Department of Health Care Policy and Financing
Assumptions and Calculations
FY 06-07

Budget Request

NOVEMBER 15, 2005



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND MIEMNG; FY 06-07 BUDGET REQUEST,; ASSUMPTIONS AND@AIATIONS

TABLE OF CONTENTS

(@12 (€7 NN 72 2N I 1 1 PP PPPPPRPPRPPPR 6
TOBACCO TAX FUNDING ...ttt et e e e e e e e e e a4 s a4 s s e h bbbt bbb bt s e e e ee s s 444548 sa kbbb bttt sttt ettt et e e e e e e e e e e s bbb bbb se e e e e e e aaaaeeeens 6
L@ YT =PSRRI 6
The Health Care EXPANSION FUNG............oiiieiie et e s e s e e e e e e e e aaaaaeeeeeeeeeeeaaeeess e asa s aaseeaaeeaeaaaaaaaaaeeeaeeeeennnnnnnnnnns 6
Health Care EXpansion FUNG APPIOPIIALION. .......coi ittt e e e e e e e e e e e e e e e eee e et eeeeeeseebbssaaa s e e e e aaaeaaeaeeeeeaaaaaeeseeesnnnnnnnns 8
LI L= o 11 0= U YA = U= 0 U o o U PPPPPUPRR 11
The Prevention, Early Detection, and TreatMeNnt FUNG . ...... ...ttt e e e e e e e e e e eeeeeebbesnnnnnsesnnnnes 11
Cash Fund for Health-Related PUIPOSES ......... oo e terrennniaieaaeeeaeseetstetesssssssunnnnnsssssssn e aaeeeaeeereeeerrn..—————————————oooo 12
FEDERAL MEDICAL ASSISTANCE PERCENTAGE (FMAP) ENHANCEMENT......cctttiiiiiiiee e eecccivie e e e ee e 13
(1) EXECUTIVE DIRECTOR’S OFFICE......uutttttiiittimme e ettt ettt ettt et e e e e e e ssaaassssb e s tes e ettt et et e aeaeaeeaeaaaaasasa s nnnnneeaaeaeeeeeens 14
PERSONALSERVICES .....ooeiiiiiiiitiiite ettt ettt ettt et e e e e e e e e e e e e e e e aae et e eeeeeaeaaaeaeaeeeaessssaaasssnsssabbnnnnneeeeeeeesanans 14
HEALTH, LIFE, AND DENTAL. ..t ttttttttttitiie et s+ 44444440kttt ettt 44442222 n e e s kbbb bttt bt ettt et e e e e e e e e e e e e e e e e e e e nnnnns 23
SHOR T -TERNDIS ABILITY iiiiiii ittt ettt mmmmmr e e et et e e eeeaaeaaaaaaaaas s a s sesaeesssseeeaaaesaeaaaa s nnssassebbtsssseeeeeeaeaeaeeeeennnanssseenennes 24
SB04-257AMORTIZATIONEQUALIZATIONDISBURSEMENT ...coiiiiiiiiii ittt e et e e e e e e e e e eeeeans 25
