COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIRMIG — FY 06-07 BUDGET REQUEST

Schedule 13
Emergency Supplemental Request for FY 0607
Department: Health Care Policy and Financing Dept. Approval by: John Bartholormew Date: June 20, 2007
Priority Number: OSPB Approval: Date:
Program: Child Health Plan Plus Division Statutory Citation: 25.5-8-105, C.R.5. (2008), 25.5-8-109, C.R.S. (2006), 25.5-8-107 (1) (a) (-0, C.R.5.
Request Title: Adjustments to the FY 05-07 Children's Basic Health Plan Caseload and Costs (200B), 24-22-117 (2) (a) (I (4), C.R.5. (2008)
1 2 3 4 5 6 7 8 9 10
1331 Total Decision’ Total Change
Prior-Year Suppl tal Revised Base Base November 1 Budget Revised from Base
Actual Appropriation * Request Request Request Reduction Request Amendment Request in Qut Year
Fund FY 0506 FY 0607 FY 0607 FY 0607 FY 0708 FY 0708 FY 0708 FY 0708 FY 0708 FY 0809
Total of All Line ltems Total 100,719,569 99 253 576 8,519,322 108,072 2595 a a a a 0 0
FTE 0.00 0.oo 0.oo 0.0a 0.oo 0.00 0.0o 0.0o 0.0o 0.oo
GF 2,000,000 11,243,215 a 11,243,215 a a a a 0 0
GFE a 0 a u} a a a a 0 0
CF 191,726 223,849 10,567 234 416 a a a a 0 0
CFE 52544 552 30,570,818 3,089,931 33,560,749 a a a a 0 0
FF 45583 551 56,915,754 5,718,824 62,534 518 a a a a n] n]
{4} Indigent Care Program:
HB 97-1304 Children’s Basic Total 29,431 057 11,467 054 10,567 11,477 631 a a a a 0 0
Health Plan Trust FTE 0.00 0.0o 0.0o 0.00 0.0o 0.00 0.0o 0.0o 0.0o 0.0o
GF 2,000,000 11,243,215 1] 11,243,215 1] 1] 1] 1] 0 0
GFE a 0 a u} a a a a 0 0
CF 191,726 223,849 10,567 234 416 a a a a 0 0
CFE 27 239,331 0 a u} a a a a 0 0
FF a 1] a a a a a a 1] 1]
{4} Indigent Care Program:
Children’s Basic Health
Plan Premium Costs Total 65,915,591 91,483,970 8,236 467 89,720 457 a a a a 0 ]
FTE 0.00 0.0o 0.0o 0.00 0.0o 0.00 0.0o 0.0o 0.0o 0.0o
GF a 0 a u} a a a a 0 0
GFE a 0 a u} a a a a 0 0
CF 1] 0 1] 0 1] 1] 1] 1] 0 0
CFE 23426139 28 BG4 853 2,589,630 31,554 523 a a a a 0 0
FF 42493 752 52 819,077 5,346,837 58,165,214 a a a a n] n]
{4} Indigent Care Program:
Children’s Basic Health
Plan Dental Benefit Costs Total 5,368 921 5,302 542 572,288 5,574,530 a a a a ] ]
FTE 0.00 0.0o 0.0o 0.00 0.0o 0.00 0.0o 0.0o 0.0o 0.0o
GF 1] 0 1] 0 1] 1] 1] 1] 0 0
GFE a 0 a u} a a a a 0 0
CF a 0 a u} a a a a 0 0
CFE 1879122 2,205 925 200,301 2,406 226 a a a a 0 0
FF 3489799 4,096 717 371,987 4,468 704 a a a a n] n]
* From FY 07-05 Long Bill Add-ons (5B 07-239)
Letter Notation: Of the CFE requested, $1,239,128 if from the Children's Basic Health Plan Trust Fund and $1,850,803 is from the Health Care Expansion Fund.
Cash Fund name/number, Federal Fund Grant name: CF: Annual Enrollment fees of CBHP enrollees  CFE: Fund 11G (CBHP Trust Fund) and Fund 18K (The Health Care Expansion Fund)  FF:
Title XX
IT Request: No {If yes and request includes more than 500 programming hours, attach [T Project Plan)
Request Affects Other Departments: No {If Yes, List Other Departments Here: )
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COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIRMIG — FY 06-07 BUDGET REQUEST

EMERGENCY SUPPLEMENTAL REQUEST for FY 06-07
EFFICIENCY AND EFFECTIVENESS ANALYSIS

SELECT ONE (click on box):
L1 Decision Item

L1 Base Reduction Item

M Supplemental Request

[0 Budget Request Amendment

Criterion: Emergency

Priority Number:

Change Request Title:

Adjustments to the FY 06-07 Children's Basic He®lldn Caseload and Costs

Long Bill Line Item(s)

(4) Indigent Care ProgramB97-1304 Children’s Basic Health Plan Trust, (4)
Indigent Care Program: Children’s Basic Health FRaamium Costs, and (4) Indigent
Care Program: Children’s Basic Health Plan Dentidit Costs

State and Federal Statutory Authority:

The Social Security Act, Title XXI (42 U.S.C. 13@/ehrough 1397j))
25.5-8-105, C.R.S. (2006), 25.5-8-109, C.R.S. (2006.5-8-107 (1) (a) (I)-(Il), C.R.S

(2006), 24-22-117 (2) (a) (II) (A), C.R.S. (2006)

Summary of Request (Alternative :A)

This request is to increase the FY 06-07 totatlfiappropriation for the Children’s Basic
Health Plan Premium Costs by $3,575,170 and forGhédren’s Basic Health Plan
Dental Benefit Costs by $572,288 in FY 06-07. Ti@igquest also seeks to increase the
appropriation of Cash Funds for annual enrolimeesfinto the Children’s Basic Health
Plan Trust Fund by $10,567 in FY 06-07. The adfesits requested are relative to the
FY 06-07 appropriations included as Add-ons to FNe07-08 Long Bill (SB 07-239),
and are due to unanticipated volatility in the ¢t@aeé of traditional children (up to 185%
of the federal poverty level). This request alseks to increase the FY 06-07 total funds
appropriation for the Children's Basic Health PlRremium Costs by $4,661,297 due to
FY 05-06 expenditures that will be accounted folF¥h06-07.

Alternative A {Recommended alternative}:
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Problem or Opportunity Description The revised appropriation for the Children’s Baslealth Plan Premium Costs as
outlined in the March 8, 2007 Figure Setting docotnand included in the FY 07-08
Long Bill Add-ons (SB 07-239), is based on projectaroliment of 50,051 children and
1,407 adult prenatal clients per month. The revigppropriation for FY 06-07 is
$81,483,970 in total funds to the Children’s Badealth Plan Premium Costs.

The revised appropriation for the Children’s Badigalth Plan Dental Benefit Costs as
outlined in the March 8, 2007 Figure Setting docotnand included in the FY 07-08
Long Bill Add-ons (SB 07-239), is based on projecenrollment of 39,490 clients per
month. The revised appropriation for FY 06-07 &382,642 in total funds for the
Children’s Basic Health Plan Dental Benefit Costs.

General Description of Alternative This Alternative seeks:
* The funding necessary to allow natural enrolimentzgh for traditional children (up
to 185% of the federal poverty level);
* To adjust the Cash Funds appropriation to the @mld Basic Health Plan Trust
Fund for a revised estimate of enroliment fees; and
* The necessary funding to set an Accounts Payabl&Yo05-06 expenditures that
must be accounted for in FY 06-07.

|. Description of Alternative Related to the Children's Basic Health Plan Caseload

The Department submitted a supplemental requesiebruary 15, 2007 to increase the
traditional children’s caseload (up to 185% of federal poverty level) from 38,635 to
46,559 children. The revised appropriation (asg@meed in the March 8, 2007 Figure
Setting document and included in the FY 07-08 Ldily Add-ons) is for 46,489
children. The Department’s February 15, 2007 faseancluded caseload data through
January 2007. The FY 06-07 revised appropriatias set based on the assumption that
approximately as many children would be added ® ttladitional Children's Basic
Health Plan caseload as leave the caseload dure t@moval of the asset test, and that
the caseload would therefore remain at the Jan2@@y level for the remainder of FY
06-07. However, recent caseload in the ChildréBesic Health Plan has been
unexpectedly volatile and has increased in Febrtlagugh May 2007, and unforeseen
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factors, as outlined below, have increased thel@asegrojections beyond the revised
appropriation. The Department has revised thelaagdorecast for FY 06-07 to include
February through May 2007 data, and has incredsegrbjection to 49,292 traditional
children.

FY 06-07 Revised | FY 06-07 Revised FY 06-07 Percent
Summary of Requested Changes for Children  Appropriation Estimate Difference Difference
Traditional Children's Caseload 46,489 49,292 (2,803) -6.03%
Expansion Children (185 to 200% FPL) 3,562 3,562 0 0.00%
Total Children's Caseload 50,051 52,854 (2,803) -5.60%
Dental Caseload 39,490 43,076 (3,586) -9.08%

Increased Retroactivity

The Department determines caseload for the Chilgif@asic Health Plan based on the
number of capitations paid to health maintenangamzations or Anthem, the State’s
Managed Care Network, each month. Capitationsegmaid retroactively for up to five
months. Because the Children’s Basic Health Plarreatly uses accrual based
accounting, the Department adjusts caseload on rthhgobasis to reflect the actual
number of clients enrolled in the program in anyegi month. Until final data is
available, the Department forecasts the estimatealiat of retroactivity for the current
and prior five months based on recent history | pnogram. Beginning in January
2007, the Children's Basic Health Plan experienaedpike in the total number of
retroactive capitations paid. The number of rettiva capitations paid in January 2007
was 22.6% higher than the number paid in Decemb@6.2 At the time, the Department
believed that the increase in retroactivity wasisolated incident, and expected the
number to return to a lower level in subsequent tmn However, the number of
retroactive capitations paid has remained highahré&ary through May 2007 compared
to historical levels. Because retroactivity cafeetf up to five prior months, this increase
in retroactive enrollment indicated that forecastedeload back to August 2006 was
artificially low. For example, the Department rejgal December 2006 children’s
caseload of 48,481 in the January 12, 2007 JoidgBuCommittee Footnote 20 Report.
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This caseload included forecasted retroactivity 460 capitations to be paid in January
through March 2007. The actual number of capitapaid in January through March
2007 for services in December 2006 was 9,208, 2&6¥er than the forecast.

The Department believes that the increase in retixoly in January through March 2007
may be related to a delay in the processing oflement fees. The Department contracts
with Affiliated Computer Services to process a jortof Children's Basic Health Plan
applications as a medical assistance site. Atifitla Computer Services collects
applications, enters client information into thel@ado Benefits Management System to
determine eligibility, and processes Children'siBasealth Plan enroliment fees. The
receipt of an applicable enroliment fee for chitdreligible for the Children's Basic
Health Plan is necessary to complete the enrollpeatess. Clients with an outstanding
enroliment fee are placed in a pending statuspaiow0 days, and will be enrolled in the
Children's Basic Health Plan once the fee is prseaks

In February 2007, the Department was informed tbaginning in November 2006,
Affiliated Computer Services had fallen behind nogessing the enrollment fees it was
receiving, which was delaying the enrollment ofseheclients. Affiliated Computer
Services began working to alleviate this backlogca$ses in January 2007. Once the
enroliment fees were processed, clients were @iuady enrolled in the Children's Basic
Health Plan back to the date of their applicatamg retroactive capitations were paid for
these clients. In January and February 2007, iatiti Computer Services processed
enrollment fees for approximately 1,462 ChildreBasic Health Plan cases, with
application dates as far back as October 2006th&€hildren's Basic Health Plan has an
average of 2.42 clients per case (see the DepartmBlovember 1, 2007 Budget
Request, Decision Item 4, Table 3, page G.20), dbiay affected an estimated 3,538
clients.

At the time of the February 15, 2007 forecast,Department was unaware that the high
retroactivity was partially caused by Affiliated @puter Services working through the
backlog of cases with unprocessed enrollment f@@sugh not in the current contract
with Affiliated Computer Services, the Departmentends to add enroliment fee
processing standards to the next Children's Basalthl Plan eligibility vendor contract
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to prevent such delays in the future, and allowajieas to be assessed if such a problem
does occur.

Because all of the outstanding enrollment feeslesmh processed by the end of February
2007, the Department had expected that retroactvibuld decrease in April 2007.
However, when that month’s caseload was pulled id-April, it was discovered that
retroactivity had not declined, and had in factéased from March.

In performing additional research into retroactivihe Department found that the pattern
of retroactivity was relatively consistent (i.ehetshare of clients with a total of three
retroactive capitations paid in April 2007 was detent with the share of clients with a
total of three retroactive capitations paid in ember 2006). If a delay in eligibility
processing was the major reason for the highepaetivity, this pattern should have
changed to show a greater number of clients withentban three capitations paid in a
given month. Rather, the Department discovered @ialdren's Basic Health Plan
applications created in the Colorado Benefits Managnt System increased by nearly
80% between June and October 2006. This indich&tshe increase in retroactivity is a
level shift driven by the volume of new clientstb@ Children's Basic Health Plan, due in
part to the effects outlined below.

New Clients

The Department is observing an increase in the erumbChildren's Basic Health Plan
clients at lower income levels. Graph 1 of theadlment illustrates the “new”
traditional children to the Children's Basic Hedhlan in FY 06-07 by month. A “new”
client is defined for these purposes as one whaahaapitation paid for a specified month
and none in the month prior. Though the total neimif new traditional children is
volatile, the data has an overall upward trend, l@slbeen generally higher in the second
half of the fiscal year relative to the first halfn addition to the absolute number of new
children, the income distribution of children eredlin the Children’s Basic Health Plan
has been changing throughout FY 06-07. In July62@8.1% of the new traditional
children had family income below 100% of the fed@@verty level. By May 2007, this
percentage had increased to 40.1%. While the Dmpat can identify factors that may
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have affected this shift, the precise reasons amcesponding orders of magnitude can
not be identified.

One reason for the increasing number of childremasketing. HB 05-1262 (Tobacco
Tax bill) provides funding for cost effective matig of the Children’s Basic Health

Plan. A contract with Maximus was executed in 2ap2006, and marketing started on
April 1, 2006. The marketing campaign has beencessful, and the Department
believes that it has had a positive effect on casklin both the children and prenatal
programs. However, the Department does not cuyréatve the resources to directly
measure the effect marketing has had on caseltadhe Department’s February 15,
2007 forecast, it was assumed that because thew miee months of enrollment data
that included effects from marketing, any marketimgpact was already included in the
total caseload forecast.

A new marketing campaign for the Children's Basiealth Plan program began on
January 29, 2007. This television and radio cagmpavas launched statewide, and
targeted low-income and Hispanic populations. Tepartment believes that the
increase in the proportion of new clients that lave-income is indicative that the new
marketing campaign is having a positive impact asetad, and that it is having a
stronger impact than the previous campaigns. lditiad, newly-elected Governor
Ritter’s pledge to insure all uninsured childrerithe State has generated media attention,
which may also have contributed to an increaseh@& number of new clients. The
Department expects the effects of marketing to rerngh due to continuing high levels
of marketing activity and exposure.

