendation is discussed in the narrative below the table.

Information Technology Contracts
Genera Cash Reapprop. Federal
Total Fund Funds Funds Funds
FY 2011-12 Appropriation 32,412,990 | 6,581,901 | 1,479,670 100,328 | 24,251,091
Health Care Affordability Act,
HB 09-1293 annualization 482,383 0 218,770 0 263,613
Hospice room and board charges,
SB 10-061 annualization 0 0 0 0 0
Medicaid for Ages 6-19 from 100-133%,
SB 11-008 annualization 6,930 1,733 0 0 5,197
Medicaid for pregnant women 133-185%,
SB 11-250 annualization 6,930 1,681 73 0 5,176
MMIS adjustments,
BA#15 FY 11 annualization (1,064,400) (106,440) 0 0 (957,960)
Client Overutilization Program (COUP),
BRI#1 FY 12 annualization (207,900) (51,975) 0 0 (155,925)
Medicaid reductions,
BR#5 FY12 (189,000) (47,250) 0 0 (141,750)
R7 Cost sharing for Medicaid and CHP+ 523,964 130,991 0 0 392,973
R12/BA6 Hospital Provider Fee true-up
and MMIS Technical Adjustments 451,384 0| (131,847) 0 583,231
FY 2012-13 Recommendation 32,423,281 | 6,510,641 | 1,566,666 100,328 | 24,245,646

Health CareAffordability Act, HB 09-1293 annualization: Staff recommends the requested net
increasefor Medicaid eligibility expansionsauthorized by H.B. 09-1293. Specifically H.B. 09-1293
provided for a new Medicaid buy-in program for people with disabilities and expanded Medicaid
eligibility to adults without dependent children. The requested net increase is the result of the end
of one-time programming costs and the ramping up of on-going costs to the vendor for claims
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processing, claims adjustments, and prior authorization reviews (PARS). The request is consistent
with the assumptionsin the original fiscal notefor thebill. The source of cash fundsis the Hospital
Provider Fee, and thefederal match rateisablend of 50.0 percent for Medicaid PARs and mailings,
75.0 percent for Medicaid claims processing, and 65.0 percent for CHP+ claims processing.

Although staff recommends the requested amount for the annualization of H.B. 09-1293, staff also
recommends the Department's BA5, which adjusts several assumptions about expenditures for
MMISbased inlarge part on new estimates of the expansion popul ation, and R12 Hospital Provider
Fee true-up.

Hospiceroom and boar d char ges, SB 10-061 annualization: Staff recommendsno annualization

for one-time programming costs to implement S.B. 10-061 (by Tochtrop; Williams/Soper; Riesberg),
which required changesto the way Medicaid paysfor hospice room and board costs, contingent on
sufficient gifts, grants, and donations to pay for awaiver application. The Department has not
received any gifts, grants and donations to date. See the personal servicesline item for further
explanation.

Medicaid for Ages6-19 from 100-133%, SB 11-008 annualization : Staff recommends the
requested increase for one-time computer programming changes to implement the Medicaid
eligibility expansion authorized by the bill. The request is consistent with the assumptionsin the
original fiscal notefor thebill. The bill (by Boyd/Gerou) extended Medicaid eligibility to children
6-19 years old with family income from 100.0 percent up to 133.0 percent of the federal poverty
guidelines to match the Medicaid eligibility standards for children under 6 and the standards that
werein place at thetimefor pregnant women. Senate Bill 11-008 also allowed appropriations from
Tobacco Tax money deposited in the Health Care Expansion Fund (HCEF) for the expansion
population. Following the practice established by the JBC last year, staff recommends consolidating
appropriations from the HCEF in the Medical Service Premiumslineitem and using General Fund
for the state match for the computer programming costs in this line item.

Medicaid for pregnant women 133-185%, SB 11-250 annualization:  Staff recommends the
requested one-time computer programming changes to implement the Medicaid eligibility expansion.
The request is consistent with the assumptionsin the original fiscal note for the bill. The bill (by
Boyd/Ferrandino; Summers) extended Medicaid eligibility to pregnant women from 133.0 percent

up to 185.0 percent of the federal poverty guidelines to comply with federal requirements. The
source of cash fundsisthe Children's Basic Health Plan Trust Fund. The federal match rate for the
Medicaid-related programming is 75.0 percent and for the CHP+-related programming it is 65.0
percent.
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MMI S adjustments, BA15 FY 11 annualization: The staff recommendation reflects the end of a
portion of short-duration funding provided for federally-required maintenance of the MM I Ssystem.
There are three components to the maintenance work. Oneisfor a migration from the International
Classification of Diseases(ICD) version9toICD-10. These are diagnosis and treatment codes used
by providersto justify payments. Detailed and consistent coding provides awealth of information
for researchers and policy makers about the health profile of the Medicaid population, treatment
modalities, and cost drivers. The second isfor a migration from the Health Insurance Portability and
Accountability Act (HIPAA) electronic transaction standards version 4010 to HIPAA-5010. These
standards address patient confidentiality and data security. Thethird isfor an assessment of the
payment processing system that looks at the level of automation and the availability and quality of
management information. The federal match rate is 90.0 percent. The table below summarizes total
projected costs by fiscal year to complete the required maintenance.

Description FY 09-10 FY 10-11 FY 11-12 FY 12-13 FY 13-14 TOTAL
Project Management and Consultation Services  $546,020 $200,000 $200,000 $200,000 $66,666 $1,212,686
MMIS System Devel opment Work 0 2,092,878 2,092,878 1,546,858 515620 6,248,234
Independent Verification and Validation 0 0 300,000 300,000 100,000 700,000
Medicaid Information Technical
Architecture Assessment 0 1,000,000 500,000 0 0 1,500,000
Total $546,020 $3,292,878 $3,092,878 $2,046,858 $682,286 $9,660,920

Client Over utilization Program (COUP), BRI1FY 12 annualization: Thestaff recommendation
reflects the end of one-time programming changes to MMIS intended to make payment controls
through the Client Overutilization Program (COUP) more effective. In FY 2011-12 the Generd
Assembly authorized a 200 person expansion of the COUP. Through the COUP clients are locked
inwith one primary care physician, pharmacy, or managed care organization when thereisevidence
that the client has improperly or excessively utilized Medicaid benefits (usually pharmaceuticals)
that are not medically necessary. In order to accomplish the expansion of the COUP the Department
isoffering higher reimbursement for providerswho agree to take on the workload burden associated
with acting as alock-in provider.

Medicaid reductions, BRI5 FY12: The staff recommendation reflects the end of one-time
programming costs associated with a number of cost-containment initiatives implemented by the
Department and authorized by the General Assembly in FY 2011-12 as part of BRIS5.

R7 Cost sharing for Medicaid and CHP+: Staff recommends the requested increase for

programming changes necessary to implement the cost sharing initiatives. See Medical Service
Premiums for amore detailed analysis of the request.
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R12/BA6 Hospital Provider Feetrue-up and MMIS Technical Adjustments: The Department
requested anumber of changes to appropriations from the Hospital Provider Fee for administrative
expenses to more closely align appropriations with actual costs, with anet impact of an increasein
administrative appropriations funded from the Hospital Provider Fee. The Department reexamined
actual administrative expenses associated with the Hospital Provider Fee compared to the
assumptionsin theoriginal fiscal notefor H.B. 09-1293 in part because the Department has a better
sense of the timing and scope of the population expansions pursuant to H.B. 09-1293. It has also
been 2 years since the original estimate, and the Department is due for a statutory audit of the
program thisyear. R12 reduces the funding from the Hospital Provider Feefor lower postage costs
and BAG increases the funding for the share of several MMI S upgrades attributable to the Hospital
Provider Fee.

Fraud Detection Softwar e Contract
Description: This line item pays for maintenance and upgrades of software that detects payment,
utilization, and referral patterns that may be indicators of fraud, waste, or abuse. It also monitors
compliance issues and statistics related to fraud investigative costs.

Request: The Department request continuation funding.
Recommendation: Staff recommends the requested continuation funding.

Centralized Eligibility Vendor Contract
Description: Thislineitem paysacontractor to process applicationsand determineeligibility for the
Children's Basic Health Plan (CHP+). Beginning in FY 2011-12, it also includes money for
determining Medicaid eligibility for Adultswithout Dependent Children (AwDC) and theMedicaid
Buy-infor Peoplewith Disabilities (Buy-in). The source of cash fundsisthe Hospital Provider Fee.
The federal match rate for eligibility determinations is 50.0 percent for Medicaid and 65.0 percent
for CHP+. In order to qualify for CHP+ an applicant must be ineligible for Medicaid, and the
majority of the processing time for CHP+ applications is actually spent determining Medicaid
eligibility. Therefore, the federal government reimburses 88.0 percent the contract for CHP+
eligibility determinations at the Medicaid match rate and 12.0 percent at the CHP+ match rate.

Request: The Department requestsanet increase of $646,365 for projected enrollment changes. The
request breaksthe changesinto componentsfor annualizing the Health Care Affordability Act (H.B.
09-1293), annualizing S7 Hospital Provider Fee Administrative True-up, and the new FY 2012-13
request R12 Hospital Provider Fee true-up. After stepping through all the components of the
Department's request, the net impact can be summarized as an adjustment for projected enrollment.

Recommendation: Staff recommends the requested increase for enrollment.

14-Mar-12 32 HCP-Figure Setting



DEPARTMENT OF HEALTH CARE POLICY AND FINANCING
FY 2012-13 FIGURE SETTING
JBC WORKING DOCUMENT -- DECISIONS SUBJECT TO CHANGE
STAFF RECOMMENDATION DOES NOT REPRESENT COMMITTEE ACTION

(D) Eligibility Deter minations and Client Services

Medical Identification Cards

Description: Fundinginthislineitem paysfor production of plastic authorization cardsfor Medicaid
and the Old Age Pension State Medical Program. The source of cash fundsisthe Hospital Provider
Fee. The source of reappropriated funds is a transfer from the Old Age Pension program in the
Department of Human Services. The federal match rateis 50.0 percent for Medicaid cards. There
isno federal match for the Old Age Pension State Medical Program.

Request: The Department requests R12 Hospital Provider Fee true-up, which would continue the
$9,240 increase approved as part of the supplemental. The supplemental corrected an overlooked
cost in the original fiscal note for H.B. 09-1293, the Health Care Affordability Act.

Recommendation: Staff recommends the requested total, but staff recommends showing the $1,593
reappropriated funds as cash funds. The money in question isfrom the Old Age Pension Health and
Medical Fund and should be labeled as cash funds, rather than as a transfer from the Department of
Human Services.

The number of cards required each year is dependent not only on caseload, but also turnover.
Periodically the Department will submit requeststo update the estimate based on changing patterns
in the number of cards needed, but not typically every year. For FY 2011-12 the cost per card is
approximately $0.57.

Contractsfor Special Eligibility Deter minations

Description: Thislineitem pays for disability determination services, nursing home preadmission
and resident assessments, and hospital outstationing. A fairly involved disability determination is
required by federal law for all people who qualify for Medicaid due to adisability. In FY 2010-11
2,323 disability determination cases were received by the Department's disability determination
services contractor and with the fixed price contract the cost per case was approximately $505.
Nursing home preadmission and resident assessments are also required by federal law to determine
the appropriateness of nursing facility placements for individuals with major mental illness or
developmental disabilities. The cost of these assessments can vary widely based on the individual
circumstances of clients, from $40 to $410, with an weighted average per client of $185. Hospital
outstationing provides on-site services to inform, educate, and assist eligible clients in gaining
Medicaid enrollment as part of efforts in the Health Care Affordability Act (H.B. 09-1293) to
increase access and reduce undercompensated care. The funding for in H.B. 09-1293 for
outstationing was based on 1.0 FTE per hospital.
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In FY 2011-12 there was a significant increase in the appropriation from the Hospital Provider Fee
for disability determination servicesin anticipation of increased workload with the Medicaid buy-in
program for people with disabilities.

Request: The Department requests continuation funding.

Recommendation: Staff recommendstherequested continuation funding. Theestimated amounts
for each service by fund source are summarized in the table below.