SALARYSURVEYAND SENIOREXECUTIVESERVICE ......ooiiiiiiiiiiii ittt tmmmmmt e e e e e e e e e e e e s s st sas s e e e eaaaaaessnnnnnnnnns 26
PERFORMANGCE-BASEBAY ...ttt eeeeee oo o4 4o oottt ettt ettt 44222 a e e e s bbb bbb bbbt et ettt e e e e e e eeeeeeeeasesanannnn 27
WORKERSCOMPENSATION ..oetiiiiiiiiitititeeee e e e ee e s e e s s ettt eaaaaeaa2a0aeeaaaaaas s s sb et beeeaeeeaaaaaessssaasnssssssssssssnseseeeeeeeennannsnnnns 27
OPERATINGEXPENSES ...ttt ettt et e e ekttt ettt et 4444444+ 2a et ettt et e ettt et e e e e e e e e eeeeeeeaasa e sbbnnneeeeeeeeeeas 28
LEGALSERVICERAND THIRDPARTYRECOVERY.EGALSERVICES ...ttt eeee et 31
HMO LAWSUITEXPENSES ...ttt ettt e ettt ettt 42244444 e s st e ettt et e et e e e e e e e e e e e e e e s s s e naababbeneneeeeas 32
HEALTHMAINTENANCEORGANIZATIONLITIGATIONSETTLEMENTPAYMENTS ...ttt 32
ADMINISTRATIVELAWJIUDGESERVICES .......ooiiiiiiiiiiieeie ettt ettt e e e e e e e e e e e e e e e e s snne ettt e e e e e e e e e e e e e e e e e e e annnns 33
PURCHASE®F SERVICEFROMCOMPUTERCENTER ......ciiiiiiiiiiiiie ettt e ee e e e e e e e e e e eeeeeennnne 34
PAYMENTS ORISKMANAGEMENTAND PROPERTYFUNDS .....ouutiiiiiiiiiiiiiititeeeeee e e e e e e e e e aeens 36
CAPITOLCOMPLEXLEASEDSPACE ......cciiiiiiii ittt eeseessss ettt et aeeeeaeaaeeeeeaaaeaaaaa e annnaeaaaaaeaeeaaeeesesaaaannnnssssnenneees 36
COMMERCIALLEASEDSPACE .......cetititiiiiite ettt e e ettt ettt ettt et e e e e e e e e o4 e oa s st e et ettt e e e e e eeeeeeeeeeesaannnsabbbbbees 38
TRANSFER ODEPARTMENTOF HUMAN SERVICEFORRELATEDADMINISTRATION ..ot mmeeee e 39
MEDICAID MANAGEMENTINFORMATIONSY STEMCONTRACT ... oiii ettt et et e e e e e e e e e e e e e e e s s sssnnneenneees 40
MMISREPROCUREMENT ....oitiiiiiiiiii ettt et e e e e e e e e e e e s e e s s bttt et ettt eaaaaaaa s s s s s s se bbbttt s et et e e e e e aaaeeaeeeeeeannnssseneeeeees 46
HIPAAIMPLEMENTATIONCONTRACTCOSTS. ..ottt ittt 441kttt t s ettt ettt e 22222 e 22 e sa s s se e e s et eaeaaeaaeeeaeens 48