The increase in the clients below 100% of the faldeoverty level may also be due to
the citizenship requirements in the Deficit RedmetAct of 2005. Children who do not
provide proper proof of citizenship may not gaindvaid eligibility, but would still be
eligible for the Children's Basic Health Plan, whis not subject to the Deficit Reduction
Act. The Department clarified this policy to coestand medical assistance sites in late
October 2006 and established more specific proesdtio accomplish this. The
Department currently has no way to quantify thipact because the documentation
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process is manual and is not yet incorporated é Goblorado Benefits Management
System.

Exiting Clients

Graph 2 of the Attachment illustrates the “exitirgdients in the Children's Basic Health

Plan in FY 06-07 by month. An “exiting” client aeefined for these purposes as one who
had no capitation paid for the specified month ed one in the prior month. Though

the total number of traditional children leavingetiChildren's Basic Health Plan is

volatile, the data has a downward trend from th&t three months of FY 06-07. This

indicates that fewer clients are losing eligibiléypd that children are remaining in the

Plan longer.

Medicaid eligibility extends to 133% of the fedepaverty level for children up to 5
years of age, and to 100% of the federal povesgll®r children ages 6 and older. HB
05-1262 (Tobacco Tax bill) removed the Medicaideaissst for low-income children and
families. The asset test removal is being impleeemgradually over the course of FY
06-07 as clients come up for their annual eligipiliedetermination. Because asset
information is no longer collected at the clientde the Department can not identify
clients moving from the Children's Basic HealthrPla Medicaid specifically due to the
removal of the asset test. However, the Departrhast reason to believe that the
removal of the asset test is having less of arcefie the Children's Basic Health Plan
caseload as was initially anticipated.

The Department anticipated that the asset testdroatease the number of low-income
clients moving from the Children's Basic HealthrPla Medicaid. As discussed above,
the number of children exiting the Children's Baliealth Plan increased in the first
three months of FY 06-07, but has decreased isubsequent months. In addition, it is
reasonable to expect that the removal of the &ssetvould affect the low-income clients
to a greater extent. In June 2006, approximatédly% of exiting children were below
100% of the federal poverty level, and could pagdiyt be eligible for Medicaid. This

share was approximately 42.1% in July 2006 and%4drbMay 2007, with lower shares
in the interim months. Though the share of chitldiesaving the Children's Basic Health
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Plan that are low-income children has increasduhdt been anticipated that the effects of
the removal of the asset test would be strongervamald be shifting more children to
Medicaid than this seems to indicate.

Total Children’s Caseload

Table B of the Attachment outlines the Departmemésised caseload estimate for
children in the Children's Basic Health Plan. Bhea analysis of monthly growth from
October 2006 through May 2007, the Department esémthat the traditional children’s
caseload will increase by 1.86% in June 2007. Dkpartment anticipates that the
retroactive enrollment will remain higher than brstal levels due to the effects outlined
above.

Given recent caseload growth, the Department bediehat the expansion children’s
caseload (between 186% and 200% of the federalrfyolexel) can be managed to the
revised FY 06-07 appropriation, and therefore israequesting a change for these clients.
Similarly, the Department anticipates that the ptah program’s caseload can be
managed to the revised FY 06-07 appropriation andot requesting a change for the
program.

The FY 06-07 caseload forecast for traditional drieih is 49,292. Per HB 05-1262
(Tobacco Tax hill), caseload beyond the FY 03-Oflleof 46,694 is funded by the
Health Care Expansion Fund. As seen in Table @@fAttachment, this implies that
traditional children to be funded from the ChildeeBasic Health Plan Trust Fund are
under-appropriated by an estimated 205 childrengereds the expansion is under-
appropriated by an estimated 2,598 children, fta of 2,803.

Due to new Children's Basic Health Plan children rezeiving dental benefits during
their pre-HMO enrollment period, dental caseloadc@nsistently lower than the
premiums caseload. In the Department’s Novemb20Q@6 Budget Request, the ratio of
dental to premiums caseload was adjusted to 7809%é¢ FY 06-07 projection based on
the most recent available data. In the first qgraof FY 06-07, the declining children’s
caseload increased the relative proportion of exjstlients that were enrolled in the
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dental program. This increased the ratio of detatgoremiums caseload above the
forecast (for example, the ratio in July 2006 w&s48). When children's caseload
flattened and began to increase in November 2086,ratio decreased as a greater
number of new clients not receiving dental benefiese enrolling. Due to the slight

delay in receiving dental benefits for some clientse strong caseload growth

experienced between January and May 2007 shoultinoento increase the dental

caseload ratio. Based on premiums and dental cabd&letween January and December
2006, the Department estimates a dental to premaassioad ratio of 81.5% for FY 06-

07.

Il. Description of Alternative Related to a Payablefor FY 05-06 Expenditures

Children's Basic Health Plan clients are serviced elither a health maintenance
organization (HMO) or by Anthem, which is a no-rigkovider that bills the State
directly for all costs-incurred. The Departmenygpanonthly capitations to Anthem for
services, and cost settles at the end of the fysl.

Because the Children's Basic Health Plan uses a@cbased accounting, capitations for
services in FY 05-06 were paid through Decembei620@ July 2006, the Department
booked an Accounts Payable for retroactive capmatito be paid in FY 06-07 for all

providers. At this time, the Department also bable Accounts Receivable from
Anthem in the amount of $5,403,568. Of this amp@#®42,271 was for duplicate

capitations made to Anthem in FY 05-06, and the aiamg $4,661,297 was for

estimated overpayments for services.

However, in the analysis to estimate overpaymealitsapitations paid in FY 05-06 were
included, rather than only capitations with datésservice in FY 05-06. Thus, the
payments made to Anthem erroneously included damisfor FY 04-05, whereas the
reported costs incurred by Anthem included onlyséhtor dates of service in FY 05-06.
This artificially inflated Anthem’s revenues relai to costs, and the Department
believed that it had overpaid Anthem in FY 05-OBhe inclusion of the FY 04-05 run-
out caused the Accounts Receivable that was bodkedrY 05-06 to be too high.
Because the Children's Basic Health Plan is usasfp based accounting beginning in FY
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07-08, future analysis regarding reconciliationgwnthem will no longer be dependent
on date of service, and this issue will be nonerist

The FY 05-06 cost settlement with Anthem, completedvay 2007, shows that the

Department made payments of $38,234,297 to Antl@nthe Children's Basic Health

Plan. Of this amount, $6,498,260 is administratieaes to be retained by Anthem,
leaving net program payments of $31,736,037. Antheported program costs of
$33,201,009. This results in an Account Payable thu Anthem in the amount of

$1,464,972 for FY 05-06. Of the Accounts Payabteked in July 2006 for cost

settlements, $1,468,201 is still available for theonciliation with Anthem. Thus, the

Accounts Payable is sufficient to complete the F¥086 Anthem reconciliation, and

there will be a total funds reversion to the Clelis Basic Health Plan Trust Fund of
$3,229.

However, because the cost settlement with Anthamaled that the Department had not
overpaid Anthem for FY 05-06, the $4,661,297 AcdsuReceivable for overpayments
must be reversed, and this amount must now be ateddor as expenditures in FY 06-
07 (see Table D for details). Because this amaulhtbbe shown as expenditures in FY
06-07, the Department is requesting that the spgnauthority for the Children's Basic

Health Plan Premiums Costs line item be increagetthib amount. The Department has
recovered the $742,271 for duplicate capitations] ¢his portion of the Accounts

Receivable has been closed.

As shown in Table D of the Attachment, these téiads receive the Children's Basic
Health Plan 65% federal matching funds. Basedapitation payments made to Anthem
in FY 05-06, the Department estimates that 35%hefdosts for the year-end settlement
can be attributed to expansion clients. Thus, 8%e Cash Funds Exempt is to come
from the Health Care Expansion Fund, and the renm@i65% is to come from the
Children's Basic Health Plan Trust Fund.

Funding
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Calculations for Alternative’s Funding

The FY 07-08 Long Bill Add-ons (SB 07-239) includes total General Fund

appropriation to the Children's Basic Health Plarust Fund in the amount of

$11,243,215. This includes the following amountbé¢ used for Children's Basic Health
Plan services:

+ $2,500,000 General Fund from the Department's Jgridg 2007 late Supplemental
request;

+ $6,200,000 General Fund recommended and passet)diei Department's March 8,
2007 Figure Setting, and;

« $2,500,000 additional General Fund. The Joint Btidgommittee had $5,500,000
General Fund at the end of balancing to appropf@atd-Y 06-07, and decided to
appropriate $2,500,000 of this to the Trust Fund.

The Department assumes that an additional Genewad Bppropriation would not be

required due to the balance in the Trust Fund. Department is only requesting

additional appropriations from both the ChildreBasic Health Plan Trust Fund and the
Health Care Expansion Fund to the Children's Bhgalth Plan Premiums Costs and
Dental Benefit Costs line items. The Departmenals requesting a change to the
appropriated Children's Basic Health Plan caseload.

Summary of Request FY 0637
Matches Schedule 13 and Recommended Request for Chnén's
Basic Health Plan Trust Fund Total Funds General Fund Cash Funds
FY 06-07 Anticipated Appropriation (Column 2) $1674064 $11,243,215 $223,849
FY 06-07 Supplemental Request (Column 3) $10,567 $0 $10,567
FY 06-07 Total Revised Request (Column 4) $11,473% $11,243,215 $234,416
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Summary of Request FY 0637
Matches Schedule 13 and Recommended Request for Chnen's Cash Funds
Basic Hedth Plan Premiums Costs Total Funds Exempt Federal Funds
FY 06-07 Anticipated Appropriation (Column 2) $8834970 $28,664,893 $52,819,077
FY 06-07 Supplemental Request (Column 3) $8,236[467 $2,889,630 $5,346,837
FY 06-07 Total Revised Request (Column 4) $89,7264 $31,554,523 $58,165,914
Summary of Request FY 0637
Matches Schedule 13 and Recommended Request for Chen's Cash Funds
Basic Health Plan Dental Benefit Costs Total Funds Exempt Federal Funds
FY 06-07 Anticipated Appropriation (Column 2) $623642 $2,205,925 $4,096,717
FY 06-07 Supplemental Request (Column 3) $572,288 $200,301 $371,987
FY 06-07 Total Revised Request (Column 4) $6,874(®3 $2,406,226§ $4,468,704

All tables and graphs are included in the Attachimsshind this document.

Table A

develops the Children's Basic Health Plan TrustdFprojection through FY 07-08.
Table B develops the children’s caseload projectaiculations through FY 06-07.
Table C develops the funding needs due to the asexk children’s caseload projection.
Table D develops the calculation for the fundingechdor a payable for FY 05-06

expenditures.

Graph 1 displays the “new” tradaioahildren to the Children's Basic

Health Plan in FY 06-07 by month. Graph 2 displtys “exiting” traditional children
from the Children's Basic Health Plan in FY 06-@7ntonth.

Impact on Other Areas of Government None.

Assumptions for Calculations

described below.

Table B

Assumptions for Tables B and D, as well as Graplend 2, of the Attachment are

* The June 2007 caseload projection for traditiohdtcen (under 185% of the federal
poverty level) is based on actual enrollment (idaig retroactivity) for October 2006

Page 13



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIRMIG — FY 06-07 BUDGET REQUEST

to May 2007. During this period, caseload grewahyaverage of 1.86% per month
on average. Monthly declines between July ande®apér 2006 were omitted from
the forecast because they are much larger tharetieait trend and are assumed to be
non-representative of the expected caseload chdagdise rest of FY 06-07. This
may be due to the large number of redeterminatibats occur in these months and
the implementation of the interim process for thigzenship requirements of the
Deficit Reduction Act. The Department believesttiaashift in caseload trend
occurred after September, and that caseload wilkralosely resemble the trend seen
in the last seven months. Given this and the tettend in caseload growth, the
Department is forecasting the traditional childseoaseload to increase by 1.86% in
June 2007. This represents the net effect of factoch as the economy, marketing,
the Deficit Reduction Act, and the removal of theditaid asset test. This forecast
results in a final caseload of 49,292 traditiorf@ldren in FY 06-07.

Given the recent monthly increases in the expansivifdren caseload (between
186% and 200% of the federal poverty level), theop&dment sees no reason to
deviate from its February 15, 2007 forecast foramgion children. The Department
anticipates that the caseload for expansion cmldean be managed to the revised FY
06-07 appropriation, so is not requesting a chdogthese clients.

Similarly, the recent increases in the caseloathé Children's Basic Health Plan
prenatal program reveal no reason to deviate flioenRQepartment’s February 15,
2007 forecast for prenatal clients. The Departnaaticipates that the caseload for
the prenatal program can be managed to the re¥¥ed6-07 appropriation, and is
not requesting a change for these clients.

Given the recent caseload growth and trend in #i® rof dental to premiums
caseload, the Department believes that the cuamgopriated dental caseload is too
low. The Department estimates that the ratio oftaleto premiums caseload to be
81.5% in FY 06-07, based on actual caseload dét@eba January and December
2006.
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COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIRMIG — FY 06-07 BUDGET REQUEST

Table D

The Department analyzed capitations paid to AnthreRY 05-06. An estimated 35% of
all capitations in FY 05-06 were for expansion d@feh (between 186% and 200% of the
federal poverty level) and prenatal clients. Beeatlne 1,428 member months of prenatal
care to be funded from the Children's Basic HeBldn Trust Fund was exceeded in
August 2006, the Department assumes that any @lecasts included in the year-end
cost settlement would be funded as expansion. ,TthesDepartment assumes that the
full 35% of the State funds required are for exjpamslients, and should thus come from
the Health Care Expansion Fund. The remaining 65%e State funds are assumed to
be for traditional clients, and should come frora hildren's Basic Health Plan Trust
Fund.

Graphs 1 and 2

e Graph 1 displays the “new” Children's Basic Hed&tan traditional (up to 185% of
the federal poverty level) children by month. Fbe purposes of this analysis, a
“new” client is defined as one for which a capatwas paid in the specified month
and had no capitation paid in the prior month. sAith clients may not be new to the
program, as an existing client may have had a miaptse in their eligibility due to a
delay in their redetermination process. It is, Bo@r, a good proxy to estimate newly
eligible clients.

» Graph 2 displays the “exiting” Children's Basic Hedlan traditional (up to 185%
of the federal poverty level) children by monthorEhe purposes of this analysis, an
“exiting” client is defined as one for which no dapon was paid in the specified
month but had a capitation paid in the prior montll such clients may not be
exiting the program, as an existing client may h&eel a month lapse in their
eligibility due to a delay in their redeterminatipnocess. It is, however, a good
proxy to estimate clients exiting Children's Baslealth Plan due to a loss of
eligibility.
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COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIRMIG — FY 06-07 BUDGET REQUEST

Concerns or Uncertainties of Alternative The projection for the Children’s Basic Healtla®[Trust Fund’s ending balance in FY

06-07 may vary from the actual ending balance,haseinding balance depends on the
accuracy of both expenditure and revenue forecd&senues from interest earnings and
annual enrollment fees can vary from projectionsse® the Trust to run short on funds
despite underspending the program appropriatioi$ie Department believes it is
advantageous to carry a reserve balance in thd frws/oid this situation. In addition,
the estimated Tobacco Master Settlement fundingcatéed to the Trust is a projection
which may fluctuate.