Contractsfor Special Eligibility Deter minations
Hospital Autism Federal
Generd Provider Treatment Federal Match
Total Fund Fee Fund Funds Rate
Disability determinations $3,701,798 | $581,831 | $1,264,068 $5,000 | $1,850,899 50.0%
Nursing home preadmission
and resident assessments 985,040 | 246,260 0 0 738,780 75.0%
Hospital outstationing 3,074,400 0 1,537,200 0 1,537,200 50.0%
FY 2012-13 Recommendation $7,761,238 | $828,091 | $2,801,268 $5,000 | $4,126,879 53.2%

County Administration
Description: Thisline item supports county eligibility determinations for Medicaid, the Children's
Basic Health Plan, and the Old Age Pension State Medical Program. Funds are distributed to
counties based on random moment sampling to determine caseload. The cost sharing is based on
20.0 percent local (county) funds, 30.0 percent General Fund, and 50.0 percent federal funds, except
for the eligibility determinationsfor the Old Age Pension State Medical Program, which are funded
with General Fund.

Request: The Department's request includes R12 Hospital Provider Fee true-up to continue the
adjustment that was made in the supplementa bill to move appropriations from the Hospital
Provider Feetoauniquelineitem. Also, the Department requestsanincrease of $241,325, including
$72,398 General Fund, to annualize S.B. 11-008 (by Boyd/Gerou), which extended Medicaid
eligibility to children 6-19 years old with family income from 100.0 percent up to 133.0 percent of
the federal poverty guidelinesto match the Medicaid eligibility standards for children under 6 and
the standards that were in place at the time for pregnant women.

Recommendation: Staff recommends the requested funding. The dlight increase from FY 2011-12
is due to the projected increase in the Medicaid casel oad associated with S.B. 11-008.

Hospital Provider Fee County Administration
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Description: This line item was created through the supplemental bill to separate the funding for
eigibility determinationsfor expansion popul ationsauthorized through the Heal th Care Affordability
Act (H.B. 09-1293) from the funding for other populations. The state match for eligibility
determinationsfor the expansion popul ationsauthorized by H.B. 09-1293 isfunded entirely with the
Hospital Provider Fee with no local county match. The federal participation rate is 50.0 percent.

Request: The Department requests R12 Hospital Provider Fee true-up to continue the separation of
funding that occurred in the supplemental bill, and anincreasein thetotal funding for annualization
expenses associated with H.B. 09-1293.

Recommendation: Staff recommends the requested funding. Theincrease from FY 2011-12 isdue
to aprojected increase in the Medicaid caseload associated with H.B. 09-1293.

Administrative Case M anagement

Description: Thislineitem provides Medicaid funding for qualifying expenditures associated with
state supervision and county administration of programs that protect and care for children
(out-of-home placement, subsi dized adoptions, child care, and burial reimbursements). Theprimary
activity reimbursed through this line item is completing, or assisting a child or family in the child
welfare system to complete, a Medicaid application. The federal match rate is 50.0 percent.

Request: The Department requests continuation funding.
Recommendation: Staff recommends the requested continuation funding.

Customer Outreach

Description: This line item provides funding for the Early and Periodic Screening, Diagnosis, and
Treatment Program (EPSDT Program) and for the Enroliment Broker Program. The EPSDT
Program provides outreach and case management servicesto promote accessto health care services
for children. Theenrollment broker program providesinformationto newly eligibleMedicaid clients
regarding their Medicaid Health Care Plan choices. Both of these programs are required by federal
law and regulations. The source of cash fundsisthe Hospital Provider Fee. Thefederal match rate
i$50.0 percent.

Request: The Department requests R12 Hospital Provider Fee true-up to continue the policy
approved in the supplemental bill of adjusting the fund sourcesto reflect the proportion of the total
Medicaid population paid from the Hospital Provider Fee. The Department also requests a net
decrease of $105,732, including $57,940 General Fund, for annualizing prior year budget decisions.
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Recommendation: Staff recommendsthe changesdescribed inthefollowing table. Each component
of the staff recommendation is discussed in the narrative below the table.

Customer Outreach
Hospital
Generd Provider Federal

Total Fund Fee Funds
FY 2011-12 Appropriation 5,303,663 2,550,470 101,362 2,651,831
Health Care Affordability Act,
HB 09-1293 annualization 30,447 0 15,224 15,223
Medicaid for Ages 6-19 from 100-133%,
SB 11-008 annualization 39,715 19,858 0 19,857
Medicaid Budget Balancing Reductions, FY 12
BA9 annualization (387,358) (193,679) 0 (193,679)
R12 Hospital Provider Fee true-up (59,449) 0 (29,725) (29,724)
FY 2012-13 Recommendation 4,927,018 2,376,649 86,861 2,463,508

Health Care Affordability Act, HB 09-1293 annualization: Staff recommends the requested
increase to implement the Medicaid eligibility expansions authorized by H.B. 09-1293, which
implemented a hospital provider fee, new supplemental payments for hospitals, and eligibility
expansions.

Medicaid for Ages 6-19 from 100-133%, SB 11-008 annualization: Staff recommends the
requested increase to implement the Medicaid eligibility expansion authorized by the bill. The
reguest isconsi stent with theassumptionsin theoriginal fiscal notefor the bill, but updated to reflect
current population projections. The bill (by Boyd/Gerou) extended Medicaid eligibility to children
6-19 years old with family income from 100.0 percent up to 133.0 percent of the federal poverty
guidelines to match the Medicaid eligibility standards for children under 6 and the standards that
werein placeat thetimefor pregnant women. Senate Bill 11-008 also allowed appropriations from
Tobacco Tax money deposited in the Health Care Expansion Fund (HCEF) for the expansion
population. Following the practice established by the JBC last year, staff recommends consolidating
appropriations from the HCEF in the Medical Service Premiumslineitem and using General Fund
for the state match in thisline item.

Medicaid Budget Balancing Reductions, FY12 BA9 annualization: Staff recommends the
requested decrease to annualize the prior year budget decision.

R12 Hospital Provider Fee true-up: The supplemental updated the appropriation that pays for
benefit packets that get distributed to clients to account for increases in the caseload and financed
all of the increase from the Hospital Provider Fee to make the proportion of fundsfor the lineitem
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from the Hospital Provider fee match the proportion of the total Medicaid population paid for from
the Hospital Provider Fee. R12 continuesthat policy in FY 2012-13 and the small change from the
amount approved in the supplemental reflects caseload projections for FY 2012-13.

(E) Utilization and Quality Review Contracts

Professional Services Contracts

Description: This line item contains the professional contracts related to reviewing acute care
utilization, long-term care utilization, external quality review, drug utilization review, and mental
health quality review. These contracts ensure that the benefits and services provided to Medicaid
clients are medically necessary and appropriate.

Acute care utilization performs prior authorization review for services such as transplants, out-of-
state el ective admissions, inpatient mental health services, inpatient substance abuse rehabilitation,
durablemedical equipment, non-emergent medical transportation, home health servicereviews, and
physical and occupational therapy. It alsoincludesretrospectivereviewsof inpatient hospital claims
to ensure care was medically necessary, required an acute level of care, and was coded and billed
correctly. The federal match rateis 75.0 percent.

Long-term care utilization review includes prior authorization reviews to determine medical
necessity, level of care, and target population determinations. It also includes periodic reevaluations
of services. The federal match for the maority of servicesis 75.0 percent.

Externa quality review handles provider credentialing, including activities such as verifying
licensure and certification information, validating Healthcare Effectiveness Data and Information
Set (HEDIS) measures, and reviewing provider performance improvement projects. The federal
match rate is 75.0 percent.

Mental health external quality review isvery similar to the externa quality review, but for mental
health providers. The federa match rateis 75.0 percent.

Drug utilization review performs prior authorization reviews, retrospective reviews, and provider
education to ensure appropriate drug therapy according to explicit predetermined standards.

Request: The Department requests R6 M edicaid Budget Reductionsfor increased prior authorization
reviews associated with anumber of different strategiesto reduce Medicaid costs. A portion of the
funding requested in R6 was already approved in the supplemental. The Department also requests
R12 Hospital Provider Fee Administrative True-up to continue fund source adjustments madein the
supplemental.
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Recommendation: Staff recommends the requested increase for R6 Medicaid Budget Reductions.
SeetheMedical Services Premiums section for amoredetailed analysis. No changeisnecessary for
R12 is necessary, since the base adjustment was already approved in the supplemental.

(F) Provider Auditsand Services

Professional Audit Contracts

Description: Thisline item pays for contract audits of the following:

Nursing facilities -- These audits determine the costs that are reasonable, necessary, and
patient-related, and the results of the audits serve as the basis for rates for the nursing
facilities.

Hospitals, Federally Qualified Health Centers (FQHCs), and Rura Health Centers -- These
federally-required audits focus on costs and rate data and serve as the basis for
reimbursement. Most of the audits are compl eted from the Medicare cost report and tail ored
to Medicaid requirements.

Single Entry Point Agencies -- Cost reports for all 23 Single Entry Point agencies are
reviewed, and on-site audits are conducted to the extent possible within the appropriation.

Payment Error Rate Measurement Project -- Each state must estimate the number of
Medicaid payments that should not have been made or that were made in an incorrect
amount, including underpayments and overpayments, every three years according to a
staggered schedule set up by the federal government. The following table summarizes
Colorado's payment error rate compared to national averagesfor FY 2007-08 (the report for
FY 2010-11 isnot yet available). The next audit will occur in FY 2013-14.

Nursing facility appraisals -- Every four years this audit determines the fair rental value
(depreciated cost of replacement) for nursing facilitiesfor useintherate setting process. The
next appraisal will occur in FY 2014-15.

Colorado Indigent Care Program -- These audits are similar to the Medicaid audits of
hospitals, FQHCs and RHCs, but for the indigent care program, rather than the Medicaid
program.

Disproportionate Share Hospital Audits-- Thisfederally-required audit looks at qualifying
expenditures for Disproportionate Share Hospital (DSH) payments. These payments are
intended to offset the uncompensated costs of providing medical servicesto uninsured and
underinsured patients.

The sourcesof cash fundsarethe Hospital Provider Feeand Nursing Facility Fee. Thefederal match
rate is 50.0 percent.

Request: The Department requests continuation funding.
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Recommendation: Staff recommendstherequested continuation funding. Theestimated amounts
for each service by fund source are summarized in the table below.

Professional Audit Contracts
Hospital Nursing Federal
General Provider Facility Federal Match
Total Fund Fee Fee Funds Rate

Nursing facilities $1,239,786 | $613,683 $0 $12,420 $613,683 49.5%
Hospitals, FQHCs, and RHCs 499,200 | 249,600 0 0 249,600 50.0%
Single Entry Point Agencies 112,000 56,000 0 0 56,000 50.0%
Payment Error Rate M easurement 0 0 0 0 0 ”
Nursing facility appraisals 0 0 0 0 0 ”
Colorado Indigent Care Program 500,000 0 250,000 0 250,000 50.0%
DSH Audits 100,000 50,000 0 0 50,000 50.0%
FY 2012-13 Recommendation $2,450,986 | $969,283 $250,000 $12,420 | $1,219,283 49.7%

(G) Recoveries and Recoupment Contract Costs

Estate Recovery
Description: The program pursues recoveries from estates and places liens on property held by
Medicaid clients in nursing facilities or clients over the age of 55. The contractor works on a
contingency fee basis of 10.9 percent. The remaining recoveries get applied as an offset to the
Medical Services Premiumslineitem.

Request: The Department requests continuation funding.

Recommendation: Staff recommends the requested continuation funding.

(2) MEDICAL SERVICE PREMIUMS

Thisdivision providesfunding for the health care servicesof individualsqualifying for theMedicaid
program. Health care services include both medical care services (such as physician visits,
prescription drugs, and hospital visits) andlong-term care services(provided withinnursingfacilities
and community settings). The Department contracts with health care providers through
fee-for-service and managed care arrangementsin order to provide these servicesto eligibleclients.

Medical and L ong-term Care Servicesfor Medicaid Eligible Individuals
Description: Appropriations in this section are a function of three factors:
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1. Number of clients
2. Cost per client, and
3. Available financing according to federal policy and state law.

