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FY 06-07 BUDGET REQUEST
INTRODUCTION

The FY 06-07 Budget Request for the Department afltHeCare Policy and Financing represents a 1.6¥ease over current FY
05-06 appropriations. Voters in Colorado approRederendum C in the November 1, 2005 electionsfer@edum C will let the
State keep an estimated $3.7 billion in the nexe frears that would otherwise be refunded underTtogayer's Bill of Rights.
Referendum C, a constitutional amendment will altbey State to spend that money on health care dunch&on.

Most of the Department’'s programs are funded irt pgrthe federal Centers for Medicare and Medica@lvices that provides
roughly 50% of the Department’s Medicaid budget] 66% of the Child Health Plan Plus Office fundinbhe Centers for Medicare
and Medicaid Services is responsible for oversethiegViedicare and Medicaid programs nationally ayahages Medicare directly,
while the states are responsible for the purchadedalivery of Medicaid services and the Child Hed&tlan Plus. In addition to the
Medicaid program and Child Health Plan Plus Offite, Department manages the Colorado Indigent Rargram, Old Age Pension
State Medical Program, the Home Care Allowance Aadalt Foster Care Programs and Low Income SubsidyMedicare Part D

Program.

The following are key trends and hot issues thaeHhseen identified by the Department as importarthéocurrent and future fiscal
years. These trends relate to new or recent changksleral or State legislation, societal and tetbgical changes, and new
approaches in serving the Department’s clients.
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Medicare Modernization Act of 2003: Beginning January 1, 2006, Medicare beneficiarids have the option of enrolling in the
Medicare Modernization Act Drug Benefit program.igréd into law in December 2003, the Medicare Rieton Drug
Improvement and Modernization Act created a newgdvanefit known as Part D of Medicare. The Partrigdbenefit will be
administered by prescription drug plans designedthémage the client’'s drug benefit including tragkuilization, administering
federal subsidies to enrollees, imposing cost-sgaabligations such as capping pharmacy chargeanging for manufacturer
discounts and establishing a formulary for the drogvered by their plan. As this benefit will e tonly coverage of Part D drugs
for all Medicaid beneficiaries who are also eligitibr Medicare, significant changes have been natiee Medicaid Program.

Reprocurement of the Medicaid Management I nformation System Contract: The Medicaid Management Information System fiscal
agent’s primary responsibility to the Departmentthe processing and payment of all medical prowsdelaims and capitation
payments. The last renewable contract year un@eptilor Request for Proposal will end November 3I)6. As required by the
Centers for Medicare and Medicaid Services, thesttmn to the new Medicaid Management Informat@perations vendor (or
renewal with current vendor), fiscal agent, is etpd to take place with implementation estimatetbegin July 1, 2007. Prior to
transitioning, the Department will communicate witiedical providers to disseminate information abthé new vendor (if
applicable) and the location where claims are tedr@, what processes will be used for submittiagns, and how and where to
contact a help desk for assistance in working Withnew vendor. Timely communications to the preksdwill smooth the transition
and assure the providers that payments will costimithout interruption.

Streamline Plan: In the fall of 2001, the U.S. Department of Headind Human Services invited states to participathe Health
Insurance Flexibility and Accountability waiver. eblth Insurance Flexibility and Accountability (A} waivers encourage new,
comprehensive state approaches that will incrdesaumber of individuals with health insurance cage. In May 2005, SB 05-221
was passed which outlined a process for the Depaitrto seek approval for the Health Insurance Blkti and Accountability
Waiver, “to streamline the Medicaid and Child HeaRlan Plus programs.” The Department submittedan o the Colorado
General Assembly’'s Health and Human Services Coteestand the Joint Budget Committee on July 5, 2008ining the
Department’s proposal. After sixty days of consitien, the Committees voted not to proceed with Erepartment’s proposal.
However, after reviewing the Department's proposembers of the Health and Human Services Commiggpressed interest in
working with the Department to further explore timgiative.
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Tobacco Tax Funding: In the fall of 2004, the citizens of Colorado votedfavor of Amendment 35 to the State Constitution
increasing taxes on tobacco products purchasednviite State. This tax increase went into effenuday 2005 and was projected to
increase State revenues by $62.9 million in FY B40d $169.2 million in FY 05-06. All revenues ealied from tobacco taxes are
deposited into the Tobacco Tax Cash Fund.

Prioritization: In addition to these key trends, the FY 06-07 @gidRequest includes aligning administrative fuordi in the
Executive Director’s Office Long Bill group and fund the Medical Services Premiums, Mental Healtth @hildren’s Basic Health
Plan to address the continued caseload growth asid.c The Department also prioritized electrongteys such as the Medicaid
Management Information Systems including the reprement of the Medicaid Management Information &ystontract.

Budget Request Documentation Organization Changes
The organization of this year's Budget Request damninis similar to that of last year. Volume | daoes to be more of the
“numbers volume”. The narrative documents, inaligdihe Assumptions and Calculations, Strategic Blah Program Crosswalks

are in Volume Il. See the Binder contents or fabsletailed location of each piece of the Budgdbi8ission.

It is hoped that this organization facilitates #ese of handling and the effective presentatiorssafes important not just to the
Department of Health Care Policy and Financingtbuhose who have an interest in publicly-finanbedlth care service delivery.
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