The Department’s caseload projection is based enntimber of capitation payments
made through May 2007, including forecasts foroattivity. Caseload including
significant program changes, such as the beginwihgnarketing, the identification
requirements of the Deficit Reduction Act of 2085¢d the removal of the Medicaid asset
test, is difficult to project with high accuracyvgn limited information. In addition,
updates to the Medicaid Management Information €&ystand Colorado Benefits
Management System may affect the number of retk@a@ayments, and may cause
expenditures to differ from forecasts. The ratiodental to premiums caseload can
fluctuate based on the composition of new and iegstlients.

Alternative B {Status quo; no change in funding; nbrecommended}:

General Description of Alternative

With this alternative, there would be no changé&nding for FY 06-07. With no change
in the appropriation, the Cash Funds Exempt appipn for FY 06-07 would be

insufficient to cover forecasted caseload and cai@nges for the expansion and non-
expansion clients. The FY 06-07 revised expeneiforecast from the Trust Fund for
the Children's Basic Health Plan Premiums Cost$6%,050,135, and the revised
appropriation to this line item is $60,788,662.vé3i this, the Department is projecting
an overexpenditure in the amount of $261,473 thtatds from the Children's Basic

Health Plan Trust Fund. Including the total fuik$029,843 need from the Trust Fund
to complete the FY 05-06 cost settlement (65% efttital funds impact is to be from the
Trust Fund), the shortfall in the FY 06-07 Premiu@wsts line item to be funded from
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COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIRMIG — FY 06-07 BUDGET REQUEST

Calculations for Alternative’s Funding

the Trust Fund is $3,291,316. The shortfall in B¢ 06-07 Dental Benefit Costs line
item to be funded through the Trust Fund is $572 128al funds.

Because the Department does not have overexpemdiwthority for this program,
enroliment in the Children's Basic Health Plan wlonbrmally be capped. However,
given the timing of this request, the Departmergsdoot believe that an overexpenditure
can be prevented. Though the caseload increages e January 2007, the Department
was unsure of whether the growth would continuéd tite increases were anomalies. In
its initial research in March 2007, the Departm&arned about the enrollment fee
backlog and believed that this was the reason Hethia increases in retroactivity and
caseload in January and February 2007. Becausprthllem was resolved by the end of
February 2007, the Department believed that cadedoawth would moderate by April
2007. However, when the April 2007 capitations evgulled in mid April, the
Department discovered that retroactivity had remgimigh, and immediately began
researching the reasons behind the caseload growils work was completed in May
2007, and the Department is now comfortable tragtiowth is simply due to an increase
in the number of new clients moving to the ChildseBasic Health Plan. However,
because the growth in the last five months has keestrong and May capitations have
already been paid, the current Premiums approgniatias room for only 43,141
capitations for traditional children for the re$t/¥ 06-07.

Because an overexpenditure cannot be preventetpative B has the same costs as
Alternative A.

Concerns or Uncertainties of Alternative Concerns Related to Capping the Program

+ Because an overexpenditure cannot be preventedprdgram would be in non-
compliance with 24-79-109 C.R.S. (2006), which doeisallow overexpenditures for
the Children's Basic Health Plan.

« The amount of the FY 06-07 overexpenditure wouldbeked against the FY 07-08
appropriation. These FY 06-07 overexpenditureslavotfset any potential savings
from the Children's Basic Health Plan’s switch &slt based accounting.
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Supporting Documentation

Analytical Technique

Cost/Benefit Analysis for FY 06-07

FY 06-07 Cost
Benefit Analysis

Incremental Costs

Benefits

Alternative A:
Recommended

The costs of Alternative A are as follows:
$1,239,128 in Cash Funds Exempt from the Trustf
$1,850,803 in Cash Funds Exempt from the
Health Care Expansion Fund, and;
$10,567 in Cash Funds.

Alternative A will provide the appropriations for

medical services for an estimated monthly

average of 52,854 children, dental services

for

43,076 children, and 16,878 member months of

prenatal benefits for all of FY 06-07.

Alternative B:
Not
Recommended

The costs of Alternative B are the same as thase fo
Alternative A.

Alternative B does not have the benefits

Alternative  A. It  will not preven

overexpenditures in the Children's Basic He

of

alth

Plan, which are not allowed under 24-79-109

C.R.S. (2006).

Quantitative Evaluation of Performance -

Compare all Alternatives

Statutory and Federal Authority

In total, Alternative A would allow appropriatisnto provide 52,854 children with

medical benefits, 43,076 children with dental bésgctind 16,878 member months of
prenatal benefits in FY 06-07. Under AlternativetiBere would be a total funds shortfall
of $3,291,316 for Premiums and $572,288 for Delpémlefits for the traditional children
from the Trust Fund. Due to the strong caseloaavtir and the timing of this request,
overexpenditures from the Children's Basic HealthinFPremiums Costs and Dental
Benefits line items cannot be prevented. If anrexgenditure occurs, the expenditures
will be shown in the FY 07-08 appropriation, andlwifset any potential savings from
the Children's Basic Health Plan’s switch to caa$ell accounting.

Children's Health Insurance Program is establishefederal law in the Social Security

Act, Title XXI (42 U.S.C. 1397aa through 1397jjBEC. 2101. [42 U.S.C. 1397aa] (a)
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COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIRMIG — FY 06-07 BUDGET REQUEST

PURPOSEThe purpose of this title is to provide funds tat&t to enable them to initiate
and expand the provision of child health assistaioceninsured, low-income children in
an effective and efficient manner that is coordagavith other sources of health benefits
coverage for children. Such assistance shall lvigled primarily for obtaining health
benefits coverage...

25.5-8-105 C.R.S. (2006) (B fund to be known as the Children’s Basic HealthnP
Trust is hereby created... all monies deposited entthst and all interest earned on the
moneys in the Trust shall remain in the Trust far purposes set forth...

25.5-8-109 C.R.S. (2006) (3)he Department may establish procedures such that
children with family incomes that exceed one huddrghty-five percent of the federal
poverty guidelines may enroll in the plan, but a@ eligible for subsidies from the
Department; ..%) (a) (I), . .Once determined eligible for the plan, a pr@gnwoman
shall be considered to be continuously eligibletlyhout the pregnancy and for the sixty
days following the pregnancy, even if the womalngsbdity would otherwise terminate
during such period due to an increase in incomegotJbirth, a child born to a woman
eligible for the plan shall be eligible for the pland shall be automatically enrolled in
the plan . ..

25.5-8-107 (1) (a) (I1), C.R.S. (2006) (1) addition to any other duties pursuant to this
article, the department shall have the followingielst (a) (II) In addition to the items
specified in subparagraph (l) of this paragraph éd any additional items approved by
the medical services board, on and after JanuargdQ1, the medical services board
shall include dental services in the schedule althecare services upon a finding by the
board that: (A) An adequate number of dentistswaiting to provide services to eligible
children; and (B) The financial resources availalbethe program are sufficient to fund
such services.

24-22-117 (2) (a) (Il), C.R.S. (2006) moneys in the Health Care Expansion Fund shall
be annually appropriated by the general assemblyht Department of Health Care
Policy and Financing for the following purposes:) (Ao increase eligibility in the
Children’s Basic Health Plan, Article 19 of Titl®.3, C.R.S., for Children and Pregnant
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Department Objectives Met if Approved

women from one hundred eighty-five percent to twoadhed percent of the federal
poverty level; (B) To remove the asset test unueiMedical Assistance program, Article
4 of Title 25.5, C.R.S., for children and families;(F) To pay for enrollment increases

above the average enrollment for state fiscal y&#33-04 in the Children’s Basic Health
Plan, Article 19 of Title 25.5, C.R.S.

1.4  To assure delivery of appropriate, high tydlealth care. To design programs
that result in improved health status for cliergsved and to improve health outcomes.

To ensure that the Department’s programs are resgoto the service needs of enrolled
clients in a cost-effective manner.

3.2 To improve customer satisfaction witbgrnams, services, and care.
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Table A
Trust Fund Analysis

Children's Basic Health Plan Trust Fund Analysis
For FY 06-07 Change Request "Adjustments to the FY6-07 Children's Basic Health Plan Caseload and Gts"
Revised
Actual Actual Request Appropriated ®

TRUST REVENUES FY 04-05 FY 05-06 FY 06-07 FY 07-08 Source
A |Beginning Balance $5,389,901L $9,025,270 $4,411,882 $8,095,871 ActnalOo
B |General Fund Appropriatich $3,296,346 $2,000,000  $11,243,P15 $0 Appropriatibostnote 1
C |January 2006 transfer from the State Contréller $0| $900,00p $0 $0 Footnote 2

Appropriations and Estimates from Legislal
D |Tobacco Master Settlement Funds to Tfust $20,629,548  $20,927,5P9  $19,248,027 $17,500,000 Council, January 2007
See February 15, 2007 S-3 & BA-A3, Tables A an

E |Interest Earnings $587,893 $752,518 $557,170 $603,063  Adjusted for Revised Beginning Balance
F  |Annual Enrollment Feeb $122,62¢ $191,726 $176,036 $176,036 Table C, Myr@007 Figure Setting page 85
G |Accounts Payable Reversions from Prior Year $156,901 $45,896 $0 50 Actual
H |Federal Match Earningss $40,591,09B $41,801,3p5 $49,355,009 $49,856,546 tnB@o5
| Total Revenue $70,774,308 $75,644,2p4 $84,993,[739 $76,231,516 Sum A:H

TRUST EXPENDITURES
J |Program Cash Funds Exempt Estimated Expenditures $20,723,608  $20,944,5p1  $26,620,691 $26,760,680 tnBt@o5

See February 15, 2007 S-3 & BA-A3, Table E, Mgrch

K [Internal Administration Cash Funds Exempt EstiddE&penditures $434,342 $386,506 $878,053 $1,008)212 8, 2007 Figure Setting page 85
L |Federal Match Expenditures $40,591,09B $41,801,3p5 $49,355,009 $49,856,546 tnB@o5
M |SB 05-211 Transfer $8.1 Million to General Fund $0 $8,100,000 40 $0
N [FY 06-07 Supplemental bill (SB 07-163) $0) $( $43,21p 40  For the Department's January@¥ 304 and S-5.
(©) Total Expenditures $61,749,038 $71,232,3B2 $76,897,868 $77,62%,438 Sum J:N
P |Remaining Balance $9,025270  $4,411,8%2  $8,095,871 ($1,393922) -0
Notes

1. FY 04-05 to FY 06-07 are actual appropriations.

2. In 2002, the Department transferred funds froen@BHP Trust Fund to the State Treasury to rethe&eneral Fund deficit. In January 2006, $900)088 refunded to the Trust.

3. The Children's Basic Health Plan Trust Fundivese24% of the total amount of Tobacco Masterl&atint funds annually, with a minimum amount of $0D,000. In FY 07-08, the forecasted transfer is
$16,180,173. Per 24-75-1104.5 (c), C.R.S. (200@)General Assembly will appropriate the amournhefshortfall to the Children's Basic Health Planst Fund.

4. Annual enrollment fees for FY 06-07 and FY 07vd&e estimated using the FY 05-06 experience afper average monthly enroliment. See Februarg®7 S-3 & BA-A3, Attachment 1, Tables C
and D.

5. Figures for FY 04-05 and FY 05-06 are actuals|enfigures for FY 06-07 and FY 07-08 are projent. See Table C of this document and Februard®; S-3 & BA-A3, Attachment 1, Table D.
6. See March 8, 2007 Figure Setting document, gage
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Table B

Revised Caseload Projection

Historical Monthly Capitations
FY 98-99 FY 99-00 FY 00-01 FY01-02 | Fyo02-0d FYo0304 F¥4-05 FY 0506
Traditional | Expansior] Total Childrgn
Jul 8,263 19,238 25,221 35741 44,618 51,846 37,159 40,271 736 41,001
Aug 8,956 20,3917 25,480 36,71 45,864 51,844 41,477 38,687 812 39,499
Sep 9,649 20,880 25,826 37,284 46,857 51,626 41,355 39,187 898 40,089
Oct 10,347 21,90p 26,431 38,348 48,171 52484 35354 41858 1,189 43,041
Nov 11,082 22,698 27,388 38,97F 48,734 50,882 37,303 43,449 1,348 44,797
Dec 11,704 22,944 27,958 39,24f 49,25 49,001 38,036 44,439 1,464 45,909
Jan 12,649 23,65p 28,8817 40,05p 50,493 47,156 37,989 45948 1,638 47,584
Feb 13,798 23,99 30,528 40,328 50,93 44976 40610 47,300 1,756 49,054
Mar 15,074 24,4901 31,796 41,64p 51,19 42979 43337 50,304 1,888 52,184
Apr 16,603 24,80[L 33,078 42,60 51,511 41353 44179 50,362 1,966 52,324
May 17,341 25,01p 34,168 43351 51,399 39,111 41,709 51,050 2,117 53,167
Jun 18,436 25,196 34,907 43745 51,564 37,069 41552 51516 2,281 53,797
560,327
Average Monthly Caseload 12,825 22,935 29,306 39,848 49,21 46,694 40,0058 45,364 1,508 46,873
Annual Growth 78.8% 27.89 36.0% 23.5M% 5.4% 148%  13.40% 192%

FY 06-07 Projection

Traditional Children's

Cumulative Traditional

Expansion Populatio

n Final Children'd

=)

o7

~

=2

1o o)

OT

D

Projection® 2 Caseload Projection * Caseload
Jul 48,452 48,45p 2,613 51,06
Aug 47,038 95,49D 2,768 49,80
Sep 46,017 141,50 2,923 48,94
Oct 46,025 187,53p 3,210 49,29
Nov 47,100 234,63p 3,407 50,50
Dec 47,226 281,858 3,510 50,73
Jan 48,496 330,354 3,602 52,09
Feb 49,749 380,103 3,612 53,36
Mar 51,603 431,706 3,610 55,21
Apr 52,182 483,888 3,563 55,74
May 53,311 537,199 3,585 56,89
Jun 54,304 591,508 3,616 57,92
Average Monthly Caseload 49292 3,340 52.63p
Annual Growth 8.7 121.50 12.39

p

1. The months in bold are projected using forechst&roactivity, and are taken from the June 1&720oint Budget Committee Footnote 20 Report.
2. Monthly growth in the traditional children fonde 2007 is calculated as 1.86% of the prior merithditional children's caseload, including theaat of the asset test removal and the Deficit Redii Act. This is based ¢
monthly growth in caseload between October 2006Mag 2007.
3. Caseload beyond the FY 03-04 total of 560,32fibez months is financed by the Health Care Expanisiond.

4. Base growth in the expansion children for Jub@72is estimated to be 0.86% of the prior montkggasion children's caseload. This is based ortipgrowth in caseload between December 2006 aag 2007.