Policy initiatives expected to change the forecast are typically detailed individually for the first
severa yearsuntil atrend is established, and then they become part of the base forecast. Thus, the
request and the staff recommendation frequently include several annualizations of budget decisions
from prior years that have not yet been incorporated into the base forecast.

The way Medicaid is set up in both state and federal statutes, al people who meet the eligibility
criteria are entitled to the covered services. Since the exact number of eligible people and the
services they will utilize are both unknown, state statutes provide the Medicaid program with
unlimited over-expenditure authority, as long as the over-expenditures are consistent with the
statutory provisions of the Medicaid program (Section 24-75-109, C.R.S)).

Thecost per client isimpacted by both the cost per unit of service and changesin thenumber of units
of service utilized per client.

Request: The Department requests:

. Anincrease of $441.7 million, including $125.3 million General Fund for R1/BA1 Medical
Services Premiumsto adjust the appropriation for updated forecasts of enrollment, cost per
capita, and available financing;

. A decrease of $1.9 million, including $0.9 million General Fund, for R5 Fee-for-service
Payment Reform to provideincentive paymentsto providerswho achieve performancegoals
related to minimizing high cost avoidable procedures;

. A net decrease of $30.2 million, including $30.6 million General Fund, for R6 Medicaid
Budget Reductions that include a number of different strategies to reduce costs, many of
which were aready approved in the supplemental hill;

. A decrease of $2.2 million, including $1.1 million Genera Fund, for R7 Medicaid and CHP+
Cost-sharing to increase copayments;

. A decrease of $1.0 million General Fund, for R10 Utilize Supplemental Payments for
General Fund Relief to continuethe policy approved at supplemental timeto retain aportion
of the federal funds earned through certified public expenditures to offset the need for
Genera Fund in the Medical Service Premiums line item, and to transfer some certified
public expenditurefinancing from the Safety Net Provider PaymentslineitemtotheMedical
Service Premiums line item;

. An increase of $1.4 million for BA3 Smoking Cessation Quitline to continue the policy
authorized in H.B. 12-1202 to match federal funds for the Smoking Cessation Quitline;
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. BA4 Utilize Supplemental Payments for General Fund Relief

Recommendation:

Medical and Long-term Care Services for Medicaid Eligible I ndividuals
Generd Cash Reapprop. Federal
Total Fund Funds Funds Funds
FY 2011-12 Appropriation 3,546,661,301 1,164,690,834 | 626,928,302 6,388,059 1,748,654,106
S1 Revised enrollment/expenditure forecast 100,952,811 42,073,678 5,412,542 57,769 53,408,822
FY 2011-12 Recommendation 3,647,614,112 1,206,764,512 | 632,340,844 6,445,828 1,802,062,928
Expiration of one-time or short-duration financing 0 76,815,670 | (73,529,319) (3,286,351) 0
Nursing fecility rates, SB 11-215 annualization 8,865,830 4,432,915 0 0 4,432,915
R1/BA1 Enrollment/expenditure forecast 347,830,468 84,486,093 91,707,109 55,863 171,581,403
R5 Fee-for-service reform (1,138,683) (535,785) (31,706) (1,851) (569,341)
R6 Medicaid Budget Reductions (5,740,990) (2,824,585) (45,910) 0 (2,870,495)
R7 Cost Sharing for Medicaid and CHP+ (2,171,793) (1,060,682) (25,214) 0 (1,085,897)
S9/BA3 Smoking cessation Quitline 796,154 0 398,077 0 398,077
S10/R10/BA4 Utilize supplemental payments for
General Fund relief (1,900,004) 8,484 (639,640) 0 (1,268,848)
FY 2012-13 L ong Bill Recommendation 3,994,155,094 1,368,086,622 | 650,174,241 3,213,489 1,972,680,742
Continuation of nursing facility reduction (9,024,676) (4,512,338) 0 0 (4,512,338)
FY 2012-13 Recommendation 3,985,130,418 1,363,574,284 | 650,174,241 3,213,489 1,968,168,404

S1 Revised enrollment/expenditureforecast: Staff recommends the requested adjustment to the
FY 2011-12 base appropriation for the revised enrollment and expenditure forecast. The
recommendation representsa2.8 percent increaseintotal fundsand a3.8 percent increasein General
Fund compared to the FY 2011-12 appropriation.

Expiration of one-time or short-duration financing: The staff recommendation reflects the
expiration of several JBC- sponsored bills that provided one-time or short-duration financing to
offset the need for General Fund in FY 2011-12.

Bill Fund Source Amount

SB 11-212 Hospital Provider Fee 25,000,000
SB 11-211 | Tobacco Education Programs Fund 17,758,594
Prevention, Early Detection, and Treatment Fund | 11,995,055

Health Disparities Grant Program 3,286,351

SB 11-219 | Primary Care Fund 15,775,670
HB 10-1380 | Supplemental Old Age Pension 3,000,000
TOTAL | 76,815,670
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Nursing facility rates, SB 11-215 annualization: The staff recommendation reflects a one-time
reduction in FY 2011-12 of 1.5 percent to the General Fund portion of per diem rates paid to
Medicaid nursing facility providers, pursuant to this JBC-sponsored hill.

R1/BA1Forecast changes. Staff recommendstherequestedincreasefor changesintheenrollment
and expenditure forecast. Thetotal shown in the tableisthe forecast with annualized impacts from
SB 11-008 Medicaid Eligibility for Children, SB 11-177 Pregnancy and Dropout Prevention, SB
11-125 Nursing Home Feesand Order of Payments, SB 11-250 Eligibility for Pregnant Women, and
budget policy decisions made in SB 11-209 the FY 2011-12 Long Bill.

The recommendation represents a 9.5 percent increase in total funds and a 7.0 percent increase in
Genera Fund compared to the revised FY 2010-11 forecast. The largest enrollment growth is
projected among children and adults, who typically have lower per capita costs than the elderly and
disabled populations. Although the projected enrollment increases for the elderly and disabled are
smaller, they contribute significantly to the overall increase in expenditures, due to the high
expenditure per capitafor these populations.

Thebest optionscurrently availableto the General Assembly to contain Medicaid enrollment growth
are policies that improve the overall economy and reduce the number of uninsured. The General
Assembly has little control over the total population in the state or the age distribution of the
population. As for digibility criteria, a combination of federal policies effectively prohibits
Coloradofromrestricting eligibility for any of the M edicaid popul ations Col orado financesfrom the
Genera Fund.

Themost significant barrier to changing eligibility criteriais the maintenance of effort requirement
of the federal Affordable Care Act (ACA). This provision requires states to maintain at least the
eligibility criteriain effect during March of 2010 through January of 2014 for adults on Medicaid,
and through September of 2019 for children on Medicaid or the Children's Health Insurance
Program. Later this month the Supreme Court will hear arguments consolidated from three court
cases challenging provisions of the Affordable Care Act. The outcome from those arguments could
change federa policiesregarding eligibility. Until the Supreme Court makes a decision, however,
the only types of eligibility criteria Colorado could restrict would not save General Fund.

Thearesix dligibility expansionsthat will bein effect for FY 2012-13 that were implemented after
the maintenance of effort requirement of the ACA, and therefore not subject to the requirement:

. Children and Pregnant Women from 205% to 250%
. Pregnant WWomen from 133% to 185%
. Buy-in for people with disabilities
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. Parents from 60% to 100%
. Adults without dependent children to 10%, capped at 10,000
. Children 6-18 from 100% to 133%

All of these expansion categories are financed from the Hospital Provider Fee except Children 6-18
from 100% to 133% and Pregnant Women from 133% to 185%. Medicaid eligibility for Children
6-18 from 100% to 133% could be reduced, but Colorado would need to cover these children on
CHP+, because they were eligible for CHP+ prior to the ACA maintenance of effort, and the
Department anticipates Colorado will get the same federal match rate for this population in the
Medicaid program asit would in the CHP+ program. While Pregnant WWomen from 133% to 185%
are not subject to the ACA maintenance of effort, CMS is requiring Colorado to cover this
population as a condition of authorizing Colorado's CHP+ plan, based on CMS interpretation of
provisions in the Children's Health Insurance Plan Reauthorization Act of 2009. Also, the
Department projectsthat covering thispopul ation on Medicaid actually saves General fund, because
the average Medicaid reimbursement rates for pregnancy-related care are below CHP+
reimbursement rates.

Medicaid Enrollment
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Enrollment
Adults 65 and Older (OAP-A)
Disabled Adults 60 to 64 (OAP-B)
Disabled Individuals to 59 (AND/AB)
Disabled Buy-In
Categorically Eligible Low-Income Adults (AFDC-A)
Expansion Adults to 60% FPL
Expansion Adults to 100% FPL
Adults Without Dependent Children (AwDC)
Breast & Cervical Cancer Program
Eligible Children (AFDC-C/BC)
Foster Care
Baby Care Program-Adults
Non-Citizens
Partial Dual Eligibles

Expenditures
Adults 65 and Older (OAP-A)
Disabled Adults 60 to 64 (OAP-B)
Disabled Individuals to 59 (AND/AB)
Disabled Buy-In
Categorically Eligible Low-Income Adults (AFDC-A)
Expansion Adults to 60% FPL
Expansion Adults to 100% FPL
Adults Without Dependent Children (AwDC)
Breast & Cervical Cancer Program
Eligible Children (AFDC-C/BC)
Foster Care
Baby Care Program-Adults
Non-Citizens
Partial Dual Eligibles

Per Capita
Adults 65 and Older (OAP-A)
Disabled Adults 60 to 64 (OAP-B)
Disabled Individuals to 59 (AND/AB)
Disabled Buy-In
Categorically Eligible Low-Income Adults (AFDC-A)
Expansion Adults to 60% FPL
Expansion Adults to 100% FPL
Adults Without Dependent Children (AwDC)
Breast & Cervical Cancer Program
Eligible Children (AFDC-C/BC)
Foster Care
Baby Care Program-Adults
Non-Citizens
Partial Dual Eligibles

2010-11
38,921
7,767
56,281
0
60,958
20,154
27,166
0
531
302,381
18,392
7,868
3213
17,090

2010-11
$779,503,885
$129,754,347
$802,436,988

$0
$219,293,316
$56,465,514
$62,070,599
$0
$9,817,196
$501,363,403
$71,385,668
$67,611,716
$45,370,006
$24,223,258

2010-11
$20,027.85
$16,705.85
$14,257.69

$0.00
$3,597.45
$2,801.70
$2,284.86
$0.00
$18,488.13
$1,658.05
$3,881.34
$8,593.25
$14,120.76
$1,417.39

2011-12
39,867
8,399
59,589
58
70,299
24,050
35,406
1,667
610
336,582
18,141
7,472
2,659
18,796

2011-12
$790,299,421
$137,872,355
$841,750,042

$566,364
$245,486,587
$68,184,677
$89,960,988
$6,626,200
$11,044,992
$539,226,913
$71,281,528
$62,768,063
$40,620,820
$24,296,262

2011-12
$19,823.40
$16,415.33
$14,125.93

$9,764.90
$3,492.04
$2,835.12
$2,540.84
$3,974.93
$18,106.54
$1,602.07
$3,929.31
$8,400.44
$15,276.73
$1,292.63

2012-13
40,820
8,948
62,098
2,208
77,455
26,498
42,381
10,000
679
367,649
18,159
7,546
2,529
20,503

2012-13
$824,699,781
$148,784,777
$896,295,326
$23,492,951
$268,471,049
$76,149,713
$113,036,833
$98,333,000
$12,113,260
$580,420,727
$72,787,602
$63,486,317
$41,131,798
$27,698,537

2012-13
$20,203.33
$16,627.71
$14,433.56
$10,639.92

$3,466.16
$2,873.79
$2,667.16
$9,833.30
$17,839.85
$1,578.74
$4,008.35
$8,413.24
$16,264.06
$1,350.95
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R5Fee-for-servicereform: Staff recommendsadecreaseof $797,061, including $375,041 General
Fund, for the projected impact of implementing the gainsharing proposalscontainedin R5. The staff
recommendation is half of the requested amount, due to more conservative estimates of the savings
that will occur. See the description of R5 at the beginning of this document for a more detailed
explanation.