Page M-1



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND MIEMNG; FY 06-07 BUDGET REQUEST,; ASSUMPTIONS AND@AIATIONS

HIPAAIMPLEMENTATIONCENTRALSTATEAPPROPRIATIONS ...ttt 50
PAYMENTERRORRATEMEASUREMENTPROJECT .....ooiiiiii s rmmmmm e 52
HIPAAWEBPORTALMAINTENANCE ...ttt ettt e e oo et e ettt et e e et e eee e e e e e s s et e e e e e e e e e e e e e e e e eennnnnnns 53
HIPAASECURITYRULEIMPLEMENTATION ...ttt i e e e s e s s e e e s e s sas bbb s s s s e s e e e s e e e s e e ensannnes 54
DEPARTMENTOF PUBLICHEALTHAND ENVIRONMENTFACILITY SURVEYAND CERTIFICATION ....ccooiiiiiiiiiiiiin 58
ACUTECAREUTILIZATIONREVIEW ... e e e e e e e e e e e e e e e e e e e 61
LONG-TERMCAREUTILIZATIONREVIEW ...ttt ettt e e e e e e e e e e ee e 63
EXTERNALQUALITYREVIEW ... e e nn e 64
DRUGUTILIZATIONREVIEW. ...ttt e e e e e e e e e e e e e e e e et e e et e e e e bbbt e e e e e e e e e e e nnaes 64
MENTALHEALTHEXTERNALQUALITYREVIEW ....ooiiii e 67
MENTALHEALTHACTUARIALSERVICES ... .ottt e e e et ettt e e e et e enaae e e bbb e e e e e e e e e e e e e eeeees 67
ACTUARIALANALYSIFAYMENTFORTRANSFER OTHESTATEAUDITOR’SOFFICE.......cccoooiiiiiiis 68
EARLYANDPERIODICSCREENINGDIAGNOSISAND TREATMENTPROGRAM .....cooiiiiiiiiiiiii e 68
NURSINGFACILITYAUDITS L.t smis e e e e e e e e e e e s e e e e bbb s e e s s s e e e s e e e e e e e e eeese e b bbb b s 70
HOSPITALAND FEDERALLYQUALIFIED HEALTHCLINIC AUDITS ...ooiiiiiii ettt s e e e e eee e 71
DISABILITY DETERMINATION SERVICES ........ooiiiiiiimmmmmme s 72
NURSINGHOME PREADMISSIOMNDRESIDENTASSESSMENTS ... e 73
NURSEAIDE CERTIFICATION ..ottt ettt s et e e e e e e e e e e e s e e e e s s e e bbb se e s 75
NURSINGHOME QUALITY ASSES SMENT S ... et e et et e e e e e e ettt e e e e e e e e e 77
NURSINGFACILITYAPPRAISALS ... e e e e e e e e e e s s e s e e e e e e e e e e e eesenaares 78
ES T ATHREC OVERY ..ottt et oo oo oo oo ettt ettt e e e e e e e e sae e e e e E e e b e oo oo oo e e e oo e ettt e e e s s et e e nnnnn e nn s 78
SINGLEENTRYPOINTADMINISTRATION ... erreme s e e s e s 79
SINGLEENTRYPOINTAUDITS .ttt s ettt e e e 44 e oo e e e e e e e e e e e e ettt et e ee e s e e s bbb e e e e e e e e e e e e e eeneas 80
SBI97-05ENROLLMENTBROKER ....ooiiiiiiii e e e e er s e e s s e s e aesennsannns ) 0.8
HB O1-127IMEDICAID BUY =IN ..ottt e et et e et e e e e b bbb e e e e e e e e e e e e e e e e e e e s e e bbb s 82
NON-EMERGENCYRANSPORTATIONERVICES ... ..o 84
MEDICAID CASHACCOUNTINGMPLEMENTATION ...ttt st e e e et e et eanann bbb s 85
(2) MEDICAL SERVICES PREMIUMS ...ttt ettt ettt e e e e mm et e 44 a ettt e e e e e s e e et e e e e e s e e e e e emr e e e e e e annes 87
T =Y O €T (@ 1 N | 5 PO PP PP P PP 87
[I. MEDICAID CASELOAD ... .. e e s s e e e e e e e e e e e e e e e e e e bbb s s s s e 89
INTRODUGCTION . ...ttt ssmns 144444444 e et ettt e e e e e e e s s ae b4 4444444444444t e e e e e e e e e b s bk s e e e s e e e e e e e e e e e e e eennnnnes 89
METHODOLOGY ...t mmmmmm ettt e s oo e e e oot e a e e e e e e e et e e e e e e s e e s e e bbb e e e e e e e e e e e e e ee e e e ee s e e e e e e e e e e b e e bbb s 98
CATEGORICAL PROJECTIONS ...ttt smmmmmmm ettt e e e e e oo oo e e e e e et e e e e e e e e e b b s e e s e e e n e e as 100
SUMMARY ettt oot eEE e e e e e e e e e e e e e e e e e e e e e e e e e e e e e s 113