The Department of Health Care Policy and Financing
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Table C
Caseload Needs Analysis

Revised Appropriation (March 8, 2007 Figure Settiny
Traditional up to FY | Traditional Above FY
FY 06-07 CBHP Children's Medical Expenditures 03-04 Level" 03-04 Level" Expansion® Total
FY 06-07 Enroliment Estimate 46,48 3,56p 50,041
Medical Premium PMPM $106.2 $106.29 $106.P9 $106{29
Total Children's Medical Expenditures| $59,295,79D EY $4,543,260 $63,839,p50
Annual Enrollment Fee Collection Per Enrolfee $3.71 $3.7y $13.44
Total Annual Enrollment Fee Collections (Cash Finds $175,26: $p $48,586 $223,449
FY 06-07 CBHP Prenatal Services Expenditurgs $1,492,87p $12,347,692 $3,804,856 $17,644,920
Total FY 06-07 Children's Basic Health Plan Premiurs Cost: $60,788,66R $12,347,6P2 $8,347,616 $81,484,970
Cash Funds from Estimated Enrollment Fies $175,26. $D $48,586 $223,449
Cash Funds Exemp) $21,214,69[L $4,321,692 $2,904,661 $28,441,044
Federal Funds $39,398,70 $8,026,00 $5,394,37 $52,819,07
FY 06-07 CBHP Dental Expenditures
Children Capitated for the Dental Benefit 36,680 0 2,81 39,44
Dental Premium PMPN $13.3 $13.3D $13.30 $1330
FY 06-07 Children's Basic Health Plan Dental BenefiCostg $5,854,099 $p $448,543 $6,302,$42
Title XXI Federal Funds $3,805,1p4 150 $291,553 $4,099,7
Cash Funds Exemﬁ $2,048,935 $p $156,990 $2,205,#25
Revised FY 06-07 Children's Medical and Prenatal Rijections (as of March 27, 2007)
Traditional up to FY | Traditional Above FY
FY 06-07 CBHP Children's Medical Expenditures 03-04 Level" 03-04 Level" Expansion® Total
FY 06-07 Enroliment Estimate 46,694 2,598 3,562 52,8p4
Medical Premium PMPM $106.2 $106.29 $106.P9 $106{29
Total Children's Medical Expenditures| $59,557,268 $3,313,697 $4,543,260 $67,414,220
Annual Enrollment Fee Collection Per Enroffee $3.77 $3.7y $13.64
Total Annual Enroliment Fee Collections (Cash Finds $176,03 $9,794 $48,586 $234,416
FY 06-07 CBHP Prenatal Services Expenditurgs $1,492,87p $12,347,692 $3,804,856 $17,644,920
Total FY 06-07 Children's Basic Health Plan Premiurs Cost: $61,050,13p $15,661,389 $8,347,616 $85,059,140
Cash Funds from Estimated Enrollment Fees $176,036 , 7949 $48,58p $234,416
Cash Funds Exemp) $21,305,93p $5,478,068 $2,904,661 $29,684,654
Federal Funds $39,568,16 $10,173,53 $5,394,37 $55,136,07
FY 06-07 CBHP Dental Expenditures
FY 06-07 Premiums Enroliment Estimate 46,694 2,598 3,562 52,8p4
Percentage of Caseload Capitated for Dental Benefit 81.5% 81.59 81.5%
Children Capitated for the Dental Benefit 38,056 2,11 2,903 43,01
Dental Premium PMPN $13.3 $13.3D $13.30 $1330
FY 06-07 Children's Basic Health Plan Dental BenefiCosts $6,073,738 $337,813 $463,319 $6,874]930
Title XXI Federal Funds $3,947,9B0 $219,617 $301}157 ,468,70:
Cash Funds Exemﬁ $2,125,808 $118,2%6 $162,162 $2,406[226
Overfunded/ (Underfunded)
FY 06-07 Enroliment (205 (2,598 0 (2,80%)
FY 06-07 Children's Basic Health Plan Premiums Cost ($261,473 ($3,313,69)) $0 ($3,575,1f70)
Cash Funds from Estimated Enrollment Fies ($773 ($9,794 $( ($10,56{7)
Cash Funds Exemp) (391,244 ($1,156,366) $p ($1,247,6[L0)
Federal Funds ($169,457) ($2,147,537) $0 ($2,316]994)
FY 06-07 Children's Basic Health Plan Dental Costs ($219,639 ($337,878) ($14,716) ($572,288)
Cash Funds Exemp) ($76,873 ($118,256) ($5,172) ($200,3p1)
Federal Fun( ($142,766 ($219,617 (39,604 ($371,987

* HB 05-1262 provides Health Care Expansion Fundiesdior premiums for traditional children (up to528 of the federal poverty level) above the FY 03@4oliment level of 46,694. All expansion clie(adove
185% of the federal poverty level) are funded thiotige Health Care Expansion Fund.

2 please see the narrative from November 1, 2008 t-a detailed explanation of the Premiums andt8leates.
2 Annual enrollment fees per enrollee is estimatestan the actual collections for FY 05-06. Seterir@ry 15, 2007 S-3 & BA-A3, Attachment 1, Tabléd€ details.
“Cash Funds from annual enroliment fees are ndblelitpr a federal match.
°The source for the Cash Funds Exempt for traditickents up to the FY 03-04 enroliment level ie tBhildren's Basic Health Plan Trust Fund. Theamtor the Cash Funds Exempt for the traditiotiahts
above the FY 03-04 enrollment level and the expansiients is the Health Care Expansion Fund.
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Anthem Cost Settlement

Table D

ltem Amount
Available Payable from COFRS (as of 5/8/2007) $1,268
Anthem Payable ($1,464,972)
Net Payable (to revert) $3,229
Federal Funds Reversion $2,099
CFE- Children's Basic Health Plan Trust Fund Revark $1,130

Overestimated Anthem Receivable

($4,661,297)

Federal Funds ($3,029,843)
CFE- Health Care Expansion Fuhd ($571,009‘
CFE- Children's Basic Health Plan Trust Fdnd ($1,060,445I)

! This amount is reverted to the Children's BasialthePlan Trust Fund.
2 Additional spending authority is needed for thié &mount of the overestimated receivable,

as this will be shown as FY 06-07

expenditures.

% In FY 05-06, capitation payments to Anthem for axgion children and prenatal clients

constituted 35% of total payments

*In FY 05-06, capitation payments to Anthem fodttinal children constituted 65% of to

payments.
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Graph 1

Monthly New* Traditional CHP Clients by Income Rating
o Il
582 926
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33.29
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419
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70% - 530 13.8%4 . 12 8% 14.29%
19.1%) 652 464 683 12.1%)
18.9% 17 504 18.29% :
60% - ' 520
14.8% 1,174
773 23.5%)
6,204 1,000, % 1,028 915
50% - \ \ 25,694 878 2364 23,64
929 711 1,034 812
40% - 27.09% 26.95 27.5% 3.0
763 704
30% 679 17.5% 18.1%
17.1%
382 103 354 492
20% - 13.8% 14.3%) 13.4% 13.1%
1,301]
i o5 831 — 986 6194 855
10% 1 =5 466 382 563 559 21.2% 21.3% 20,59 22.6% 22.0%
14.3% 13.5% 14.4% 15.0% 15.9%
0%
Jul Aug Oct Nov Dec Jan Feb Mar Apr May
2,781 3,442 2,647 3,763 3,525 2,946 3,907 3,974 4,355 4,990 3,883
‘ B40% & 100% 133% B 150% M 185%
* New client defined as having a capitation in the specified month and no capitation in the previous month.
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Graph 2

Monthly Exiting* Traditional CHP Clients by Income Rating
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STATE OF COLORADO FY 07-08 BUDGET REQUEST CYCLIPAFEMENTS OF HEALTH CARE POLICY AND FINANCING & HANISERVICES

Decision Item FY 0809

Base Reduction Item FY 0809

Supplemental FY 0708 ¥

Budget Request Amendment FY 0809 "

Request Title: Office of the Colorado Benefits Management System Staff Reallocation
Department: Health Care Policy and Financing Dept. Approval by: John Bartholomews Date: June 20, 2007
Priority Number: MA OSPB Approval: Date:
1 2 3 4 5 6 7 8 9 10
1331 Total Decision/ Total Change
Prior-Year Supplemental Revised Base Base Hovember 1 Budget Revised from Base
Actual Appropriation Request Request Request Reduction Request Amendment Request (Column 5)
Fund FY 06-07 Fy 07-08 FY 07-08 FY 07-08 Fy 08-09 Fy 08-09 Fy 08-09 Fy 08-09 Fy 08-09 FY 09-10
Total of All Line ltems Total n 40,829 531 1,454 759 42,284 450 a0 n a0 a0 n a0
FTE 0.00 24530 12.00 267.30 0.00 0.00 0.0o 0.00 0.00 0.0o
GF 1 18,853 537 (77483 18,776,054 a 1 a a 1 a
GFE 1] 1] 1] o o 1] o o 1] o
CF 1] 1] 1] o o 1] o o 1] o
CFE n 1,409 530 1,609 552 3019112 ] n ] ] n ]
FF I 20 565 524 77 3409 20,489,284 a0 I a0 a0 I a0
{1) Executive Director's
Office - Personal Total 1] 16,715,550 1,312,841 18,028,531 o 1] o o 1] o
Services FTE 0.00 245.30 12.00 257.30 0.00 0.00 0.0o 0.00 0.00 0.0o
GF n 7261822 (a7 303 7174519 ] n ] ] n ]
GFE n n n a0 a0 n a0 a0 n a0
CF 1 1 1 a a 1 a a 1 a
CFE 1] 732 981 1,487 546 2220827 o 1] o o 1] o
FF 1] 8,720,787 187 302 5,533,485 o 1] o o 1] o
{1) Executive Director's
Office - Health, Life, Total n 529,253 34 B94 553,587 ] n ] ] n ]
and Dental FTE 0.00 0.00 0.00 0.0o0 0.00 0.00 0.0o0 0.00 0.00 0.0o0
GF 1 414 460 (3754 410,706 a 1 a a 1 a
GFE 1] 1] 1] o o 1] o o 1] o
CF 1] 1] 1] o o 1] o o 1] o
CFE n 37 568 42 202 78,770 ] n ] ] n ]
FF I 477 265 (3754 473,511 a I a a I a
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STATE OF COLORADO FY 07-08 BUDGET REQUEST CYCLIPAFEMENTS OF HEALTH CARE POLICY AND FINANCING & HANISERVICES

Schedule 13

Emergency Supplemental Request for FY 0708 Budget Request Cycle

Decision Item FY 0809 Base Reduction Item FY 0809

Supplemental FY 0708 ¥

Budget Request Amendment FY 0809 |

Request Title: Office of the Colorado Benefits Management Systemn Staff Reallocation
Department: Health Care Folicy and Financing Dept. Approval by: John Bartholomew Date: June 20, 2007
Priority Number: N A OSPB Approval: Date:
1 2 3 4 5 [ 7 8 9 10
1331 Total Decision/ Total Change
Prior-Year Supplemental Rewvised Base Base November 1 Budget Revised from Base
Actual Appropriation Request Request Request Reduction Request Amendment Request {Column 5)
Fund FY 06-07 FY 07-08 Fy 07-08 Fy 07-08 FyY 08-00 Fy 08-09 Fy 08-09 Fy 08-09 Fy 08-09 Fy 09-10
{1) Executive Director's
Office - Short-term Total 0 19 548 1,170 20718 0 0 0 0 0 0
Disahility FTE 0.00 0.00 0.00 .00 0.00 0.00 .00 0.00 0.00 .00
GF i} & a0 27 8,382 0 i} 0 0 i} 0
GFE I} I} I} 0 0 I} 0 0 I} 0
CF 0 0 0 0 0 0 0 0 0 0
CFE 0 B35 1,423 2058 0 0 0 0 0 0
FF 1] 10,404 (126 10,278 ] 1] ] ] 1] ]
{1) Executive Director's
Office - Salary Survey Total I} 480 923 27 7a3 508 F76 0 I} 0 0 I} 0
and Senior Executive FTE 0.00 0.00 0.00 0.0o0 0.00 0.00 0.0o0 0.00 0.00 0.0o0
Services GF 0 217 149 (3,003 214,146 0 0 0 0 0 0
GFE i} i} i} 0 0 i} 0 0 i} 0
CF i} i} i} 0 0 i} 0 0 i} 0
CFE I} 15225 33759 48 984 0 I} 0 0 I} 0
FF 0 248 549 {3,003 245 546 0 0 0 0 0 0
{1) Executive Director's
Office - Pedormance Total 0 206 506 11,054 217 5RO 0 0 0 0 0 0
Based Pay Awards FTE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
GF I} 92 725 {1,196) 91 529 0 I} 0 0 I} 0
GFE 0 0 0 0 0 0 0 0 0 0
CF 0 0 0 0 0 0 0 0 0 0
CFE i} G 484 13 446 19 830 0 i} 0 0 i} 0
FF I} 107 287 {1,196) 106,101 ] I} ] ] I} ]
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STATE OF COLORADO FY 07-08 BUDGET REQUEST CYCLIPAFEMENTS OF HEALTH CARE POLICY AND FINANCING & HANISERVICES

Schedule 13

Emergency Supplemental Request for FY 0708 Budget Request Cycle

Decision Item FY 0809 Base Reduction Item FY 0809

Supplemental FY 0708 ¥

Budget Request Amendment FY 0809 |

Request Title: Office of the Colorado Benefits Management Systemn Staff Reallocation
Department: Health Care Folicy and Financing Dept. Approval by: John Bartholomew Date: June 20, 2007
Priority Number: N A OSPB Approval: Date:
1 2 3 4 5 [ 7 8 9 10
1331 Total Decision/ Total Change
Prior-Year Supplemental Rewvised Base Base November 1 Budget Revised from Base
Actual Appropriation Request Request Request Reduction Request Amendment Request {Column 5)
Fund FY 06-07 FY 07-08 Fy 07-08 Fy 07-08 FyY 08-00 Fy 08-09 Fy 08-09 Fy 08-09 Fy 08-09 Fy 09-10
{1) Executive Director's
Office - Operating Total 0 1,039 465 11,400 1,050 865 0 0 0 0 0 0
Expenses FTE 0.00 0.00 0.00 .00 0.00 0.00 .00 0.00 0.00 .00
GF i} 494 229 (1,425 4972 804 0 i} 0 0 i} 0
GFE I} I} I} 0 0 I} 0 0 I} 0
CF 0 0 0 0 0 0 0 0 0 0
CFE 0 28 941 14 240 43,191 0 0 0 0 0 0
FF 1] 516 2585 1,425 514 870 ] 1] ] ] 1] ]
{1) Executive Director's
Office - SB 04-257 Total I} 178,339 9 E81 188,020 0 I} 0 0 I} 0
Amortization FTE 0.00 0.00 0.00 0.0o0 0.00 0.00 0.0o0 0.00 0.00 0.0o0
Equalization, GF 0 7B 448 {1,048 75400 0 0 0 0 0 0
Dishursement GFE 0 0 0 0 0 0 0 0 0 0
CF i} i} i} 0 0 i} 0 0 i} 0
CFE I} 5,854 1776 17 B3 0 I} 0 0 I} 0
FF 0 96 036 {1,047 94 989 0 0 0 0 0 0
{1) Executive Director's
Office - SB 06-235 Total i} 34 950 2097 37 047 0 i} 0 0 i} 0
Supplemental FTE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Amaortization GF I} 13722 (227 13,495 0 I} 0 0 I} 0
Equalization, GFE 0 0 0 0 0 0 0 0 0 0
Dishursement CF 0 0 0 0 0 0 0 0 0 0
CFE i} 1,220 2 Bh1 3,771 0 i} 0 0 i} 0
FF I} 20,008 227 159 781 ] I} ] ] I} ]
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STATE OF COLORADO FY 07-08 BUDGET REQUEST CYCLIPAFEMENTS OF HEALTH CARE POLICY AND FINANCING & HANISERVICES