R6 Medicaid Budget Reductions. Staff recommends a total decrease of $5,740,990, including
$2,824,585 Genera Fund, for a collection of cost containment initiatives proposed by the
Department. Of the recommended change, atotal of $1,150,732, including $562,246 General Fund,
isfor anew initiative the JBC has not yet considered, and the remainder isfor initiatives approved
by the General Assembly as part of the supplemental package'. Notethat R6 alsoincluded arequest
for continuation of a nursing facility reduction, but that requires a bill and is discussed below.

The initiative the JBC has not yet considered is to use a sole source contract for diabetic testing
supplies. The Department believes that competitively bidding a sole source contract will result in
manufacturer rebatesthat exceed current practice, including the provision of free glucose metersand
freeclient education and outreach. Theonly potential negativeimpact on clientswould befromreal
or perceived defects in the quality and accuracy of the products, and staff assumes the contracting
processwill protect the state from such problems. The projected rebates are based on feedback the
Department received from vendorswho expressed interest in bidding on such asol e source contract.

R7 Cost sharing for Medicaid and CHP+: Staff recommends the requested decrease in funding
as aresult of increasing copayments.

The specific proposed increases in copayments by service, and the projected General Fund savings
associated with each, are summarized in the table on the next page.

! For descriptions of the previously approved initiatives, please see the JBC staff
supplemental recommendations for the Department of Health Care Policy and Financing, dated
January 19, 2012, beginning on page 4. The document can be accessed from the JBC's web site, or
at thislocation: http://www.state.co.us/gov_dir/leg_dir/jbc/2011-12/hcpsupl.pdf
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Medicaid

Inpatient Hospital Services

Outpatient Hospital Services

Practitioner Services

Optometrist Visit

Podiatrist Visit

Psychiatric Services

Community Mental Health Center Services
Rural Health Clinic/ FQHC Services
Durable Medical Equipment

Laboratory

Radiology (X-ray) Services

Prescription Services - Brand Name Drugs
Prescription Services - Generic Drugs
Non-Emergency Medical Transportation
Outpatient Substance Abuse

Physical, Occupational and Speech Therapy
Home Health

Private Duty Nursing

Non-Emergent Hospital Services

SUBTOTAL - Medicaid

Children's Basic Health Plan (CHP+)
CHP+ Enrollment Fees - net after attrition

Emergency Care and Urgent/After Hours Care

Emergency Transport/Ambulance Services

Inpatient (Includes mental illness, intractable

pain, and autism servicesin this setting)
Physician

Outpatient/ Ambulatory

Laboratory and X-Ray

Prescription Services - Brand Name Drugs

SUBTOTAL - CHP+

Administrative Costs
MMIS System Changes
Rural Hospital Contractor

SUBTOTAL - Administration

TOTAL

14-Mar-12

GENERAL FUND Impact

FY 2011-12|[FY 2012-13 [FY 2013-14

| Current Rate

Proposed Rate

[eNeoNolNoloNeoNolNoloNeololNolNoNolNeNolNolNolNo o]

(138,601)
0
0

[cNeoNeoNoNe]

(138,601)

0
0
0

(20,659)
(120,175)
(257,696)

(2,695)
(698)
@
(1,235)
(299)
(25,868)
(42)
(478)

(52,815)

(555,255)
0

0

0

0

0

(22,786)
(1,060,704)

(338,468)
(18,413)
(7,125)

(15,654)
(12,519)
(45,990)
(54,745)
(30,415)
(523,329)

130,991
15,000
145,991

(164,896)
(353,593)

(761,884)

(116,104)
(279,613)

(1,955,336)

(371,416)

Lesser of $10 per day or 50% of the Lesser of $12 per day or 50% of the

(371,416)

(138,601) (1,438,042) (2,326,752)

(28,347) averaged allowable daily rate. averaged allowable daily rate.
$3.00 per visit $3.80
$2.00 per visit $2.55
(3,698)  $2.00 per visit $2.55
(959) $2.00 per visit $2.55
(5)  $0.50 per unit of service (15 $0.65
(1,694)  $2.00 per visit $2.55
(412) $2.00 per date of service $2.55
(35,494) $1.00 per unit or period of service $1.30
(57) $1.00 per date of service $1.30
(655) $1.00 per date of service $1.30
(72,469) $3.00 $3.80
$1.00 $1.30
(29,077) $0.00 $1.30
(15,713) $0.00 $1.25
$0.00 $2.45
$0.00 $2.45
(6,868) $0.00 $2.45
(93,797) $3.65 $7.30
Percent of Federal Poverty Guidelines
Current Rate Proposed Rate
101-150% | 151-200% [201-250% | 101-150% | 151-200% [201-250%
$25 annually $75 annually
$3.00 $15.00 $20.00 $3.00 $20.00 $50.00
$2.00 $15.00 $25.00
$2.00 $20.00 $50.00
$2.00 $5.00 $10.00
$2.00 $5.00 $25.00
$0.00 $5.00 $10.00
$1.00 $5.00 $10.00 $1.00 $10.00 $15.00
0
0
0
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The following services would be exempt from the Medicaid copayments.

. Services to children under 19

. Services to pregnant women

. Services to individualsin an institution who are required to spend down their assets
. Emergency services

. Family planning services

. Services to individuals receiving hospice care

. Services to Native Americans

. Services provided under a Community Mental Health Services program, and

. Managed care program services.

The table below provides the estimated average annual cost sharing per client for different
populations, based on historic utilization patterns for different services.

Estimated Average Annual Cost Sharing per Client Per Y ear
Current Cost | Proposed Cost

Population Sharing Sharing Difference
Medicaid

Ages 65+ $8.44 $16.30 $7.86
Disabled Ages 60-64 $42.21 $69.57 $27.36
Disabled Ages 0-59 $46.12 $82.93 $36.81
Categorically Eligible Parents $19.29 $26.93 $7.64
Parents to 60% $16.70 $25.75 $9.05
Parents to 100% $11.53 $17.78 $6.25
Children's Basic Health Plan (CHP+)

Children from 100% to 150% $10.00 $12.00 $2.00
Children from 151% to 200% $56.00 $79.00 $23.00
Children from 201% to 250% $82.00 $192.00 $110.00

The Department will achieve the savings by reducing reimbursement rates to providers by the
amount of the expected copay for each service. If aprovider chooses not to charge the additional
copay, or is unable to collect the copay, then the provider will receive less money for the service.

So, to the extent that this proposal results in copayments that clients are unable to afford, then the
effect of the proposal is to reduce provider payments.

Part of the stated purpose of R-7 isto, "encourage a more involved decision-making process when

clients decide whether or not they need to visit a physician or hospital” and "reduce unnecessary
emergency or specialty care" and "slow long-term Medicaid and CHP+ cost growth." However, the
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Department assumes no change in utilization patterns with higher co-payments. The Department
explains that it believes changes in utilization patterns are possible, but did not find sufficient
evidence showing a specific relationship between changesin co-payments and utilization patterns.
Therefore, the Department estimated the savings conservatively. For FY 2012-13 the benefit of the
proposal is primarily from identifying an aternative source of funding to the General Fund, rather
than changing utilization patterns.

This proposal is in part an executive branch response to the JBC-sponsored S.B. 11-213, which
would haveincreased annual enrollment feesfor CHP+ for familieswith income above 205 percent
of the federal poverty guidelines. The Governor vetoed S.B. 11-213 out of concern that it would
have a significant negative impact on enrollment. In R7 the executive branch attemptsto achieve
an increase in cost-sharing, but spreads the impact over both CHP+ enrollment fees and a number
of copayments for services in both CHP+ and Medicaid. The JBC approved the enrollment fee
increases for CHP+ in the supplemental. R7 continues and annualizesthat policy into FY 2012-13
and adds the copayments for CHP+ and Medicaid. The savingsfrom the Medicaid copaymentsare
reflected in this line item and the savings from the CHP+ copayments are reflected in the Indigent
Care Program, Children's Basic Health Plan Medical and Dental Costs line item.

S9/BA3 Smoking cessation Quitline: Staff recommends the requested increase from the Tobacco
Education Programs Fund (tobacco tax moneys) to match federal fundsand pay for tel ephone-based
smoking cessation coaching and nicotine replacement therapy for Medicaid clients. After the
Tobacco Education Programs Fund moneys are matched with federal funds, the total will be
transferred to the Department of Public Health and Environment to administer the QuitLineservices.

Previously the QuitLine serviceswere paid for entirely from the Tobacco Education Programs Fund,
but HB 12-1202, sponsored by the JBC, allowed the appropriation of some of the Tobacco Education
Programs Fund to match Medicaid funds for the program. The additional federal money will allow
DPHE to perform more outreach and serve a larger number of Medicaid clients. The request
annualizes the fiscal impact of HB 12-1202.

R10/BA4 Utilize supplemental payments for General Fund relief: Staff recommends the
requested R10/BA4 to continuethe policy approved in the supplemental of withholding 10.0 percent
of the federal funds earned through certifying public expenditures for inpatient and physician
services in order to offset the need for General Fund. If not withheld, the money would be
distributed through the inpatient high volume supplemental payment and physician supplemental
payment to Denver Health and Memorial Hospital.

Continuation of nursingfacility reduction: Staff recommendsthat the JBC sponsor therequested
legislation to continue indefinitely the 1.5 percent reduction in the General Fund share of nursing
facility per diem rates. This reduction was initially implemented in FY 2010-11 through HB 10-
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1324 and continued in FY 2011-12 through SB 11-215. Both bills were sponsored by the JBC.
Similar rate reductions implemented in FY 2010-11 for other providers have been carried forward
in the base appropriation. Without the proposed legislation, nursing facilities would receive an
increase in rates for FY 2012-13 that is not being offered to other providers, and has not been
analyzed with a business case for the need or comparisons of rates relative to other providers.

The proposed legislation applies to the per diem component of nursing facility rates that pay for
direct and indirect health care, raw food, administrative and general services, and fair rental value.

Nursingfacilitiesal so receive supplemental paymentsfinanced withthenursing facility provider fee
and HB 10-1324 and SB 11-215 allowed these supplemental payments to increase to mitigate the
impact of the adjustment to the per diem, within the limits on the provider fee allowed by law.

(3) MEDICAID MENTAL HEALTH COMMUNITY PROGRAMS

Funding recommendations for the line items in this division are addressed in the figure setting
presentation for mental health programs.

(4) INDIGENT CARE PROGRAM

This division contains funding for the following programs: (1) Colorado Indigent Care Program
(CICP) which partially reimburses providers for medical services to uninsured individuals with
incomes up to 250 percent of the federal poverty level; (2) Children's Basic Health Plan; and (3) the
Primary Care Grant Program.

Safety Net Provider Payments

Description: Thislineitem providesfundingto partially reimburse hospitalsfor uncompensated and
undercompensated care provided through the Col orado Indigent Care Program (CICP) to peoplewith
income at 250 percent of the federal poverty guidelines or lesswho are not eligible for Medicaid or
CHP+. TheCICPisNOT aninsurance program with defined benefitsfor the clients. Providersmay
choose what services they will offer to clients in the CICP. However, in order to receive
reimbursement through the CICP the provider must limit CICP client copayments for offered
services according to a dliding scale based on income.

The maximum annual copayment for a CICP client is 10.0 percent of the client'sincome, or $120
for clients earning less than 40.0 percent of the federal poverty guidelines. The table below
summarizes the maximum copayments for specific categories of servicesin effect for FY 2010-11.
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Percent of Hospital Specialty
Federal Poverty Hospital Emergency Hospital Outpatient Outpatient  Prescription/
Guidelines Inpatient Room Physician Clinic Clinic Lab Services
40% & Homeless $0 $0 $0 $0 $0 $0
40% $15 $15 $7 $7 $15 $5
62% $65 $25 $35 $15 $25 $10
81% $105 $25 $55 $15 $25 $10
100% $155 $30 $80 $20 $30 $15
117% $220 $30 $110 $20 $30 $15
133% $300 $35 $150 $25 $35 $20
159% $390 $35 $195 $25 $35 $20
185% $535 $45 $270 $35 $45 $30
200% $600 $45 $300 $35 $45 $30
250% $630 $50 $315 $40 $50 $35

Hospitals that participate in the CICP are eligible for reimbursement based on a share of the
provider's estimated write-off costs for CICP clients equal to 100 percent for rural and Critical
Access Hospitals, 64 percent for High Volume Medicaid and CICP Hospitals, and 75 percent for
other participating CICP hospitals. High Volume Medicaid and CICP Hospitals are those that
provide at least 35,000 Medicaid inpatient days per year and 30.0 percent of total inpatient daysto
Medicaid clients (Denver Health, University, Memorial, and Children's).