Decision Item FY 0809

Base Reduction Item FY 0809

Schedule 13
Emergency Supplemental Request for FY 0708 Budget Request Cycle

Supplemental FY 0708 ¥

Budget Request Amendment FY 0809 |

IT Request:

Yes

Cash Fund name/number, Federal Fund Grant name:
Yes ¥

Request Affects Other Departments: ¥

No

CFE: Children's Basic Health Plan Trust Fund, Old Age Pension Fund; Federal Funds: Title X0 and Title X

If Yes, List Other Departments Here: Dept. of Hurman Services, Office of the Gowernor - Lt. Governor - OSFPB

Request Title: Office of the Colorado Benefits Management Systemn Staff Reallocation
Department: Health Care Folicy and Financing Dept. Approval by: John Bartholomew Date: June 20, 2007
Priority Number: N A OSPB Approval: Date:
1 2 3 4 5 6 7 8 9 10
1331 Total Decisions Total Change
Prior-Year Supplemental Revised Base Base Hovember 1 Budget Revised from Base
Actual Appropriation Request Request Request Reduction Request Amendment Request {Column 5)
Fund FY 06-07 FY 07-08 Fr 07-08 Fr 07-08 FY 08-09 FY 08-09 FY 08-09 Fy 08-09 Fy 08-09 FY 09-10
{6) DHS Medicaid
Funded Programs - Total 0 12 A09 047 6 494 12 515 B4 0 0 0 0 0 0
(A Executive FTE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Director's Office GF i} 6,253 141 3,044 B.266,185 0 i} 0 0 i} 0
GFE 0 0 0 0 0 0 0 0 0 0
CF 0 0 0 0 0 0 0 0 0 0
CFE 0 0 3aa 388 0 0 0 0 0 0
FF i} G 265 906 3,062 £ ,268 968 0 i} 0 0 i} 0
{6) DHS Medicaid
Funded Programs - Total 0 8,716,030 37 475 8,763 805 0 0 0 0 0 0
{B) Office of Information FTE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Technology Services - GF i} 4 021,332 17 556 4 038,588 0 i} 0 0 i} 0
Colorado Benefits GFE 0 0 0 0 0 0 0 0 0 0
Management System CF 0 0 0 0 0 0 0 0 0 0
CFE 0 580 621 2241 582 BE2 0 0 0 0 0 0
FF i} 4 114 077 17 678 4,131,765 0 i} 0 0 i} 0
Letternote revised text: MiA
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STATE OF COLORADO FY 07-08 BUDGET REQUEST CYCLPAMHTMENTS OF HEALTH CARE POLICY AND FINANCING & HANMSERVICES

EMERGENCY SUPPLEMENTAL REQUEST for FY 07-08 BUDGET REQUEST CYCLE

Department: Department of Human Services and Deeaitof Health Care Policy and
Financing
Priority Number: N/A

Change Request Title:

Office of Colorado Benefiangdgement System Staff Reallocation

SELECT ONE (click on box):
[ IDecision Item FY 08-09

[ ]Base Reduction Item FY 08-09
XSupplemental Request FY 07-08

SELECT ONE (click on box):

Supplemental or Budget Request Amendment Criterion:
[ INot a Supplemental or Budget Request Amendment
[_]An emergency

[ |Budget Request Amendment FY 08-09 [ ]A technical error which has a substantial effecti@noperation of the program

Short Summary of Reguest

Background and Appropriation History

[ INew data resulting in substantial changes in fupdieeds
DUnforeseen contingency such as a significant warkichange

This 1331 Emergency Supplemental reallocates BFP and $2,142,000 in total funds
for the at-will and contract employees from the &wmwr’'s Office of the Colorado
Benefits Management System to the Department ofdfu8ervices and the Department
of Health Care Policy and Financing (hereafterrreféto as “the Departments”.

The Colorado Benefits Management System was deselby the State of Colorado to
handle application, eligibility, and benefit det@mation for thirty-six of Colorado’s
medical, food, and financial assistance prograiitte integrated system was also designed
to faciltate the transfer of information from tle®unties that use the system to the
Departments that administer the thirty-six asssgorograms, the Department of Human
Services and the Department of Health Care PofidyFanancing.

Development of the system began in FY 1999-00 hadsystem went online in FY 2004-
05. Upon implementation, the Colorado Benefits &gament System brought to the fore
some issues concerning eligibility processing adl we departmental and county
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STATE OF COLORADO FY 07-08 BUDGET REQUEST CYCLPAMHTMENTS OF HEALTH CARE POLICY AND FINANCING & HANMSERVICES

General Description of Request

coordination. An independent program audit in 2088ommended the creation of a
single office to provide program management andegwance oversight for the system
due to the complexity of managing multiple stakdeas. On May 27, 2005 the Governor
issued Executive Order D 004 05 creating the GarésOffice of the Colorado Benefits
Management System (OCBMS). This office was changid controlling the direction,
planning, management, and delivery of the Coloadoefits Management System.

The Office of the Colorado Benefits Management &ysis funded through a cash funds
exempt transfer from the Department of Human SesvicOffice of Information
Technology, Colorado Benefits Management Systera. linThe Colorado Benefits
Management System is a federally approved intedrsystem that allocates costs among
all assistance programs proportional to each progrause. Therefore, nearly all
expenditures out of the Department of Human SesviCelorado Benefits Management
System line are run through the federally appro@morado Benefits Management
System calculator. Because the Department of HUS®amwmices is a co-signatory of the
Colorado Benefits Management System vendor conamadtthe primary signatory on all
other Colorado Benefits Management System contréoes Department of Health Care
Policy and Financing transfers its portion of CBr&al costs through the Department of
Human Services, which is denoted by a cash funéspi transfer from Health Care
Policy and Financing to the Department of HumarviSes.

The Office of the Colorado Benefits Management &ystvas appropriated $1,917,427 in
FY 2007-08, per the Long Bill (SB 07-239). The apiation pays for 24.0 total at-will
employees, temporary contractors, operating castd, commercial leased space costs.
The Governor’'s Office was also appropriated $223,88m the Department of Human
Services for indirect cost recoveries, used to foayHealth, Life, and Dental (HLD),
short-term disability, salary increases, and othemefits for the Office of the Colorado
Benefits Management System 24.0 FTE.

This Request seeks to reallocate funding and KFoE the Governor’'s Office of the
Colorado Benefits Management System to the Depattme Human Services and the
Department of Health Care Policy and Financingspant to Executive Order D 005 07.
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STATE OF COLORADO FY 07-08 BUDGET REQUEST CYCLPAMHTMENTS OF HEALTH CARE POLICY AND FINANCING & HANMSERVICES

In addition, this Request seeks to correct the ifghaéplits for 3.0 FTE within the
Department of Health Care Policy and Financing thatk on the Colorado Benefits
Management System. The cost of these 3.0 FTE@reunrently split by the Colorado
Benefits Management System calculator. Finallys t831 Emergency Supplemental
Request reallocates funding from the Office of@wdorado Benefits Management System
for contractor and operating expenses to the Dejeatt of Health Care Policy and
Financing.

On February 15, 2007, the Governor of Coloradoedskxecutive Order D 005 07,
rescinding the Executive Order that created the eBun’s Office of the Colorado

Benefits Management System. Executive Order D 0@5placed the control and
accountability of the Colorado Benefits Managen&ygtem jointly under the Department
of Human Services and the Department of Health @atiey and Financing, and further
directed the two Departments to determine the iggasent of the Office of the Colorado
Benefits Management System’s 24.0 FTE, convertiege employees from at-will status
to State classified positions.

The Department of Human Services and the Departroéritealth Care Policy and
Financing have been in ongoing collaborative disiouns regarding the reallocation of the
Office of the Colorado Benefits Management Systér& Since Executive Order D 005
07 was issued. One of the primary concerns wihréallocation of the staff is the budget
neutrality requirement. Due to this requirememtd d@ecause the Colorado Benefits
Management System is designed to be an integrgstens that spreads costs across all
benefiting State and federal programs, using thier@do Benefits Management System
calculator - which is the only approved federamtairsement model - is the only logical
choice for financing the new staff allocation. Tfalowing table shows how the
Colorado Benefits Management System calculatocatls its funds.
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Colorado Benefits Management System Calculator Fund Splits

Department of Human

Department of Health Care

Services Policy and Financing

Total 100.00% 34.71%
General Fund 15.70% 16.26%
Cash Funds 8.03% 0.00%
Cash Funds Exempt" 34.71% |4 0%
Cash Funds Exempt - Children's 0% 1.90%
Basic Health Plan Trust Fund

Cash Funds Exempt - Old Age 0% 0.18%
Pension Fund

Federal Funds 41.57% 16.37%

Note: 1) The Cash Funds Exempt in the Depamt of Human Services line reflects the transféurnds
from the Department of Health Care Policy and Faiag.

Reallocation of 24.0 At-Will FTE

The Governor’s Office of the Colorado Benefits Mg@aaent System line included
funding for 24.0 FTE at-will positions plus contrataff. The Departments have agreed
that the 24.0 FTE at-will employees and the assedigpersonal services, operating
expenses, and contractor funds will be split betwbe two Departments as follows:

* The Department of Human Services will receive Bt-Will FTE from the Governor’s
Office and transfer 2.0 existing Department of Haom&ervices FTE to the
Department of Health Care Policy and Financing.

* The Department of Health Care Policy and Finanewigreceive the remaining 10.0
at-will FTE from the Governor’s Office, as well #® funds associated with the four
contractors currently working with the Office ofetlColorado Benefits Management
System.

* Operating expenses will accompany each positiats t@spective department.

* Health, Life, and Dental (HLD), salary survey, asl@ment based pay, Amortization
Equalization Disbursement, Supplemental Amortizatibqualization Disbursement,
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and short-term disability insurance funds will bensferred to each Department based
on each positions salary.

The allocation plan developed jointly by the Depsmt of Human Services and the
Department of Health Care Policy and Financingwadldhe departments to have many
Colorado Benefits Management System functionalitiesouse. Both Departments will
have FTE dedicated to CBMS project managementesubjatter experts, problem ticket
analysis, decision table analysis, client corredpone, and reports analysis handled by
their own employees. The Department of Human Seswvill have help desk resources
in-house, while the Department of Health Care jadind Financing will out-source its
help desk functionality. The Colorado Benefits ldgement System also requires a group
of employees to perform core tasks that affect@htre system. This group will be
housed at the Department of Human Services and beillresponsible for training,
communications, system testing, and county infaastire that will benefit_bottthe
Department of Human Services and the Departmehteafth Care Policy and Financing.
Please refer to Attachment 1 of the appendix tlegiols the anticipated allocation of
functionality between the two Departments.

Indirect Cost Recoveries for POTS

The Governor’s Office of the Colorado Benefits Ma@iament System was appropriated
$224,573 in indirect cost recoveries funds in FY208 (see letter note “a” to the Office
of the Governor, (1) Governor’s Office, (B) Spedlrpose long bill group in SB 07-

239). This money is used to pay for Health, Léed Dental (HLD), salary survey,

performance-based pay, amortization equalizationsbulsement, supplemental
amortization equalization disbursement and shom+tdisability insurance for the 24.0 at-
will FTE. Per the letter note, the $224,573 is@dted to the Governor’s Office Special
Purpose line items as cash funds exempt from thmaib®aent of Human Services. The
letter note will be revised to reflect the reductaf these line items by $224,575.
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Consequences if Not Funded:

Correction of Funding for 3.0 FTE

The Department of Health Care Policy and Finan@uogently has 3.0 FTE under its
direct control that are assigned exclusively tooCado Benefits Management System
functions. As noted above, nearly all costs assedi with the Colorado Benefits
Management System are split using the Colorado fBehanagement System calculator.
However, the Department of Health Care Policy amdui€ing’s 3.0 FTE are currently
paid through a Medicaid-only certification codettbaly provides a 50% federal funding
match. Given that the State and its federal ogktsagencies believe that the Colorado
Benefits Management System is fully integrated ningp the costs associated with these
FTE through the Colorado Benefits Management Systoulator provides consistency.
By assigning these positions a different certifmatcode, the State would increase cash
funds exempt expenditure by $4,072, and increask fuands expenditures by $15,741.
However, the switch to a Colorado Benefits ManagerSgstem certification code would
also increase federal funds participation by $1%,&id realize General Fund savings of
approximately $35,392.

This Request is presented as a direct resulteoGiwvernor’'s Executive Order D 005 07,
dissolving the Governor’s Office of Colorado betefManagement System. |If this
request is not approved, the departments will beblento comply with the Executive
Order. In addition, the 24.0 FTE that are curseatbpropriated to the Office of the
Colorado Benefits Management system will be tertemhaeffective July 1, 2007, which
would result in Colorado Benefits Management Syst@mations such as the Help Desk
for the Department of Human Services, and all systesting, to cease, since the
Departments do not otherwise have the resourcesbsorb the additional workload.
Also, a significant number of on-going software elepment projects implementing
Federal and State legislation will be severely aled, resulting in the cancellation of
certain projects and the lengthening of time tavdeg} for other projects. The loss in
productivity associated with such a severe cutr@dpctivity could cause many eligibility
determinations to exceed processing guidelinesbgethe federal government, which
would result in the imposition of penalties and fiessible loss of federal participation
funds forall federal programs administered by the Departmekturhan Services and the
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Department of Health Care Policy and Financing, tqp a potential total of
$2,274,199,852.
Calculations for Request:

Summary of Emergency Supplemental Request by Depanient
General Cash Funds Federal
Agency FTE Total Funds Fund Cash Funds Exempt Funds
Governor's Office of the Colorado Benefits Manageme (24.0) | (%$2,142,000 $0 $0 | ($2,142,000) $0
System
Department of Human Services 12.0 $126,675 $19,885 $10,16" $43,969 $52,656
Department of Health Care Policy and Financing 12.0$1,454,759 ($77,483) $0 $1,609,582 ($77,340)
Total 0.0 ($560,566 ($57,599) $10,165 ($488,449) $24,684
Table 1: Governor's Office Detalil
ETE Total Funds General Cash Eunds Cash Funds Federal
Fund Exempt Funds
(1) Office of the Governor (B) Special Purpose FlAhes 0.0] ($224,573) $0 $0 ($224,573) $0
(6) Office of Colorado Benefits Management System (24.0)| ($1,917,427 $0 $0 | ($1,917,427) $0
Total (24.0)| ($2,142,000 $0 $0 | ($2,142,000) $0
Table 2: Department of Health Care Policy and Finaning - Summary for Schedule 13
FTE Total Funds General Cash Funds | Cash Funds| Federal
Fund Exempt Funds
(1) Executive Director's Office - Personal Services 12.0| $1,312,941 ($87,303) $0 $1,487,546 ($87,302)
(1) Executive Director's Office - Health, Life, abeéntal 0.0 $34,694 ($3,754) $0 $42,202 ($3,754)
(1) Executive Director's Office - Short-term Didébi 0.0 $1,170 ($127) $0 $1,423 ($126)
(1) Executive Director's Office - Salary Survey éehior
Executive Service 0.0 $27,753 ($3,003) $0 $33,759 ($3,003)
(1) Executive Director's Office - Performance-baBay Award 0.0 $11,054 ($1,196) $0 $13,446 ($1,196)
(1) Executive Director's Office — Amortization Edjzation
Disbursement 0.0 $9,681 ($1,048) $0 $11,776 ($1,047)
(1) Executive Director's Office - Operating Expense 0.0 $11,400 ($1,425) $0 $14,250 ($1,425)
(1) Executive Director’s Office — Supplemental Artization
Equalization Disbursement 0.0 $2,097 ($227 P $2,551 ($227)
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(gf)ﬁCDeHS Medicaid Funded Programs — Executive Doest 0.0 $6.494 $3.004 b $388 $3.062
6) DHS Medicaid Funded Programs - Office of Infaition
gl'e)chnology Services - CoIoradgcl) Benefits ManagerBgatem 0.0 $37,475 $17,556 %0 $2,241 $17,678
Total 12.0| $1,454,759 ($77,483) $0  $1,609,582 ($77,340)
Table 3: Department of Health Care Policy and Finaning
Cash
Total General | Cash Funds Federal
FTE Funds Fund Funds | Exempt Funds
Table 3A - Finance 3.0 FTE through the Colorado Begfits Management System Calculator
100% of Personal Services — Removed 50/50 Funéidded 100% DHS Transfer 0/0 $0 | ($87,303) $Q $174,605| ($87,302)
100% of Health, Life and Dental — Removed 50/50dfng, Added 100% DHS Transfef 0,0 $0| ($3,754) $0  $7,508| ($3,754)
100% of Short Term Disability — Removed 50/50 FunggliAdded 100% DHS Transfer 0,0 $0 ($127) $0 $253 ($126)
100% of Salary Survey — Removed 50/50 Funding, Add#% DHS Transfer 0.p $0| ($3,003) $0  $6,006| ($3,003)
100% of Performance Based Pay — Removed 50/50 fRgnddded 100% DHS Transfe 0,0 $0| ($1,196) $0 $2,392| ($1,196)
100% of Amortization Equalization — Removed 50/2Méing, Added 100% DHS
Transfer 0.0 $0| ($1,048) $0  $2,095| ($1,047)
100% of Supplemental Amortization Equalization -riReed 50/50 Funding, Added
100% DHS Transfer 0.0 $0 ($227) $0 $454 ($227)
100% of Operating Expenses — Removed 50/50 Fundidded 100% DHS Transfer 0j0 $0| ($1,425) $0  $2,850| ($1,425)
(6) DHS Medicaid Funded Programs, (B) Office obmfiation Technology Services, Colorado Benefits &dg@ment System
(Double Count in Health Care Policy and Financin@adget)

34.71% of Personal Services - Health Care PolicyFinancing's New Share 0/0 $60,605| $28,392 $0 $3,625| $28,588
34.71% of Operating Expenses - Health Care PolicyEinancing's New Share 0.0 $990 $464 $0 $59 $467
(6) DHS Medicaid Funded Programs, (A) Executiveebior’s Office
(Double Count in Health Care Policy and Financin@adget)

34.71% of Health, Life and Dental - Health Carei®chnd Financing's New Share 0.0 $2,605 $1,221 $0 $155 $1,229
34.71% of Short Term Disability - Health Care Pyplimd Financing's New Share g.0 $88 $42 $0 $5 $41
34.71% of Salary Survey - Health Care Policy anthRting's New Share 00 $2,085 $977 $0 $125 $983
34.71% of Performance Based Pay - Health CareyPatid Financing's New Share g.0 $830 $389 $0 $49 $392
34.71% of Amortization Equalization - Health Cai®/ and Financing's New Share g.0 $728 $341 $0 $44 $343

34.71% of Supplemental Amortization EqualizatioHealth Care Policy and
Financing's New Share 0.0 $158 $74 $( $10 $74
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Table 3: Department of Health Care Policy and Finaning

Cash
Total General | Cash Funds Federal
FTE Funds Fund Funds | Exempt Funds
Subtotal within Health Care Policy and Financing'Budget for 3.0 FTE 0.0 $68,089| ($66,183) $0 $200,235| ($65,963)
Cash
Total General | Cash Funds Federal
FTE Funds Fund Funds | Exempt Funds

Table 3B — Transfer 10.0 FTE from Office of the Calrado Benefits Management System to Department oféélth Care Policy and Financing

Personal Services — Transfer to Health Care PalicyFinancing 10.0 $785,160 $0 $0| $785,160 $0
Health, Life and Dental — Transfer to Health Capidy and Financing 0.0  $30,253 $0 $0| $30,253 $0
Short Term Disability — Transfer to Health Carei®olnd Financing 0.( $1,019 $0 $0 $1,019 $0
Salary Survey — Transfer to Health Care Policy Biméncing 0.0 $24,201 $0 $0| $24,201 $0
Performance Based Pay — Transfer to Health CaieyRoid Financing 0.( $9,639 $0 $0 $9,639 $0
Amortization Equalization — Transfer to Health CRalicy and Financing' 0.0 $8,442 $0 $0 $8,442 $0
Supplemental Amortization Equalization — TranseHealth Care Policy and Financin 0.0 $1,829 $0 $0 $1,829 $0
Operating Expenses — Transfer to Health Care PalicyFinancing 0.( $9,500 $0 $0 $9,500 $0
Subtotal within Health Care Policy and Financing'Budget for 10.0 FTE 10.0 $870,043 $0 $0 | $870,043 $0
Table 3C - Transfer 2.0 FTE from the Department oHuman Services to the Department of Health Care Pay and Financing
Personal Services — Transfer to Health Care PalicyFinancing 2.0 $115,171 $0 $0| $115,171 $0
Health, Life and Dental — Transfer to Health Capidy and Financing 0.( $4,441 $0 $0 $4,441 $0
Short Term Disability — Transfer to Health Carei®olnd Financing 0.( $151 $0 $0 $151 $0
Salary Survey — Transfer to Health Care Policy Biméncing 0.0 $3,552 $0 $0 $3,552 $0
Performance Based Pay — Transfer to Health CaieyRoid Financing 0.( $1,415 $0 $0 $1,415 $0
Amortization Equalization — Transfer to Health CRalicy and Financing 0.0 $1,239 $0 $0 $1,239 $0
Supplemental Amortization Equalization — TranseHealth Care Policy and Financin 0.0 $268 $0 $0 2684 $0
Operating Expenses — Transfer to Health Care PalicyFinancing 0.( $1,900 $0 $0 $1,900 $0
Subtotal within Health Care Policy and Financing'Budget for 2.0 FTE 2.0 $128,137 $0 $0 | $128,137 $0
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Table 3D - Transfer Funds for 4 Contractors

100% of Personal Services - Health Care PolicyFindncing's New Share 0/0 $412,610 $0 $0| $412,610 $0
Subtotal within Health Care Policy and Financing'Budget for 4 Contractors 0.0 $412,610 $0 $0| $412,610 $0
Table 3E — POTS Funding to Revert in Health Care 8licy and Financing
(DHS Medicaid Funded Programs, (B) Office of Information Technology Services, Colorado Benefits Managent System)

A. POTS for 10.0 At-Will Positions allocated to HidaCare Policy and Financing $75,383
B. POTS for 14.0 At-Will Positions allocated to HamServices $79,702
C. Total POTS funding appropriated to the OfficcC8MS $224,573
D. Unneeded POTS funding after dissolution of @ffcd CBMS (A + B — C) ($69,488)
E. Amount appropriated in Health Care Policy antbRicing’'s Budget (34.71% * D) ($24,120)
General Fund ($11,300)
Cash Funds Exempt ($1,443)
Federal Funds ($11,377)
Table 4: Department of Human Services
Total General Cash Funds| Federal
FTE Funds Fund Cash Funds| Exempt Funds
Table 4A - Finance 3.0 FTE through the Colorado Begfits Management System Calculator
To be included in the Department of Human Serviagffise of Information Technology Services, Color&mefits Management System
Personal Services — Transfer to Health Care PalicyFinancing 0.0 $174,605 $27,405 $14,012 $60,605 $72,583
Operating Expenses — Transfer to Health Care PalicyFinancing 0.¢ $2,850 $447 $228 $990 $1,185
To be included in the Department of Human Sendoescutive Director’s Office Long Bill Group
Health, Life and Dental — Transfer to Health Capidy and Financing 0.¢ $7,508 $1,179 $603 $2,605 $3,121
Short Term Disability — Transfer to Health Carei®olnd Financing 0.¢ $253 $40 $20 $88 $105
Salary Survey — Transfer to Health Care Policy Biméncing 0.0 $6,006 $943 $482 $2,085 $2,496
Performance Based Pay — Transfer to Health CaieyRoid Financing 0.¢ $2,392 $376 $192 $830 $994
Amortization Equalization — Transfer to Health CRalicy and Financing' 0.0 $2,095 $329 $168 $728 $87(
Supplemental Amortization Equalization — TransteHealth Care Policy
and Financing 0.0 $454 $72 $36 $158 $1§
Subtotal within Department of Human Services fofGBETE 0.0 $196,163 $30,791 $15,741 $68,089 $81,542
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Table 4B - Adjust Department of Human Services FTECount (14.0 At-Will FTE less 2.0 Transferred FTE)

(2) Office of Information Technology Services, Col@ado Benefits

Management System 12.0 $0 $0 $0 $0 $0
Table 4C — POTS Funding to Revert in Human Service
(Office of Information Technology Services, Colorad Benefits Management System)
A. POTS for 10.0 At-Will Positions allocated to HiéaCare Policy and Financing $75,383
B. POTS for 14.0 At-Will Positions allocated to HamServices $79,702
C. Total POTS funding appropriated to the OfficcC8MS $224,573
D. Unneeded POTS funding after dissolution of @ffid CBMS (A + B — C) ($69,488)
General Fund ($10,906)
Cash Funds ($5,576)
Cash Funds Exempt (transferred from Health CalieyPand Financing) ($24,120)
Federal Funds ($28,886)

Assumptions for Calculations

Care Policy and Financing’s 3.0 FTE CBMS staff.

The Departments have assumed that all expendiincesred by the Department of

Because funding for the Office of the Coloradon&#s Management System includes
multiple transfers between State agencies, the diudgr the Colorado Benefits

Management System contains a significant amoudbable-counting and the cash funds
exempt portion of this request will not appear ® dudget neutral.
Request includes General Fund savings from théocatibn of the Department of Health

Additionally, this

Human Services and the Department of Health CalieyRind Financing will be financed

through the Colorado Benefits Management Systerouledbr.
Colorado Benefits Management System calculatonaesanly federally approved method
of financing the State’s integrated eligibility armbnefits processing system and for

allocating the federal and state shares of CBM®mesgs.

The Departments have assumed that all costs assbaeiath the 24.0 reallocated FTE
will be financed through the calculator and paidobytransferred through the Department

of Human Services as before.

As noted before, the
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The Departments have assumed that all FTE willivecthe same amount of total
compensation after they've been incorporated inéoState classified employment system,
as was received while they were at-will positions.

Summary Table

The initial table in the calculations section po®s an overall summary, by Department, of
this request. All other tables in the calculatisection detail the changes to each
department that are necessary to execute thisseque

Table 1

The Governor’s Office of the Colorado Benefits Mg@ment System table reflects the
dissolution of that office by the removal of alhfis and FTE appropriated to it in the FY
07-08 Long Bill (S.B. 07-239).

Table 2

Table 2 summarizes the impact of this request enD@partment of Health Care Policy
and Financing’s budget lines. This analysis presi@ simplified summary of Table 3,
which provides the detailed changes. Becausentpadt to the Department of Human
Services is limited to its Colorado Benefits Manmagat System line item within the (2)
Office of Information Technology Services Long Bjtoup, a summary table for the
Department of Human Services is not provided.

Table 3

Table 3 shows the impact to the Department of Headire Policy and Financing, and is
broken into four separate sections. The first igectnarked Table 3A details the
Department of Health Care Policy and Financingguest to finance 3.0 FTE with the
Colorado Benefits Management System calculator.iletthere is no total fund impact to
this request, financing the FTE through the catouldoes change the funding splits and
generates General Fund savings. There is an assbdncrease to the Department of
Human Services budget to reflect the new sharedogpigtion (included in a subsequent
table).
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Table 3B of the calculations section shows the ehpa the Department of Health Care
Policy and Financing due to the transfer of 10.@HRiom the Governor’s Office of the
Colorado Benefits Management System. Because #mariments have agreed to the
financing methodology detailed above, this tablects the 100% transfer from the
Department of Human Services to the Department edltH Care Policy and Financing
for the associated costs. An adjustment to theaReyent of Health Care Policy and
Financing’s (6) DHS Medicaid Funded Programs —Q)ce of Information Technology
Services, Colorado Benefits Management Systemdimet required as its portion of the
expenditures is already contained therein. TaklepBovides the same information as
Table 3B for the 2.0 FTE that the Department of ldarservices is transferring to the
Department of Health Care Policy and Financing.

Tables 3B and 3C also reflect funds for so-calle@TS” items such as Health, Life, and
Dental (HLD), Short-term Disability, Amortization ghbalization Disbursements,
Supplemental Amortization Equalization DisbursersgBalary Survey, and Performance-
based Pay. The Governor’'s Office of the Coloradmddits Management System was
appropriated $224,573 spending authority for treegeenses. This request allocates the
available funds amongst the departments basedpancantage of each position’s salary.
The departments have assumed the following: 3.4d% Sklary Survey, 1.37% for
Performance-based Pay, 4.30% for Health, Life, Bxedital (HLD), and 0.145% for
Short-term Disability. The Health, Life, and DdntelLD) figure of 4.30% is based on
the average FTE'’s actual HLD utilization in the Rgment of Human Services, Colorado
Benefits Management System line. The Departmeas hlso assumed that Amortization
Equalization Disbursement and Supplemental AmditiraEqualization Disbursement
amounts will be 1.2% and 0.26%, respectively, @frlyesalary as well.