The sources of cash funds are the Hospital Provider Fee and certified public expenditures and the
federal matchrateis50 percent. Colorado drawsthefederal fundsfor Safety Net Provider Payments
through two different methods. First, Colorado's Medicaid rates result in federal reimbursements
that are below the federally calculated Upper Payment Limit (UPL), leaving room for Colorado to
draw morefederal Medicaid funds, if thelocal matchisprovided. Although thereare nuancestothe
calculation of the UPL, the additional federal funds the state can draw under the UPL are
approximately equal to the difference between Colorado's Medicaid reimbursement rates and what
Medicare would have paid for the same services. Second, Colorado receives a federal
Disproportionate Share Hospital (DSH) allocation to provide enhanced payments to "safety net”
providerswho serveadisproportionate share of Medicaid andlow-income patients. DSH allotments
are required to decrease with the implementation of the Affordable Care Act and the expected
decrease in the uninsured population, but the schedule for reductions has not yet been released by
the federal government.

Request: The Department requests R10 Utilize Supplemental Payments for General Fund Relief to
continue the policy approved by the General Assembly in the supplemental bill of transferring the
Inpatient High V olume Supplemental Payment to the Medical Services Premiums section, and then
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retaining 10 percent of the federal funds drawn through certified public expendituresto serve asan
offset to General Fund in the Medical Services Premiumsline item.

Recommendation: Staff recommends using an updated estimate of the Safety Net Provider

Payments to adjust both the FY 2011-12 and FY 2012-13 appropriations. Although the
Department did not submit an official request for a supplemental or budget amendment, the
Department did provide the latest projection of the maximum federal funds available through the
UPL and DSH financing mechanisms with the February 15 forecast.

Safety Net Provider Payments
Hospital Certified
Provider Public Federal
Total Fee Expenditures Funds
FY 2011-12 Appropriation 293,928,866 144,686,653 2,277,780 146,964,433
Forecast adjustment (4,555,560) 0 (2,277,780) (2,277,780)
FY 2011-12 Recommendation 289,373,306 144,686,653 0 144,686,653
Forecast adjustment (2,317,774) (1,158,887) (1,158,887)
FY 2012-13 Recommendation 287,055,532 143,527,766 0 143,527,766

No additional adjustment is needed for R10 asthe fiscal impact on the base was already accounted
for in the supplemental .

Clinic Based Indigent Care
Description: This line item is similar in purpose to the Safety Net Provider Payments line item,
except that instead funding hospitals it partially reimburses clinics for uncompensated and
undercompensated care provided through the Col orado Indigent Care Program (CICP) to peoplewith
income at 250 percent of the federal poverty guidelines or lesswho are not eligible for Medicaid or
CHP+. TheCICPisNOT aninsurance program with defined benefitsfor the clients. Providersmay
choose what services they will offer to clients in the CICP. However, in order to receive
reimbursement through the CICP the provider must limit CICP client copayments for offered
services according to asliding scal e based on income (see the description of the Safety Net Provider
Payments line item for a summary of the copayments).

Sinceclinicsarenot eligiblefor UPL or DSH financing, thefederal fundsfor thislineitem aredrawn
through the UPL for Children's Hospital. The hospital then contracts with the clinics to distribute
the money, retaining $60,000 from thetotal appropriationto cover administrative costs. Theclinics
are not necessarily affiliated with Children's other than through the contract that allows them to
receive the supplemental payments.
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The available CICP funding is distributed based on each clinic’ s share of estimated write-off costs
compared to al clinics. In FY 2010-11 CICP clinic payments covered 67.2 percent of total actual
write-off costs.

Unlike the Safety Net Provider Payments line item, the state participation for this line item comes
from the General Fund. This line item existed prior to H.B. 09-1293, and so using the Hospital
Provider Fee to match the federal funds might be viewed as supplanting existing General Fund,
which is prohibited in Section 25.5-4-402.3(5)(a)(1), C.R.S. Also, these are not hospitals, and the
hospitalsarealready giving up ashareof their UPL to allow the clinicsto receivethese supplemental
payments. The federal match rate is 50 percent.

Request: The Department requests continuation funding.

Recommendation: Staff recommends the requested continuation funding. The Department is
implementing the expansion of Medicaid eligibility for Adults without Dependent Children more
slowly than anticipated last year, when the JBC staff recommended eliminating funding for thisline
item. Funding in thislineitem may make it easier for people with low-incometo receive carein a
setting that is less costly than a hospital, saving money for the client and the health care delivery
system as a whole. However, funding in this line item is not required by any federal rules or
regulationsand reducing or eliminating funding to hel p balance the budget remainsan option for the
JBC.

Health Care Services Fund Programs

Description: The appropriation for this program in FY 2011-12 was part of a creative financing
mechanism the JBC used to reduce the need for General Fund for Medical Service Premiums with
minimal impact on providers. Senate Bill 11-219, sponsored by the JBC, used half of the tobacco
tax money deposited in the Primary Care Fund to finance supplemental paymentsto clinics, rather
than primary care grants. The supplemental payments to clinics were eligible for federal financial
participation, and so providers received approximately the same total funds. Then the remaining
money inthe Primary Care Fund was appropriated to offset the need for General Fund intheMedical
Service Premiums lineitem. This financing was only possible under the constitutional provisions
governing the tobacco tax because the General Assembly passed SIR 11-009 declaring a fiscal
emergency.

Request: The Department requests no funding in FY 2012-13.

Recommendation: Staff recommendsno funding, consistent withtherequest. Thestatutory authority
that allowed the financing that occurred in FY 2011-12 expiresin FY 2012-13, and the only way to
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renew it would be for the General Assembly to declare another fiscal emergency. The executive
branch is not requesting such a declaration.

Pediatric Specialty Hospital

Description: Thelineitem providessupplemental paymentsto The Children'sHospital to help offset
the costs of providing care to alarge number of Medicaid and indigent care clients. The lineitem
also provides $2.2 million ($1.1 million General Fund) for The Children's Hospital Kids Street and
Medical Day Treatment programs, which are not eligible for Medicaid fee-for-service
reimbursement, but do qualify for this supplemental payment.

The Kids Street program provides professional and paraprofessional services for up to 10 hours a
day at two sitesfor children six weeks old to six years old who have special medical needs and are
commonly dependent on technology for life-sustaining support. The servicesare provided in lieu of
hospitalization or home care and support families seriously stressed by the presence of achild with
complex medical needs.

TheMedical Day Treatment program serves children and adolescents aged 7 to 21 years of agewith
chronic illnesses or medical conditions requiring ongoing medical monitoring. Patients are served
five days aweek at The Children's Hospital's campus in Aurora. Aurora Public Schools provides
educational staff and instruction on site. Individual education plans are developed and maintained
for the patients. The servicesreduce hospitalizations and provide psycho social supportsto patients
families.

Request: The Department requests continuation funding.

Recommendation: Staff recommendsareduction of $9,587,944, including $4,793,972 General Fund
toeliminateall of thefunding not related to the Kids Street Program and the Medical Day Treatment
program. This recommendation is similar to a JBC staff recommendation last year that the
Committeergjected. Thefundinginthislineitemisnot required by federal law or regulation. The
impact of the staff recommendation would likely be to reduce all funding for hospitals by a small
amount. Thisis because all hospitals receive supplemental payments financed with the Hospital
Provider Fee that are allocated at least in part on the hospital's share of financial 1osses associated
with serving Medicaid and CHP+ clients. Absent the funding in thislineitem, Children's share of
the Hospital Provider Fee supplemental payments would increase and the share allocated to other
hospitals would decrease.

Appropriation from Tobacco Tax Fund to General Fund
Description: Section 24-22-117 (1) (c) (1) (A), C.R.S. requires that 0.6 percent of all tobacco tax
revenues appropriated into the Tobacco Tax Cash Fund be appropriated to the General Fund.
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Section 24-22-117 (1) (c¢) (1) (B.5) requires that 50 percent of those revenues appropriated to the
Genera Fund be appropriated to the Children's Basic Health Plan. This line item fulfills this
statutory requirement.

Request: The Department requests continuation funding.

Recommendation: Staff recommends areduction of $10,917 to reflect the most recent forecast from
Legislative Council Staff of the available tobacco tax revenues.

Primary Care Fund
Description: Through this line item tobacco tax funds are distributed to providers who:

. Accept all patients regardiess of their ability to pay, and use a sliding fee schedule for
payments or do not charge uninsured clients for services,

. Serve a designated medically underserved area or population;

. Have a demonstrated track record of providing cost-effective care;

. Provide or arrange for the provision of comprehensive primary care services to persons of
al ages;

. Complete an initial screening evaluating eligibility for Medicaid, Child Health Plan Plus,

(CHP) and the Colorado Indigent Care Program (CICP); and
. Operate asafederally qualified health center (FQHC), or ahealth center where at | east 50%
of the patients served are uninsured or medically indigent patients, Medicaid, and CHP+.

Awards are based on the percentage of medically indigent clientsthe provider serves. The primary
care fund receives 19 percent of tobacco tax collections annually.

InFY 2011-12 S.B. 11-219, sponsored by the JBC, used half of the tobacco tax money deposited in
the Primary Care Fund to finance supplemental paymentsto clinics, rather than primary caregrants.
The supplemental payments to clinics were éligible for federa financial participation, and so
providers received approximately the same total funds. Then the remaining money in the Primary
Care Fund was appropriated to offset the need for General Fund in the Medical Service Premiums
line item. This financing was only possible under the constitutional provisions governing the
tobacco tax because the General Assembly passed SJR 11-009 declaring a fiscal emergency.

Reguest: The Department requests anincrease of $28.2 million dueto the expiration of thefinancing
authorized by S.B. 11-219.

Recommendation: Staff recommends slightly lessthan the Department's request, based on the most
recent Legidative Council Staff forecast of tobacco tax revenue to the Primary Care Fund. The
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distribution of tobacco taxes to the Primary Care Fund is statutory and changing the distribution
would requireabill. The statutory authority that allowed the financing that occurred in FY 2011-12
expiresin FY 2012-13, and the only way to renew it would be for the General Assembly to declare
another fiscal emergency. The executive branch is not requesting such a declaration.

Primary Care Grant Program Special Distributions
Description: Thislineitem wasfunded in FY 2011-12 as part of the financing that occurred in S.B.
11-219 to minimize the adverse impacts on some providers.

Request: The Department requests no funding.

Recommendation: Staff recommends no funding, consistent with the request, since the statutory
authority for the line item provided in S.B. 11-219 expiresin FY 2012-13.

Children'sBasic Health Plan (CHP+) Administration

Description: This line item provides funding for private contracts for administrative services
associated with the Children's Basic Health Plan. Thereisaseparate appropriation inthe Executive
Director's Officefor the centralized eligibility vendor for CHP+ expansion popul ationsfunded from
the Hospital Provider Fee. There are also appropriations in the Executive Director's Office for
internal administrative costs, including personal services, operating expenses, and MMIS.

The sourcesof cash fundsarethe Children'sBasic Health Plan Trust Fund and the Hospital Provider
Fee. Thefederal match rate for CHP+ is 65 percent, but much of the activities of the contractor are
actually related to the Medicaid program, because children may not enroll in CHP+ unless
determined ineligiblefor Medicaid. The portion of the line item funded at the 50 percent Medicaid
match rate is based on atime allocation model approved by the federal government.