Table 3D reflects the 100% transfer from the Depant of Human Services to the
Department of Health Care Policy and Financing flee four contractors currently
employed by the Governor's Office of the ColoradenBfits Management System.
Contractors are responsible for all of their opatatleasing, and benefits costs, therefore
none are included here.
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Impact on Other Government Agencies:

Table 3E reflects Health Care Policy and Finansingortion of unused POTS funding
after the reallocation of at-will employees occuiss described above for Tables 3B and
3C, POTS were calculated based on a percent of masitions’ salary. POTS for both
the 10.0 FTE in Health Care Policy and Financind & 14.0 FTE in Human Services,
subtracted from the total available POTS approipnanh the Governor’s Office of CBMS
amount of $224,573, yields a net total fund savinfj$69,488. Of this amount, Health
Care Policy and Financing finances 34.71%, or $,1This amount is removed from
the (6) DHS Medicaid Funded Programs, (B) Officdrddrmation Technology Services,
Colorado Benefits Management System line item [aBQ@TS for the 24.0 at-will staff in
the Office of CBMS were appropriated to this line.

Table 4

Table 4 shows this request’s impact on the DepartrmEHuman Services. This table is
presented in two sections. Table 4A reflects tienges required for the Department of
Human Services (2) Office of Information Technolp@olorado Benefits Management
System line due to financing 3.0 FTE in the Deparmof Health Care Policy and

Financing with the Colorado Benefits Managementeéyscalculator. The second part of
the table, 4B, reflects the adjustments to the Depnt of Human Services’ FTE counts
necessary to execute this request. Lastly, Tableeflects the reduced need for POTS
funding within the Department of Human Servicestdet, which includes the amount
financed through the Department of Health Carecladind Financing (shown as Cash
Funds Exempt).

This 1331 Emergency Supplemental eliminates thegLBill (S.B. 07-239) line item
within the budget of the Office of the Governor tedtenant Governor — State Planning
and Budgeting: (6) Office of Colorado Benefits Mgement System — Program Costs.
This 1331 Emergency Supplemental eliminates thal tgipropriation to this line item of
$1,917,427 in Cash Funds Exempt transferred fraenDibpartment of Human Services
and 24.0 FTE. This request also affects sevea Within the (1) Office of the Governor,
(B) Special Purpose: Health, Life, and Dental, $i@rm Disability, S.B. 04-257
Amortization Equalization Disbursement, S.B. 06-28upplemental Amortization
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Equalization Disbursement, Salary Survey and Seliacutive Service, Performance-

Based Pay Awards, and Legal Services for 1,391shdurese lines are reduced by a total

of $224,573 in cash funds exempt transferred filoerDepartment of Human Services.
Cost Benefit Analysis

Cost Benefit
The Department would comply with the Governor’s &xe/e Order D 005 07 and be
General Fund Impact: ($57,598) able to keep the Colorado Benefits Management Bysigerational. The State would

realize a net decrease in General Fund expendifu$67,598 as a result of financing 3.0
FTE in the Department of Health Care Policy andakaing through the Colorado
Benefits Management System calculator instead routhh the standard 50/50 Medicaid
methodology, and POTS savings. There would beapig benefits or salary for the
positions currently under the Governor’s Officetbé Colorado Benefits Management

System.

Implementation Schedule

Task Month/Year
Write Position Description Questionnaires and PamebAction Request May 7 — May 18, 2007
Open the Application Window to the Public May 21, 2007
Close Application Window May 29, 2007
Review, Interview, and Hire New Positions June 20, 2007
New Employees Begin July 1, 2007

Statutory and Federal Authority D 005 07 EXECUTIVE ORDER
Rescinding Executive Orders D 004 05 and B 003 05

Pursuant to the authority vested in the Officel& Governor of the State of Colorado, I, Bill
Ritter, Jr., Governor of the State of Colorado,ebgrissue this Executive Order rescinding
Executive Order D 004 05 and dissolving the Offafethe Colorado Benefits Management
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System and rescinding Executive Order B 003 05 disdolving the Colorado Benefits
Management System Steering Committee.

24-37.5-101. C.R.S. (2006) Leqislative daalion - findings.

(1) The general assembly hereby finds and dedbets

(@) Communication and information resources in thgous agencies of state government are
valuable strategic assets belonging to the pedgBolorado that must be managed accordingly;

(b) Technological and theoretical advances in tiea af communication and information use are
recent in origin, immense in scope and complexsity] progressing rapidly;

(c) The nature of these advances presents Colonaitho the opportunity to provide higher
guality, more timely, and more cost-effective goweental services;

(d) Agencies independently acquire uncoordinated auplicative information resource
technologies that are more appropriately acquisegat of a coordinated effort for maximum
cost effectiveness and use;

(e) The sharing of communication and informatiogsorgce technologies among agencies is often
the most cost-effective method of providing thehkgt quality and most timely governmental
services that would otherwise be cost prohibitive;

(H Considerations of both cost and the need fer tansfer of information among the various
agencies and branches of state government in tisé timzely and useful form possible require a
uniform policy and coordinated system for the usel acquisition of communication and
information resource technologies; and
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(9) It is the policy of this state to coordinatalatirect the use of communication and information

resources technologies by state agencies and tadpr@as soon as possible the most cost-
effective and useful retrieval and exchange ofrmiation both within and among the various state

agencies and branches of government and from ébe agencies and branches of government to
the people of Colorado. To that end, the officenfafrmation technology is created.

25.5-4-205. C.R.S (2006) Application - verificatio of eligibility - demonstration project -
rules - repeal.

(1) (a) Determination of eligibility for medical befits shall be made by the county department in
which the applicant resides, except as otherwiseifigd in this section. Local social security
offices also determine eligibility for medicaid ledits at the same time they determine eligibility
for supplemental security income. The state dematmmay accept medical assistance
applications and determine medical assistancebiitigiand may designate the private service
contractor that administers the children's basadthelan, Denver health and hospitals, a hospital
that is designated as a regional pediatric travemiec, as defined in section 25-3.5-71@3 (1),
C.R.S., and other medical assistance sites detedmiacessary by the state department to accept
medical assistance applications, to determine rakdissistance eligibility, and to determine
presumptive eligibility. When the state departmesttermines that it is necessary to designate an
additional medical assistance site, the state timpat shall notify the county in which the
medical assistance site is located that an additimedical assistance site has been designated.
Any person who is determined to be eligible pursuanthe requirements of this article and
articles 5 and 6 of this title shall be eligibler feenefits until such person is determined to be
ineligible. Upon determination that any person ngligible for medical benefits, the county
department, the state department, or other engitygdated by the state department shall notify
the applicant in writing of its decision and thasen therefor. Separate determination of eliggbilit
and formal application for benefits under thisc@etiand articles 5 and 6 of this title for persons
eligible as provided in sections 25.5-5-184d 25.5-5-201 shall be made in accordance wéh th
rules of the state department.
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Reguest Title:

Schedule 13

1331 Emergency Change Request for FY 0708 Budget Request Cycle

Decision Item FY 0809 Base Reduction Item FY 0809

Increase Health Maintenance Crganization Rates to 100% of Fee-for-Service

Supplemental FY 0708 ¥

Budget Request Amendment FY 0809

IT Request:

Yes ¥

Request Affects Other Departments:

Yes

Y  No

If ¥es, List Other Departments Here:

Department: Health Care Palicy and Financing Dept. Approval by: John Bartholomew Date: June 20, 2007
Priority Number: A OSPB Approval: Date:
1 ? 3 4 5 6 7 8 9 10
1331 Total Decision/ Total Change
Prior-Year Supplemental Revised Base Base November 1 Budget Revised from Base
Actual Appropriation Request Request Request Reduction Request Amendment Request (Column 5)
Fund FY 06-07 FY 07-08 Fr 07-08 Fr 07-08 FY 08-09 FY 08-09 FY 08-09 Fy 08-09 Fy 08-09 FY 09-10
Total of All Line ltems Total 02,147 524 708 4,178,940 | 2,151 803 548 0 0 0 0 0 0
FTE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
GF 0| B52304 400 2089 470 | E54393 870 0 0 0 0 0 0
GFE 0| 343200000 0| 343500000 0 0 0 0 0 0
CF i} 368 256 i} 38 256 0 i} 0 0 i} 0
CFE 0 7E001 368 0 76,001,368 0 0 0 0 0 0
FF 01,075 380 584 2,089 470 |1 077 470,154 0 0 0 0 0 0
{2) Medical Services
Premiums Total 02147 624 708 4178940 | 2,151 803 F48 0 0 0 0 0 0
FTE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
GF 0| 652304400 2089 470 | B54393 870 0 i} 0 0 i} 0
GFE 0 343300000 0| 343500000 0 0 0 0 0 0
CF 0 38 256 0 38 256 0 0 0 0 0 0
CFE 0 76,001 368 0 76,001 368 0 0 0 0 0 0
FF 0| 1,075,380 584 2,089 470 | 1 077 A70 154 0 i} 0 0 i} 0
Letternote revised text:
Cash Fund name/number, Federal Fund Grant name: FF: Title XIx
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CHANGE REQUEST for FY 08-09 BUDGET REQUEST CYCLE

Department: Health Care Policy and Financing

Priority Number: N/A

Change Request Title: Increase Health Maintenamgaration Rates to 100% of Fee-for-Service
SELECT ONE (click on box): SELECT ONE (click on box):

[ |Decision Item FY 08-09 Supplemental or Budget Request Amendment Criterion:

[ |Base Reduction Item FY 08-09 [ INot a Supplemental or Budget Request Amendment

XSupplemental Request FY 07-08 D>X]An emergency

[ |Budget Request Amendment FY 08-09 [ ]A technical error which has a substantial effecti@noperation of the program
[ INew data resulting in substantial changes in fupdieeds
[ ]Unforeseen contingency such as a significant warkichange

Short Summary of Request This Change Request increases funding for theaeent’s Medical Services Premiums
Long Bill Group by $4,178,940 total funds to incseacapitation rates paid to physical
health managed care organizations from 95% ofdeaédrvice costs to 100% of fee-for-
service costs. This funding would enable the Dmpamt to retain its sole physical health
managed care organization in the Medicaid managezlgrogram.

Background and Appropriation History At the beginning of FY 02-03, the Department coctied with five risk-based managed
care organizations to provide acute care servizddddicaid clients: Colorado Access,
Community Health Plan of the Rockies, Kaiser FotintiaHealth Plan, Rocky Mountain
HMO, and United Health Care. At the time, rougb% of Medicaid clients were
enrolled in one of these five plans. However, teigg in FY 02-03, the Department’s
managed care program began to change.

In November 2002, Kaiser Foundation Health Plan @nded Health Care exited the
program. Community Health Plan of the Rockies edgwroviding services in February
2003. In July 2003, Rocky Mountain HMO ended iiskdbased contract with the
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Department, and entered into a non-risk adminiggaservices contract with the
Department for clients on the Western Slope. Bg theginning of FY 03-04,
approximately 22% of Medicaid clients were enrolled risk-based managed care plan.

During that same period, the Department was engagétation and arbitration with
four out of five of the managed care plans who saved Medicaid clients during that
time, regarding the adequacy of the capitationsraged to the plans. Between FY 02-03
and FY 04-05, the Department paid an additional&IA7,395 to managed care plans as a
result of judgments against the Department (FY D&@int Budget Committee Hearing,
January 5, 2006, page 40). In response to thgatiiin, the General Assembly passed HB
02-1292, which significantly changed the managed statute, and required that managed
care organizations certify that capitation rates actuarially sound, and that those rates
are sufficient to assure the managed care organzfinancial stability. Capitation rates
were restricted to “ninety-five percent of the dirdealth care cost of providing these
same services on an actuarially equivalent ColoMddicaid population group” [25.5-5-
408 (1) (b), C.R.S. (2006)], and therefore did metlude any specific allowance for
administrative services.

In May 2004, Denver Health formed a managed cagarozation known as Denver
Health Medicaid Choice, and began providing sesvite Medicaid clients under a risk-
based contract. Still, by the beginning of FY ®}-@nrollment in risk-based managed
care had shrunk to approximately 15% of Medicaigints. Enrollment reached a low of
approximately 12.5% of Medicaid clients in AprilG&

On May 1, 2006, the Department initiated passiveolenent in Adams, Arapahoe,
Denver, and Jefferson counties. Under passivellemmt, newly eligible clients were
notified of their option to choose a Medicaid magtgare plan or the Medicaid fee-for-
service plan. Clients who did not actively makdezision were passively enrolled into
either Colorado Access or Denver Health MedicaidiGh In addition to newly eligible
clients, existing fee-for-service clients from theur counties were given the same
options, although the Department limited partiamatto a portion of the clients per
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month. Under passive enrollment, enrollment ik-bhased managed care plans almost
doubled between May and August 2006.

However, on September 1, 2006, Colorado Accessdeitsiparticipation in the Medicaid
managed care program. As of September, 2006 thess10% of Medicaid clients are
enrolled in a risk-based managed care organizatléon.new managed care organization
has joined the Department since 2004. There igislebased managed care option
outside the Denver-metro area.

During the 2007 Legislative Session, the GeneraleAwdly passed HB 07-1346, which
removed the requirement that the Department panmoie than 95% of the direct health
care cost of providing the same services on amaaatly equivalent population (HB 07-
1346, Section 4, revising 25.5-5-408 (1) (b), C.R.SFurther, the requirement that
managed care organizations submit a proposal b¢low the 95% level was modified to
require the managed care organization to submitopgsal at or below 100% of the
direct health care cost.

The Department did not receive an appropriatiom¢oease rates to the 100% level. The
Legislative Council fiscal note for HB 07-1346 s@ithat “...no state funds will be used
to increase capitation rates” (Legislative Couhstal Note, HB 07-1346, May 30, 2007,

page 3).

In June 2007, the Department was informed by Demiealth Medicaid Choice that
unless capitation rates were increased to the 18084 that it would leave the Medicaid
managed care program.
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General Description of Request

The Department requests $4,178,940 total fundisctease capitation rates from the 95%
of fee-for-service level to the 100% level. ThepBement is permitted to pay rates at the
100% of fee-for-service level by HB 07-1346, Setth although the Department did not
receive any funding to raise capitation rates.rdasing capitation rates to the 100% level
is a significant policy change that will increasgenditure. Because the Department
cannot implement such a policy change without amthl funding, this request seeks an
appropriation from the General Assembly for thepmse of raising capitation rates to the
100% level. This request would allow the approxetya 36,900 clients enrolled in
Denver Health Medicaid Choice in May 2007, to remai the same medical home. If
Denver Health Medicaid Choice were to exit the Maiti managed care program, these
clients would transition from managed care to feeskervice.

Under the proposed methodology, Denver Health Muadli€€hoice would receive an
estimated increase in revenue of 12.3% over FY D@giimated expenditure. Of this
increase, a portion is already included in the Dpent’s appropriation for FY 07-08. If
rates were held at the 95% level, Denver Health ib&édl Choice would receive an
estimated increase in revenue of approximately 7.8%r FY 06-07 estimated
expenditure due to allowable base trend adjustmeits remained in the Medicaid

managed care program. These base trend adjustmergsincluded in the calculations
for the Department’s February 15, 2007 Budget Rstgioe Medical Services Premiums.

In September 2006, when Colorado Access ceaseddprgservices as a physical health
managed care organization, a significant humbecliehts were able to select Denver
Health Medicaid Choice as their new medical hom&his mitigated the impact of
Colorado Access leaving the program, as clientevadile to choose an alternative pre-
existing network of providers. However, becauseni2e Health Medicaid Choice is the
last remaining Medicaid physical health managecde carganization, clients currently
enrolled in managed care will immediately movehe fee-for-service population. This is
a major change for clients who receive servicébenmanaged care program.

The Department does not believe that a significambber of clients will transition to the
primary care physician program. When Colorado Ascexited the Medicaid managed
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Consequences if Not Funded:

care program in September 2006, the Departmentlreerd in the primary care physician
program did not increase. Enrollment in the prymzare physician program is not only a
function of client need, but also of the abilitybviders to take on additional caseload.
As was seen after Colorado Access left, there doesppear to be either the capacity or
the willingness to accept new clients in the pragra

As part of the rate-setting process, the Departmastcalculated rates at both levels, and
therefore does not require any additional admgiste resources to implement the
change. The Department, in consultation with a@siary, has determined that rates at the
100% level fall within the range required to mainmtactuarial soundness. Therefore, the
Department would not experience any additional sost delays by required rate
calculations to be recertified by its actuariehe Department can implement the change
immediately upon approval of the Change Requesichmvould affect capitation rates
paid for July 1, 2007.

If the Department’s request is not approved, Detlealth Medicaid Choice would exit
the Medicaid managed care program. Approximaté/9@0 clients would transition from
managed care to fee-for-service. The Department erperience increased costs as a
result of paying the full fee-for-service rates,the Department was previously paying
95% of the fee-for-service cost for these clientee Department anticipates that it would
see increases in more expensive emergency serdseslents’ access to primary and
preventive care would likely be disrupted. Furthere, with reduced access to primary
and preventive care offered through managed cheeguality of care of patient care
could deteriorate, resulting in additional costs.

The Department estimates that the increased cdsiesé clients transitioning to the fee-
for-service population would be equal to or gredban the cost of increasing capitation
rates to the 100% level. If the Department expegre increased costs as a result of the
transition, the Department would request additidnatling as part of the normal Budget
Request for Medical Services Premiums on Novemp20Q7.
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Calculations for Request:

Summary of Request FY 07-08 Total General Cash Cash Federal FTE
Funds Fund Funds | Funds Funds
Exempt
Total Request $4,178,940 | $2,089,470 $0 $0 | $2,089,470 0.0

(Matches column 8, Schedule 13)

(2) Medical Services Premiums
(Matches column 8, Schedule 13)

$4,178,940 $2,089,470 $0 $0 | $2,089,470 0.0

Assumptions for Calculations

Impact on Other Government Agencies:

Cost Benefit Analysis

Source for Summary of Request located in Tablenlpage 10.

The Department has calculated the impact of aging capitation rates to the 100% level
using the most current figures for Denver HealtidMaid Choice enrollment. Enroliment

figures have been adjusted to reflect estimatedl@as growth, using trend factors from
the Department’s February 15, 2007 Budget RequmstViedical Services Premiums

(page EB-1). To the extent that actual enrollmeaties from the forecast, the

Department may require more or less funding in #F¥08. If the Department experienced
increased costs as a result of the transition,iépartment would request additional
funding as part of the normal Budget Request fordiv Services Premiums on

November 1, 2007.

None.
Return on Investment Analysis
The Department anticipates that increasing capitatates will enable the Department to

retain Denver Health Medicaid Choice as a phydiesllth managed care organization.
This will increase client access to primary and/prgive care. Without this access, clients
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may experience adverse health outcomes from praventinesses which would have
been avoided if clients had expanded access toapriand preventive care. As clients
experience adverse health outcomes, the Departmentquired to purchase more
expensive treatments, likely increasing state edp@re on these clients by at least 10%
above the 100% of fee-for-service level.

I nvestment:

Cost Avoidance

Additional cost of increased capitation rates Mesdiigher incidence of preventable illness andeesh health

outcome

Increased capitation rates due to higher risk @ecelpy the
managed care organization potentially avoided.

$4,178,940 Total FY 07-08 requested funds Approximately $4,596,834

ROI =1.10

Implementation Schedule

Statutory and Federal Authority

The Department would implement new capitatioesain July 1, 2007.

25.5-5-402, C.R.S. (2006). Statewide managed syamtem.

(1) The state board shall adopt rules to implenmentanaged care system for Colorado
medical assistance clients pursuant to the prowssiof this article and articles 4 and 6
of this title. The statewide managed care systeall &i# implemented to the extent
possible

25.5-5-408, C.R.S. [as enacted by HB 07-1346]. itGapn payments - availability of
base data - adjustments - rate calculation - dapitgpayment proposal - preference -
assignment of medicaid recipients.

(9) The rate-setting process referenced in subsedi) of this section shall include a
time period after the MCOs have received the direlth care cost of providing these
same services on an actuarially equivalent Coloragedicaid population group
consisting of unassigned recipients and recipiemthie primary care physician program
provided in section 25.5-5-407, for each MCO tomsiilto the state department the
MCQO's capitation payment proposal, which shall ermteed one hundred percent of the
direct health care cost of providing these samevises on an actuarially equivalent
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Colorado medicaid population group consisting oassigned recipients and recipients
in the primary care physician program provided iecson 25.5-5-407. The state
department shall provide to the MCOs the MCO's $geadjustments to be included in
the calculation of the MCO's proposal. Each MCQapitation payment proposal shall
meet the requirements of section 25.5-5-404 (1aufk) (1) (1).
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Table1l: Estimate of Increasein Expenditure Dueto Increasein Capitation Rates

Column A B C D E F G
FY 0708 | FY 07-08 Estimated FY Estimated FY lisctr';i;e%
. Rate Rate . 06-07 Estimated 07-08
Aid Category Rate Subcategory 95% of Fee- | 100% of Fee- Difference M onthly Trend M onthly FY 07-08
. . Monthly
for-Service | for-Service Enrollment Enrollment .
Expenditure
Categorically Eligible Low- d o |
Income Adults (AFDC-A) Female $189.80 $199.79 $9.9p 4,086 -9.53% 3,69 $36,933
Categorically Eligible Low- / B i o
Income Adults (AFDC-A) Male $168.19 $177.0 $8.8p 733 9.53% 66 $5,868
Baby Care Program Adults $196.67 $207.04 $10.3p 219 -0.46% 21 $2,256
Eligible Children (AFDC-C/BC)| Age 1 and Over $60.75 %85 $3.20 19,373 -3.12% 18,76 $60,061
Eligible Children (AFDC-C/BC)| Under 1 $183.53 $193.19 $9.6p 2,513 -3.12% 2,43] $23,522
Foster Care $239.13 $251.74 $12.5p 141 1.85% 144 $1,813
Adults 65 and Older (OAP-A) Non-Institutional, Medid Only $405.42 $426.76 $21.34 734 0.99% 741 $15,813
Adults 65 and Older (OAP-A) Non-Institutional, ThiRkarty Coverage $176.113 $185.41 $9{28 2,697 0.99% 2,724 $25,279
Adults 65 and Older (OAP-A) Institutional, Medica@nly $623.62 $656.44 $32.8p 24 0.99% 24 $788
Adults 65 and Older (OAP-A) Institutional, Third PaCoverage $186.98 $196.42 $9.84 171 0.99% 17 $1,702
Disabled Individuals and Adultg T o
- 0,
(OAP-B and ANDJ/AB) Non-Institutional, Medicaid Only $663.3p $698.23 $3U.9 4,311 1.32% 4,36 $152,487
Disabled Individuals and Adultg - .
- 0, I
(OAP-B and AND/AB) Non-Institutional, Third Party Coverag $172.p1 $132 $9.10 1,811 1.32% 1,83 $16,699
Disabled Individuals and Adultg - L
o
(OAP-B and AND/AB) Institutional, Medicaid Only $1,362.6p $1,434.87 $7A7 65 1.32% 6¢ $4,734
Disabled Individuals and Adultg T .
4 o
(OAP-B and ANDJ/AB) Institutional, Third Party Coverage $189.14 $199{73 .9%9 29 1.32% 2 $290
Total 36,907 35,886 $348,245
Formula/Notes (1) (1) B-A (2) (3) D*(1+E) C*F

(1) FY 07-08 capitation rates taken from the Depamt's Actuarial Certification letter
(2) Estimated FY 06-07 Monthly Enroliment basedinternal Department figures for Denver Health MedicChoice enroliment, from May 2007
(3) Estimated trend taken from the Department Fetyrd5, 2007 Budget Request, Exhibits for Medicah&ces Premiums, page EB-1. For the purposeisfahalysis, the Departme
enrollment trends will reflect overall Medicaid edsad tren
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Estimate of I ncrease in Expenditure Dueto I ncrease in Capitation Rates

Column A B C D E F G H
FY 07-08 | FY 07-08 Estimated FY Estimated FY Iifr'giﬁ Estimated
. Rate Rate . 06-07 Estimated 07-08 Increasein
Aid Category Rate Subcategory 95% of Fee | 100% of Fee- | D/TEENCE |\ onthly Trend Monthly | ~YOT08 1 by o708
. . Monthly .
for-Service | for-Service Enrollment Enrollment . Expenditure
Expenditure
Categorically Eligible Low- | i $189.80 $199.74 $9.99 4,086 -9.539 3,697  $36,93 $443,196
Income Adults (AFDC-A) : - : : el : : -
Categorically Eligible Low- 4 ) 9
Income Adults (AFDC-A) Male $168.19 $177.04 $8.8b 733 9.53% 6638 $5,86 $70,416
Baby Care Program Adults $196.67 $207.02 $10.35 219 -0.46% 218 $2,25 $27,072
Eligible Children (AFDC-C/BC) | Age 1 and Over $60.75 3%6 $3.20 19,371 -3.12% 18,769 $60,061 $720,732
Eligible Children (AFDC-C/BC) | Under 1 $183.53 $193.14 $9.6p 2,513 -3.12% 2,435 $23,52} $282,244
Foster Care $239.13 $251.72 $12.59 141 1.85% 144 $1,81 $21,796
Adults 65 and Older (OAP-A) Non-Institutional, Medid Only $405.42 $426.76 $21.34 734 0.99% 741 $15,81 $189,736
Adults 65 and Older (OAP-A) Non-Institutional, ThiRhrty Coverage $176.13 $185.41 $9/28 2,697 0.99% 2,724 $25,27 $303,348
Adults 65 and Older (OAP-A) Institutional, Medicahly $623.62 $656.44 $32.82 24 0.99% 24 $78 $9,45p
Adults 65 and Older (OAP-A) Institutional, Third BaCoverage $186.98 $196.82 $9.84 171 0.99% 178 $1,70 $20,424
Disabled Individuals and Adults A .
- D 0)
(OAP-B and AND/AB) Non-Institutional, Medicaid Only $663.32 $698.23 $34/9 4,311 1.32% 4,368 $152,48 $1,829,844
Disabled Individuals and Adults A . |
- D 0)
(OAP-B and AND/AB) Non-Institutional, Third Party Coverags $172.01 $082. $9.10 1,811 1.32% 1,83b $16,69 $200,348
Disabled Individuals and Adults o -
J L
(OAP-B and AND/AB) Institutional, Medicaid Only $1,362.6p $1,434.87 $27 65 1.32% 66 $4,734 $56,808
Disabled Individuals and Adults o .
q q
(OAP-B and AND/AB) Institutional, Third Party Coverage $189.74 $199/73 .98d 29 1.32% 29 $29 $3,48D
Total 36,907 35,886 $348,24%  $4,178,940
Formula/Notes 1 1 B-A B 3) D*(1L+E) C*F G*12

(1) FY 07-08 capitation rates taken from the Dapartt's Actuarial Certification letter

(2) Estimated FY 06-07 Monthly Enrollment basedrdarnal Department figures for Denver Health MadicChoice enroliment, from May 2007

(3) Estimated trend taken from the Department Faalpr@a5, 2007 Budget Request, Exhibits for Medieaahi8es Premiums, page EB-1. For the purposei®attalysis, the Department assumes that
enrolliment trends will reflect overall Medicaid eésad trends by aid category. For the combinedtiesi Individuals category, the Department use®thabled Individuals to 59 (AND/AB) trend, as thos
clients represent the large majority of clientssdrin this rate group.

Department of Health Care Policy and Financing Increase Health Maintenance Organization Rate®®4lof Fee-for-Service
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COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIEMIG — FY 06-07 BUDGET REQUEST

Schedule 13
Emergency Supplemental Request for FY 0607

Department: Health Care Folicy and Financing Peter Strecker

Ml
Safety Net Programs Section

Dept. Approval by:
OSPB Approval:
Statutory Citation:

Transfer frorm the Departrnent of Corrections to the Comprehensive Primary and
Freventative Care Fund

Date: June 20, 2007

Date:
See the Department of Corrections request,

Priority Number:
Program:
Request Title:

1 2 3 4 5 6 7 8 9 10
1331 Total Decision/ Total Change
Prior-Year Supplemental Revised Base Base November 1 Budget Revised from Base
Actual Appropriation Request Request Request Reduction Request Amendment Request in Cut Year
Fund FY 0506 FY 0607 FY 0607 FY 0607 FY 0708 FY 0708 FY 0708 FY 0708 FY 0708 FY 0809
Total of All Line ltems Total 25431 057 11 467 064 3452 093 14 919 157 0 I 0 0 I 1]
FTE 0.00 0.00 0.0o 0.00 0.00 0.00 0.00 0.00 0.00 0.00
GF 2,000,000 11,243,215 3452093 14 695,308 0 I 0 0 I 1]
GFE 0 1] 0 0 0 I 0 0 I 1]
CF 191,726 223,849 0 223849 0 0 0 0 0 ]
CFE 27,239 331 1] 0 0 0 I 0 0 I 1]
FF 0 0 0 0 0 i 0 0 i 0
{4} Indigent Care Program:
HB 97.1304 Children’s Basic Total 29431 057 11 467 064 3452093 14 919 157 0 I 0 0 I 1]
Health Plan Trust FTE 0.00 0.0o 0.00 0.00 0.00 0.00 0.0o0 0.00 0.00 0.0o
GF 2,000,000 11243215 3452093 14 B35 308 0 I 0 0 I 1]
GFE 0 ] 0 0 0 0 0 0 0 ]
CF 191,726 223,849 0 223 849 0 I 0 0 I 1]
CFE 27,239 331 0 ] ] ] a ] ] a 0
FF 0 1] 0 0 0 0 0 0 0 1]
Cash Fund name/number, Federal Fund Grant name: CF: Annual Enrollment fees of CBHP enrallees  CFE: Fund 116G (CEHP Trust Fund) and Fund 18K (The Health Care Expanszion Fund)  FF: Title ¥xl

IT Request: No
Request Affects Other Departments:

{If yes and request includes more than 500 programming hours, attach IT Project Plan)
Yes {If Yes, List Other Depatments Here):  Department of Corrections
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