Request: The Department requests an increase of $236,671, including $82,835 General Fund for R8
Federally Mandated CHIPRA Quality Measures. The Department's request aso includes increases
totaling $3,912 to annualize prior year budget decisions.

Recommendation: Staff recommendsthe changesdescribed inthefollowing table. Each component
of the staff recommendation is discussed in the narrative below the table.

Children's Basic Health Plan Administration
Hospital
General CHP+ Provider Federal
Total Fund Trust Fee Funds
FY 2011-12 Appropriation 4,894,410 272,494 | 1,939,762 8,692 2,673,462
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Children's Basic Health Plan Administration
Hospital
General CHP+ Provider Federal

Total Fund Trust Fee Funds
Health Care Affordability Act,
HB 09-1293 annualization 1,912 0 0 669 1,243
Medicaid for Ages 6-19 from 100-133%,
SB 11-008 annualization 1,000 0 350 0 650
Medicaid for pregnant women 133-185%,
SB 11-250 annualization 1,000 0 350 0 650
R8 Federally mandated quality measures 236,671 82,835 0 0 153,836
Consolidate GF in Medical and Dental 0| (355329 355,329 0 0
FY 2012-13 Recommendation 5,134,993 0 [ 2,295,791 9,361 2,829,841

Health Care Affordability Act, HB 09-1293 annualization: Staff recommends the requested

increasefor Medicaid eligibility expansions authorized by H.B. 09-1293. The request is consistent
with the assumptionsin the original fiscal notefor thebill. The source of cash fundsis the Hospital
Provider Fee, and the federal match rate is 65.0 percent.

Medicaid for Ages 6-19 from 100-133%, SB 11-008 annualization : Staff recommends the
requested increase for one-time costs associated with recomputing the CHP+ capitation rates to
account for more children being eligible for Medicaid. The request is consistent with the
assumptions in the original fiscal note for the bill. The bill (by Boyd/Gerou) extended Medicaid
eligibility to children 6-19 yearsold with family income from 100.0 percent up to 133.0 percent of
the federal poverty guidelines to match the Medicaid eligibility standards for children under 6 and
the standards that were in place at the time for pregnant women. Senate Bill 11-008 also allowed
appropriationsfrom Tobacco Tax money deposited in the Health Care Expansion Fund (HCEF) for
theexpansion population. Following the practice established by the JBC last year, staff recommends
consolidating appropriations from the HCEF in the Medical Service Premiums line item and using
General Fund for the state match for this line item.

Medicaid for pregnant women 133-185%, SB 11-250 annualization: Staff recommends the
requested increase for one-time costs associated with recomputing the CHP+ capitation rates to
account for more children being eligible for Medicaid. The request is consistent with the
assumptions in the original fiscal note for the bill. The bill (by Boyd/Ferrandino; Summers)
extended Medicaid eligibility to pregnant women from 133.0 percent up to 185.0 percent of the
federal poverty guidelines to comply with federal requirements. The source of cash fundsisthe
Children's Basic Health Plan Trust Fund. The federal match rate for the Medicaid-related
programming is 75.0 percent and for the CHP+-related programming it is 65.0 percent.
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R8Federally mandated quality measur es. Staff recommendstherequested increaseto survey five
managed care organizations and the state's Managed Care Network more frequently, asrequired by
federal legidation for the Children's Health Insurance Program. The requested funding would pay
for administration, analysis, and reporting of the survey.

Consolidate GF in Medical and Dental: Staff recommends afinancing adjustment to increasethe
appropriations from the Children's Basic Health Plan Trust Fund and decrease appropriations from
the General Fund lineitem. Theintent of this staff recommendation is to consolidate the General
Fund appropriations for CHP+ in the Medial and Dental Costs line item. Over the years
administrative costs associated with bills and department initiatives have been requested and
appropriated from the General Fund, but staff projects there will be sufficient money in the
Children's Basic Health Plan Trust Fund to cover these costs in FY 2012-13. The staff
recommendationisultimately General Fund neutral, becausetheincreasein appropriationsfromthe
Trust in this line item will reduce the funds available from the Trust for the Medical and Dental
Costs line item, requiring an increase in General Fund for that line item equal to the decrease in
Genera Fund for thisline item.

Children'sBasic Health Plan (CHP+) Medical and Dental Costs

Description: Thisline item contains the medical costs associated with serving the eligible children
and adult pregnant women on the CHP+ program and the dental costsfor the children. Children are
served by both managed care organizations and the Department's self-insured network. The adult
pregnant women on the program are served in the self-insured network.

The sourcesof cash fundsincludethe Children's Basic Health Plan Trust, the Hospital Provider Fee,
the Colorado Immunization Fund, and the Health Care Expansion Fund. The federal match rateis
65 percent, except that no federal match is provided for enrollment fees.

Request: The Department requests:

. Adjustments to FY 2011-12 and FY 2012-13 for the most recent enrollment/expenditure
forecast, detailed in S3 and R3;

. A decrease for R7 Medicaid and CHP+ Cost Sharing; and,

. A net reduction of $25.3 million, including $4.5 million General Fund, to annualize prior
year budget decisions.

The Department al so requested that the JBC sponsor legislationin R9 CHP+ Eligibility for Children
of State Employees.
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Recommendation: Staff recommendsthe changesdescribed inthefollowing table. Each component
of the staff recommendation is discussed in the narrative below the table.

Children's Basic Health Plan M edical and Dental Costs
Hospital

General CHP+ Provider Other Federal

Total Fund Trust Fee Cash Funds
FY 2011-12 Appropriation 214,471,872 29,859,307 32,409,453 12,424,786 | 461,701 139,316,625
S3 Revised enrollment/expenditure forecast (29,603,573) 0 (6,313,755) (3,738,928) 0 (19,550,890)
FY 2011-12 Recommendation 184,868,299 29,859,307 26,095,698 8,685,858 | 461,701 119,765,735
FQHC/RHC provider rates, annualize S11 (1,650,176) 0 (539,888) (37,674) 0 (1,072,614)
R3 Enrollment/expenditure forecast 849,842 | (4,485,689) 2,297,562 2,516,177 0 521,792
R7 Cost sharing for Medicaid and CHP+ (1,524,912) (384,728) 199,867 (218,945) 0 (1,121,106)
Tobacco tax 0 0 0 0 0 0
Colorado Immunization Fund Pending 0
CHP+ Trust financing 0 | (3,000,000) 3,000,000 0 0 0
FY 2012-13 Recommendation 182,543,053 | 21,988,890 31,053,239 10,945,416 | 461,701 118,093,807

S3 Revised enrollment/expenditur eforecast: Staff recommendstherequested decreasetothe FY
2011-12 base appropriation for the revised enrollment and expenditure forecast. The
recommendation represents a 13.8 percent decrease in total funds compared to the FY 2011-12
appropriation.

R3Enrollment/expenditureforecast: Staff recommendstherequested increasefor changesinthe
enrollment and expenditure forecast. The total shown in the table is the forecast with annualized
impacts from SB 11-008 Medicaid Eligibility for Children and SB 11-250 Eligibility for Pregnant
Women.

The recommendation represents a 0.5 percent reduction in total funds and a 15.0 percent reduction
in General Fund compared to the revised FY 2010-11 forecast.
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Enrollment FY 2010-11 FY 2011-12 FY 2012-13
Children Medical 67,267 67,432 67,542
Children Dental 67,267 67,432 67,542
Prenatal 1,741 1,869 1,360

Expenditure FY 2010-11 FY 2011-12 FY 2012-13
Children Medical $141,195,482 $143,574,191 $150,739,560
Children Dental $10,718,975 $11,393,985 $11,869,156
Prenatal $177,284,054 $183,482,575 $184,332,418

Per Capita FY 2010-11 FY 2011-12 FY 2012-13
Children Medical $2,099.03 $2,129.17 $2,231.79
Children Dental $159.35 $168.97 $175.73
Prenatal $14,571.85 $15,256.50 $15,973.31

R7 Cost sharing for Medicaid and CHP+: Staff recommends the requested decrease in
funding as a result of increasing copayments. See the Medical Service Premiumslineitem for a
more detailed analysis of the request.

Tobacco tax: Staff recommends a reduction of $10,917 General Fund Exempt and an increase
in the same amount from regular General Fund to reflect the most recent forecast of tobacco tax
revenue by Legidative Council Staff. Pursuant to Section 24-22-117 (1) (¢) (I) (A), C.R.S. 0.6
percent of revenues to the Tobacco Tax Cash Fund must be appropriated to the General Fund,
and then pursuant to Section 24-22-117 (1) (c) (1) (B.5) 50 percent of those revenues
appropriated to the General Fund must be appropriated to the Children's Basic Health Plan. The
appropriation to the Children's Basic Health Plan has historically been categorized as General
Fund Exempt.

Colorado mmunization Fund: During figure setting for the Department of Public Health and
Environment the JBC heard a proposal to reduce the alocation from the Colorado Immunization
Fund to CHP+ in order to increase the funds available for other immunizations. At the timethis
document was prepared, the JBC's decision was pending. A reduction in the allocation from the
Colorado Immunization Fund to CHP+ would require an offsetting increase in appropriations
from the General Fund.

CHP+ Trust financing: Staff recommends a reduction of $3.0 million General Fund and an
increase of alike amount of cash funds from the Children's Basic Health Plan Trust Fund. Based
on the Department's enrolIment and expenditure forecast, and the staff recommendations thus far,
the CHP+ Trust will end both FY 2011-12 and FY 2012-13 with abalance. The JBC's policies
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with regard to carrying a balance in the CHP+ trust have varied over the years. Sometimes the
JBC has carried large balances, as away to store funding for potential future needs, either in the
CHP+ program or other areas of the budget. Other times the JBC has appropriated every
available dollar in the CHP+ Trust.

Children'sBasic Health Plan Trust Fund FY 2011-12 FY 2012-13
Funds Available
Beginning Balance $7,745,026 $8,093,193
Enrollment Fees (includes fees from R7) 613,321 860,273
Tobacco Master Settlement 28,292,000 28,230,480
TOTAL $36,650,347 $37,183,946
Expenditures
Executive Director's Office
Personal Services $220,448 $226,982
Health, Life, and Dental 21,453 14,684
Short-term Disability 392 274
AED 5,403 5,850
SAED 5,025 5,027
Operating Expenses 768 768
Legal Services (pending) 6,933 6,933
Information Technology Contracts and Projects 246,755 246,828
DHS Medicaid Funded Programs
Colorado Benefits Management System (pending) 14,517 14,923
Indigent Care Program
CHP+ Administration 1,939,762 2,212,956
CHP+ Medical and Dental 26,095,698 28,393,260
TOTAL $28,557,154 $31,128,485
Ending Balance $8,093,193 $6,055,461

The staff recommendation doesn't take the full balance in the CHP+ Trust for a couple of

reasons.

1. Since annual revenue to the CHP+ Trust is significantly less than the annual total state
funds required to match federal funds for the program, any FY 2012-13 reduction in the
Genera Fund for CHP+ will likely need to be restored in FY 2013-14. By taking only
half of the balance in FY 2012-13 the staff recommendation potentially allows the
Committee to maintain areduced level of General Fund for two years, rather than one
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year, if the JBC does not need the money in the CHP+ Trust for another priority before
then.

2. Some of the estimated expenditures from the CHP+ Trust are for line items where the
appropriation is pending JBC action, and so staff didn't want to try to appropriate the
CHP+ Trust to the dollar.

3. The staff recommendation leaves money in the CHP+ Trust that could be used for
balancing during comebacks or supplementals.

4. Spending all of the money in the CHP+ Trust leaves no cushion for errorsin the CHP+
forecast.

The JBC may prefer to take a more conservative approach and leave all of the projected balance
in the CHP+ Trust for future potential contingencies. The staff recommendation assumes that the
JBC will need the $3.0 million to balance.

Please note that the staff recommendation appliesto FY 2012-13, but the JBC could do the
proposed refinancing in FY 2011-12, instead. Any changeto FY 2011-12 appropriations from
the CHP+ Trust will change the projected balance in the CHP+ Trust in FY 2012-13.

(5) OTHER MEDICAL SERVICES

Old Age Pension State Medical Program

Description: The Old Age Pension (OAP) Health and Medical program was established through
Article XXI1V of the Colorado Constitution and by Section 25.5-2-101, C.R.S. to provide health
care services to persons who qualify to receive old age pensions but who are ineligible for
Medicare or Medicaid. The funds are paid to providers based on a percentage of Medicaid rates
calculated to keep expenditures within the appropriation.

The sources of cash funds are a constitutional allocation to the Old Age Pension Health and
Medical Care Fund and, until FY 2011-12, the Supplemental Old Age Pension Health and
Medical Care Fund. The Supplemental Old Age Pension Health and Medical Care Fund received
aportion of tobacco tax revenue and an allocation from sales tax revenues.

Request: The Department requests continuation funding.

Recommendation: Staff recommends the changes described in the following table. Each
component of the staff recommendation is discussed in the narrative below the table.
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Old Age Pension State M edical Program
Genera OAP Supplemental OAP
Total Fund Health Health

FY 2011-12 Appropriation 11,000,000 0 9,998,483 1,001,517
Phase out Supplemental OAP Health Fund,
SB 11-210 annualization (1,001,517) 0 0 (1,001,517)
Medical Identification Cards (76) 0 (76) 0
Maintain FY 2011-12 reimbursement rates 2,400,000 2,400,000 0 0
FY 2012-13 Recommendation 12,398,407 2,400,000 9,998,407 0

Phase out Supplemental OAP Health Fund, SB 11-210 annualization: Staff recommends
eliminating appropriations from the Supplemental Old Age Pension Health and Medical Fund,
consistent with S.B. 11-210. The Department failed to account for this bill in the request. The
bill eliminates the Supplemental OAP Health and Medical Fund in FY 2012-13 and transfers any
remaining balance to the General Fund.

Medical Identification Cards. The Old Age Pension Health and Medical Fund receives atotal
of $10.0 million annually. Of this amount $1,593 is spent on medical identification cards. At
some point the remainder available for appropriation in this line item got out of sync, and this
recommendation corrects the technical error.

Maintain FY 2011-12 reimbursement rates. Staff recommends an appropriation of $2,400,000
Genera Fund to provide enough money for the Department to maintain reimbursement rates at
the FY 2010-11 levels. The JBC sponsored S.B. 11-210 with the assumption that the population
eligible for the OAP Health and Medical Program would decrease dramatically as Medicaid
eligibility was expanded to include adults without dependent children up to 100 percent of the
federal poverty guidelines (an expansion authorized by H.B. 09-1293 and financed with the
Hospital Provider Fee). Since S.B. 11-210 was adopted, the planned Medicaid expansion has
been reduced to adults without dependent children up to 10 percent of the federal poverty
guidelines with acap of 10,000 on the total number of people eligible. This means that the
population eligible for the OAP Health and Medical Program will not decrease as dramatically as
anticipated.

Based on the Department's current forecast of enrollment and expenditures for the program, the
Department would need to reduce provider reimbursement rates to stay within the available funds
from the Old Age Pension Health and Medical Fund.

FY11-12 Rates FY 2012-13 Rate Reduction Rateswith
Claim Type (Percent of Medicaid) Projected Expenditures Needed Reduction
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FY11-12 Rates FY 2012-13 Rate Reduction Rateswith

Capitation 100.0% $0 0.0% 100.0%
Pharmacy Claim 75.0% $4,188,955 15.0% 60.0%
Inpatient 10.0% $402,302 0.0% 10.0%
Outpatient 65.0% $3,757,673 15.0% 50.0%
Practitioner/Physician 65.0% $3,014,623 15.0% 50.0%
Dental 65.0% $51,763 15.0% 50.0%
Independent L aboratory 65.0% $156,361 15.0% 50.0%
Medica Supply 65.0% $444,277 15.0% 50.0%
Home Health 65.0% $249,492 15.0% 50.0%
Transportation 65.0% $46,961 15.0% 50.0%
Mcare Part A Crossover 100.0% $3,068 0.0% 100.0%
Mcare Part B Crossover 100.0% $34,857 0.0% 100.0%
Mcare UB92 Part B Crossover 100.0% $27,742 0.0% 100.0%
Total $12,378,073

Old Age Pension Health and Medical Fund $9,998,483

Shortfall $2,379,590

Commission on Family Medicine

Description: This line item provides payments to eight hospitals to help offset their costs for
providing residency programs for family medicine physicians (University Hospital's payments are
inaseparatelineitem). All of thefunding inthislineitem goesdirectly to the residency programs.
Federal regulationsallow Medicaid financial participation for the paymentsto the hospitalsenrolled
in the program.

Request: The Department requests a decrease of $350,000, including $175,000 General Fund. The
Department'srequest treats the supplemental increasethat occurred asaresult of sufficient revenues
from thetax amnesty program authorized in SB 11-184 (Steadman/Ferrandino) asaone-time, rather
than on-going, increase.

Recommendation: Staff recommendscontinuationfunding. TheJBCtriedtoreducefundinglast year
andthe General Assembly restored thereduction. Themoney used for restoring thefundscamefrom
aone-time source (the tax amnesty bill), but staff assumes the intent was to maintain the funding
level into the future. While staff is recommending continuation funding, the JBC should note that
(1) the staff interpretation of the General Assembly'sintent may not be accurate; and, (2) the same
argumentsthat led to the JBC'sdecisionto reduce funding last year would still apply in FY 2012-13.
This program is not required by any federal law or regulation and rather than impacting clients a
reduction to this program would impact institutions (i.e. teaching hospitals) that have the ability to
cost shift theloss, reduce their own operating expenses, or absorb it. Staff believesastrong case can

14-Mar-12 63 HCP-Figure Setting



DEPARTMENT OF HEALTH CARE POLICY AND FINANCING
FY 2012-13 FIGURE SETTING
JBC WORKING DOCUMENT -- DECISIONS SUBJECT TO CHANGE
STAFF RECOMMENDATION DOES NOT REPRESENT COMMITTEE ACTION

be made for reducing this line item consistent with the request, instead of adopting the staff
recommendation.

State University Teaching Hospitals -- Denver Health and Hospital Authority
Description: This line item provides funding for the Denver Health and Hospital Authority for
Graduate Medical Education (GME). It also helps clarify the status of Denver Health and Hospital
Authority as a "Unit of Government” with activity the state can certify as public expenditures to
match federal funds.

Request: The Department requests continuation funding.
Recommendation: Staff recommends the requested continuation funding.

State University Teaching Hospitals -- University of Colorado Hospital Authority
Description: Thislineitem providesfunding for the University of Colorado Hospital Authority for
Graduate Medical Education (GME). It also helpsclarify the status of Denver Health and Hospital
Authority as a "Unit of Government” with activity the state can certify as public expenditures to
match federal funds.

Request: The Department requests continuation funding.
Recommendation:  Staff recommends the requested continuation funding.

Medicare M oder nization Act

Description: This line item pays the state's obligation under the Medicare Modernization Act to
reimburse the federal government for a portion of prescription drug costs for people dually eligible
for Medicare and Medicaid. In 2006 Medicare took over responsibility for these drug benefits, but
to defray the costs the federal legislation requires states to make an annual payment based on a
percentage of what stateswould have paid for thispopulationin Medicaid, as estimated by afederal
formula

Request: In $4 and R4 the Department requests adjustments to the FY 2011-12 and FY 2012-13
appropriationsfor the most recent forecast of the state'sobligation. In R11 the Department proposes
continuing the policy approved in the supplemental bill of applying federal bonus payments earned
by meeting performance objectives for CHP+ to offset the need for General Fund inthislineitem.
The Department's request also includes annualizations of prior year budget decisions.

Recommendation: Staff recommendsthe changesdescribed inthefollowing table. Each component
of the staff recommendation is discussed in the narrative below the table.
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M edicare M oder nization Act

Generd Federal

Total Fund Funds
FY 2011-12 Appropriation 91,156,720 60,513,438 30,643,282
4 Revised expenditure forecast 2,356,099 2,356,099 0
FY 2011-12 Recommendation 93,512,819 62,869,537 30,643,282
R4 Expenditure forecast (2,856,643) (2,856,643) 0
R11 CHIPRA bonus payments 0 (9,403,608) 9,403,608
FY 2012-13 Recommendation 90,656,176 50,609,286 40,046,890

A Revised expenditureforecast: Staff recommendstherequested adjustment for the Department’s
most recent forecast of Colorado's obligation under the Medicare Modernization Act.

The variables that impact the state obligation under the Medicare Modernization Act are increases
in the caseload of people dually eligible for Medicaid and Medicare, and inflation in drug
expenditures. The federal formula uses the state's 2003 drug benefit per member per month for
people dually eligible for Medicaid and Medicare, inflated by either the average growth rate from
the National Health Expenditure per-capitadrug expendituresor actual growthindrug expenditures.

Theinflated rate per member per monthismultiplied by the number of dual-eligibleclients, and then
multiplied by adeclining percentage contained in the M edicare M oderni zation Act to determinethe
state obligation (80 percent in calendar year 2012).

Both dual-€ligible enrollment and the National Health Expenditures per-capita drug expenditures
have come in higher than expected. Since the Department already has the Nationa Health
Expenditures per-capitadrug expenditures, theonly variablethat may changein the February update
is the enrollment projection.

R4 Expenditureforecast: Staff recommends the requested adjustment for the Department’'s most
recent forecast of Colorado's obligation under the Medicare Modernization Act. Thefigurein the
table is the forecast with the of annnualizations of prior year budget decisions.

R11 CHIPRA bonuspayments. Staff recommends the requested application of bonus payments
from the federal government for meeting outreach and retention performance goals for children in
the Medicaid and Children’'s Health Insurance Program (CHP+) to offset the need for General Fund
in the Medicare Modernization Act State Contribution Payment line item.

Colorado earned the money as aresult of implementing outreach and retention policies encouraged
by thefederal government. Specifically, Coloradoimplemented 12-month continuouseligibility for
children in CHP+, liberalized asset test requirements for children for CHP+ and Medicaid,
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eliminated in-personinterview requirementsfor applying for Medicaid and CHP+, established ajoint
application and verification process for enrollment in Medicad and CHP+, implemented
presumptive eligibility for children for Medicaid and CHP+, and implemented an option to provide
premium assistance under Medicaid and CHP+. Colorado has not implemented continuous
enrollment for childrenin Medicaid, automatic renewal of eligibility for Medicaid and CHP+, or the
use of expresslane agenciesto enroll peoplein Medicaid and CHP+. But, these are not required to
meet the minimum eligibility for the bonus payments.

After meeting the minimum eligibility criteria for the bonus payments, funding is based on
enrollment growth relative to target levelsthat are set using 2007 enrollment inflated by the state's
child population growth and a national factor based on national caseload growth.  Enrollment
between 100 and 110 percent of thetarget level isrewarded at arate of 15 percent of the state share
of the average per capita cost of a Medicaid child and enrollment above 110 percent of the target
level isrewarded at arate of 62.5 percent of state's share of the average cost per child. I1f Colorado
were to implement strategies to further increase child enrollment in Medicaid and CHP+, the net
impact after taking into account the bonus payment would be an effective lower state share per child
(31.25 percent per Medicaid child above 110 percent of the target enrollment level).

Public School Health Services Contract Administration; and
Public School Health Services

Description: Whenlocal school districts, Boardsof Cooperative Education Services, or the Colorado
School for the Deaf and Blind provide health care servicesto childrenwho areeligiblefor Medicaid,
the cost of services covered by Medicaid can be certified as public expenditures to match federa
funds. The Department allocates the federal financial participation back to the school providers,
minusadministrative costs, and the school providersusethemoney toincrease accessto primary and
preventative care programs to low-income, under, or uninsured children, and to improve the
coordination of care between schools and health care providers. Participation by school providers
isvoluntary. InFY 2010-11 participation included 74 school providersthat served 11,310 children.

The source of cash fundsiscertified public expenditures. Thefederal match rateis50.0 percent, but
the Department retains some of the federal funds for administrative costs. The maority of the
federal funds retained by the Department for administrative costs appear in the Contract
Administration lineitem, but there are smaller amounts in the Executive Director's Office as well.

The Contract Administration line item pays for consulting services that help prepare federally
required reports, calculate interim payments to the schools, and reconcile payments to actual
qualifying expenses. It also paysfor travel, training, and outreach to promote the program to school
districts and teach them how to submit the claims, especially for medical administration costs at
school districts
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Request: The Department requests an increase of $4,290,860 for the Public School Health Services
lineto annualize BA5 from FY 2011-12.

Recommendation: Staff recommends continuation funding. Staff does not recommend the
annualization of BAS5, because the Department isnot on track to achievetheincreasein participating
providers that was the objective of the budget amendment. The budget amendment assumed that
with additional administrative funding the Department could raise the number of participating
providers from 64 in FY 2010-11 to 70 in FY 2011-12 and 82 in FY 2012-13. The Department
currently reports 54 participating providers. Theappropriation inthe Public School Health Services
line is an estimate of the federal funds that the Department will draw with certified public
expenditures, but itisimportant because pursuant to statute the Department may not spend morethan
10.0 percent of the appropriated federal fundsfor administration. The staff recommendation allows
the Department to conti nue spending theroughly $330,000i ncreased federal fundsfor administration
authorized by BA 5 for one more year to try to increase participation.

(6) DEPARTMENT OF HUMAN SERVICES MEDICAID FUNDED PROGRAMS

Funding recommendations for the line items in this division are addressed in figure setting
presentations for the Department of Human Services.
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FOOTNOTES

Staff recommends continuation of the following footnotes:

10

12

Department of Health Care Policy and Financing, Medical Services Premiums-- The
appropriationsin this division assume the following caseload and cost estimates:

Aid Category
Adults 65 Y ears of Age and Older

Disabled Adults 60 to 64 Years of Age

Disabled Individuals up to 59 Y ears of Age

Medicaid Buy-In for Disabled Adults

Categorically Eligible Low-Income Adults

Pregnant Adults up to 133 Percent of Federal Poverty Level
Expansion Adults up to 60 Percent of Federal Poverty Level

Expansion Adults between 61 Percent to 100 Percent of Federal
Poverty Level

Adults without Dependent Children up to 100 percent of Federal
Poverty Level

Breast and Cervical Cancer Treatment and Prevention Program
Adults

Eligible Children
Foster Care Children

Qualified Medicare Beneficiaries and Special Low-Income
Medicare Beneficiaries

Non-Citizens Qualifying for Emergency Services
Total

Average Cost

Caseload Estimated Costs Per Client

39,556 $899,448,464 $22,738.61
8,098 146,395,601 18,077.99
57,841 957,740,203 16,558.15
4,329 71,682,771 16,558.74
64,432 298,737,940 4,636.48
7,657 87,987,159 11,491.07
23,628 51,129,238 2,163.93
34,050 87,757,439 2,577.31
16,400 51,474,921 3,138.71
595 13,201,320 22,187.09
316,392 662,890,819 2,095.16
18,878 93,511,704 4,953.48
18,210 27,279,701 1,498.06
3,082 72,164,693 23,414.89
613,148  $3,521,401,973 $5,743.15

Comment: The footnote explains assumptions used to prepare the appropriation. Staff will

update the figures in the table to reflect the JBC's decisions.

Department of Health Car e Policy and Financing, Indigent Care Program, Children's
BasicHealth Plan M edical and Dental Costs-- Thisappropriation assumesthefollowing:
(1) A total children's caseload of 75,811 at an average medical per capitacost of $2,288.21
per year; and (2) atotal adult prenatal caseload of 2,391 at an average medical per capitacost

of $14,711.52 per year.

Comment: Thefootnote explains assumptions used to prepare the appropriation. Staff will

update the figures in the table to reflect the JBC's decisions.
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Department of Health Car e Policy and Financing, I ndigent CareProgram, Children's
BasicHealth Plan M edical and Dental Costs-- Thisappropriation assumesan average cost
of $171.04 per child per year for the dental benefit.

Comment: The footnote explains assumptions used to prepare the appropriation. Staff will
update the figures in the table to reflect the JBC's decisions.

Department of Health Care Policy and Financing, Department of Human Services
Medicaid-Funded Programs, Executive Director's Office - Medicaid Funding -- The
appropriationinthisHealth Care Policy and Financing lineitem correspondsto theMedicaid
funding in the Department of Human Services, Executive Director's Office, General
Administration. Assuch, the appropriation containsamountsthat correspond to centralized
appropriation amountsinthe Department of Human Services. Consistent withthehead notes
totheLong Bill, the Department of Human Servicesisauthorized to transfer the centralized
appropriations 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 line item transfers out of this appropriation to other
Department of Human Services M edicaid-funded programs appropriation in this section (5)
in amounts equal to the centralized appropriation transfers made by the Department of
Human Services for Medicaid-funded programsin the Department of Human Services.

Comment: The footnote provides limited transfer authority between line items for
centralized appropriations.

Staff recommends discontinuing the following footnotes:

Department of Health Care Policy and Financing, Medical Services Premiums-- The
appropriation assumes that rates for medical services will be reduced by 0.75 percent and
community long-term care rates will be reduced by 0.50 percent in FY 2011-12.

Comment: The Department reduced rates consi stent with theassumptions. Thisisnolonger
an assumption for FY 2012-13.

Department of Health Care Policy and Financing, Medical Services Premiums-- Itis
the intent of the General Assembly that the Department reduce the reimbursement for
procedure code E2402 to $88.50 per day. This procedure codeis used for negative pressure
wound therapy.
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Comment: The Department reduced rates consi stent with theassumptions. Thisisnolonger
an assumption for FY 2012-13.

REQUESTSFOR INFORMATION

Staff recommends continuing the following requests for information.

1

Department of Health Care Policy and Financing, Executive Director's Office -- The
Department is requested to submit monthly Medicaid expenditure and caseload reports on
the Medical Services Premiums and mental health capitation line itemsto the Joint Budget
Committee, by the fifteenth or first business day following the fifteenth of each month. The
Department is requested to include in the report the managed care organization casel oad by
aid category. The Department isal so requested to provide casel oad and expenditure datafor
the Children's Basic Health Plan, the Medicare Modernization Act State Contribution
Payment, and the Old Age Pension State Medical Program within the monthly report.

Comment: Thisisanongoing standard report the Department has been providing for severa
years.

Department of Health Care Policy and Financing, I ndigent Care Program, Safety Net
Provider Payments -- The Department is requested to submit areport by February 1;,2632
EACH YEAR, to the Joint Budget Committee, estimating the disbursement to each hospital
from the Safety Net Provider Payment line itemfer—¥-2011-12.

Comment: Staff recommends making this an annual report.

Department of Health Care Policy and Financing, Executive Director's Office,
Information Technology Contracts and Projects, Centralized Eligibility Vendor
Contract Project -- The Department of Health Care Policy and Financing is requested to
submit areport by Nevember1-2031 NOVEMBER 1, 2012, to the Joint Budget Committee
providing information on the current contract expenditures and the strategic plan for the
centralized eligibility vendor contract project. In the report, the Department is requested to
provide the following information:

(a) athree-year expenditure plan for the contract-fer—Y¥—2012-13,FY¥—2013-14,and-+Y
2014-15;

(b) information comparing the cost effectiveness of this contract when compared to
eligibility performed by the counties;
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(c) information regarding the number of clients who have dligibility performed by the
centralized eligibility vendor but may also be eligiblefor other state assistance programs
with eligibility determined by the counties;

(d) information comparing the ability of the contractor to meet federa guidelines for
determining eligibility compared to eligibility performed by the counties; and

(e) information about the amount of oversight the Governor's Office of Information
Technology provides on the contract.

Comment: TheJBC did not focusthisyear on how to handleeligibility determinations, but
the issue remains. Staff sees arguments for a county-based system and for a centralized
eligibility system, but in Colorado a hybrid system has devel oped that includes elements of
both. The Department views this as a positive, with "no wrong door" for entry into the
Medicaid and CHP+ systems, but staff believes this is an area to continue to monitor for
whether there is amore efficient or better way to perform éligibility determinations.

Department of Health Care Policy and Financing, M edical Services Premiums-- The
Department isrequested to submit areport by Nevember1,-2611 NOVEMBER 1, 2012, to the
Joint Budget Committee providing information on the implementation of the Accountable
Care Collaborative Organization project. Inthereport, the Department isrequestedtoinform
the Committee on how many Medicaid clients are enrolled in the pilot program, the current
administrativefeesand costsfor the program, and any initial resultsthat demonstrate savings
for the pilot program. If datais not available to determine saving results, the Department
shall note when such datais anticipated to be available.

Comment: The Department submitted the report as requested, but it was hard to draw
conclusions so soon into the implementation of the Accountable Care Collaborative, and so
staff recommends requesting an update again for the FY 2013-14 budget cycle.

Department of Health Care Policy and Financing, Other Medical Services, Public
School Health Services -- The Department is requested to submit areport by November 1
of each year to the Joint Budget Committee on the servicesthat receive reimbursement from
the federal government under the S.B. 97-101 public school health services program. The
report is requested to include information on the type of services, how those services meet
the definition of medical necessity, and the total amount of federa dollars that was
distributed to each school under the program. Thereport should also includeinformation on
how many children were served by the program.
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Comment: The Department submitted the report as requested, but the Department has not
achieved goals for increasing participation in the program, and so staff recommends an
update for the FY 2013-14 budget cycle.

Staff recommends discontinuing the following footnotes:

5

Department of Health Care Policy and Financing, Medical Services Premiums-- The
Department is requested to submit a report by November 1, 2011 to the Joint Budget
Committee regarding the Department's efforts to ensure that pharmaceuticals are purchased
at the lowest possible price. In the report, the Department is requested to provide cost and
savings estimates that may occur on aquarterly basis if the Department did the following:

(a) tracked changesin the price of pharmaceuticals,

(b) checked theavailability and price of generic drugs and compared those pricesto the cost
of brand drugs after rebate;

(c) reviewed and updated the state's maximum allowable cost list; and

(d) compared pharmaceutical costs of the state Medicaid program to available pharmacy
pricelists.

Comment: The Department submitted the report as requested. See the JBC staff budget
briefing for a summary of the results.

Department of Health CarePolicy and Financing, Indigent CareProgram, Children's
Basic Health Plan Medical and Dental Costs -- The Department is requested to submit a
report by November 1, 2011, to the Joint Budget Committee providing information on the
costs and savings of increasing the monthly premium charged to clients in the Children's
Basic Health Plan program for any children and pregnant women enrolled in the program
with incomes over 205 percent of the federal poverty level. In the report, the Department is
requested to provideinformation about the monthly premiumscharged by other statesintheir
Children's Health Insurance Programs and what similar premium chargeswould savein the
Colorado program. In the report, the Department is also requested to provide information
regarding the barriers to health care that monthly premiums cause at thisincome level.

Department of Health Care Policy and Financing, Medical Services Premiums-- The
Department is requested to submit a report by November 1, 2011, to the Joint Budget
Committee providing information on the costs and savings of increasing co-paymentsin the
Medicaid program to the maximum amount allowed under federal law.
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Department of Health CarePolicy and Financing, Indigent CareProgram, Children's
Basic Health Plan Medical and Dental Costs-- The Department is requested to submit a
report by November 1, 2011, to the Joint Budget Committee providing information on the
costs and savings of increasing co-paymentsin the Children's Basic Health Plan program to
the maximum amount allowed under federal law.

Comment: The Legislative Requests for Information 6-8 al dealt with increasing cost-
sharing for Medicaid and the Children’'s Basic Health Plan. The Department submitted the
reports as requested. This issue was addressed in the Department's R7 Cost Sharing for
Medicaid and CHP+

Department of Health Care Policy and Financing, Servicesfor Old Age Pension State
M edical Program -- The Department isrequested to inform the Joint Budget Committee of
any planned reimbursement increases for the program prior to presentation to the Medical
Services Board.

Comment: The Department is not planning any reimbursement increases, and in fact staff
is recommending a General Fund increase for the program to avoid any potential decrease
in rates.
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