Page M-2



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND MIEMNG; FY 06-07 BUDGET REQUEST,; ASSUMPTIONS AND@AIATIONS

lll. BASICAPPROACHTOMEDICALSERVICEPREMIUMSCALCULATIONS. ... oottt 114
IV. RATIONALE-FORGROUPINGSERVICEFORPROJECTIONPURPOSES ...ttt 115
FEDERAL MATCH CALCULATIONS (EXNIDIT A). ...t oottt ee e e e e e e e e e e e e e e e e eeeeaaeseban e e e e e e e eeeaans 117
MEDICAID CASELOAD PROJECTION AND REQUEST WITHOUT RETROACTIVITYOEBRNL....cccevvveeeeeiiiiiiiiiiiiiiiie a1
HISTORY OF PER CAPITA COSTS — Cash Based Per Capita, Toaldtxpes, and Caseload (Exhibit C).........cccc......... 119
SUMMARY OF REQUEST BY ELIGIBILITY CATEGORY (EXNIDIT D) westvvviieieiiiiiieeee et 119
SUMMARY OF PREMIUM REQUEST by SERVICE GROUP (EXNIDIt E) . .eeeeeaaeiiiiiiiiiiiee e 120
ACUTE CARE CALCULATIONS (Exhibit F, page EF-1 through EFz4).cc.. ..ottt 120
BREAST AND CERVICAL CANCER TREATMENT (EXhibit F, PAg€@ EF-5) e aeeeeeeeeeeiiiiiiiiiiiiiiiiiisscesnnn e e e eeeeens 127
CALCULATION OF ANTIPSYCHOTIC DRUGS (Exhibit F, page EF@UIN EF-7) ........ooooiiiiiiiiiiieeee e 127
CALCULATION OF 100% GENERAL FUND PRENATAL CARE COSTS FOR NON-CIT(ENiBit F, page EF-8)............ 128
CALCULATION OF ENHANCED FAMILY PLANNING MATCH RATE (Exhibit FepBB-9).........cccoiiiiiiiiiiieeeeeeece e 128
COMMUNITY-BASED LONG TERM CARE DETAIL (EXNIDIt G) ... ccmmmmmmseeeeeeeee et e e e e e e eeeeeeeannnees 128
LONG TERM CARE AND INSURANCE SERVICES (EXNIDITS H) ...t 135
SERVICE MANAGEMENT (EXNIDIES 1) ..ottt e e e e e e e e e ettt e e e ettt e e e e e e e e e e e e e e e e eeeeaneeeees 142
FY 05-06 ACTUAL EXPENDITURES THROUGH SEPTEMBER 30, 2005 - Cash{Bababit J)............cccccvrrrrriirriiienieennn. 144
UPPER PAYMENT LIMIT CALCULATIONS (EXNIDIt K) ...t et eeeeeeeittiiiiess e e e e e e e e e e e e eeeeeeeeeeeeessesssssnasaaaaaeaaeaaeaeeeeees 144
APPROPRIATIONS AND EXPENDITURES FOR FY 04-05 (EXNIDIT L) ... commmmmeeettttttitiiiiiiiiieeeeeee e sseeeeeeeeeee e e e e e 144
ACTUAL FINAL EXPENDITURES FY 04-05 THROUGH FY 95-96 (EXhiDIt.M)......cccoiiiiiiiiiiei e 145
ANNUAL RATES OF CHANGE IN MEDICAL SERVICES PREMIUMS (EXNIDIt.INY ceeevvvvvviiiiiiiiieeeeeeeeeeee e 145
COMPARISON OF APPROPRIATION TO BUDGET REQUEST (EXNIDit O) aueeeeeeeiiiiiiiiiieieeeeeeeeeeeeeeeei e 145
GLOBAL REASONABLENESS TESTS (EXNIDIT P)...ceeiiiiiiiiieieeeeee ettt e e e e e e e e e e 451
CASHFLOW ANALYSIS (EXNIDIt Q) ..ttt ettt a e s o e e e e e e e e e e e e e e eeeeteesbs s mmmnnns s 145
CASELOAD GRAPHS (EXNIDIT R) ...utttviiiiiiiiiiiii s oo ettt e e e e e e e e e e e s e s s s smmsat et e e e e e e e e e e e e e e e e s s s s asbbbbbbbbbbsbeeeaasssssaanns 146
V. ADDITIONALCALCULATIONCONSIDERATIONS ...ttt e ettt e e ettt ettt s e s e e e e e e e e e e e aeaaaneaaeeeeeesssnnnnnns 146
(3) MEDICAID MENTAL HEALTH COMMUNITY PROGRAMS ...ttt e e e e e e e e e e e e s neeebeee s 157
(A) MENTAL HEALTH CAPITATION PAYMENTS ... .. it mmmmm s e e e et e e e e e et et eeeteettta s seesee s s s e e e e e e e e e e e e e eeeeeeanbbnnnnnaneeaeas 160
(B) OTHERMEDICAID MENTALHEALTHPAYMENTS ...ttt sttt ettt e e e e e e e e e e e e e s s s s ansbnnneeeeeeeeeeeeas 171
(4) INDIGENT CARE PROGRAM ...ttt e e e e e oo e e e e e e e e e e e e e e et ettt ettt e bbbt et e e e e e e e eeaeaaaaaaasaaaeeeeeensrnes 176
SAFETY-NEPROVIDERPAYMENTS ..ottt ittt s sttt ettt 4422244444444 4444 a s eneeee e e e e aeeeeeeeeeseaaaansansbebbebeenees 177
THECHILDREN'SHOSPITALCLINIC BASEDINDIGENTCARE ..ottt e e e e e e e e e eeees 181
PEDIATRICS P ECIALITYHOSPIT AL ..ottt e+ e o444 e e s bbb bbbttt ettt et e e a2 e e e nns s bbbt bbbt e es e et e e e e e e e e aaeeeeeeaannnnnnns 182

HISTORYAND BACKGROUNDNFORMATION- HB 97-1304CHILDREN’SBASICHEALTHPLAN

Page M-3



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND MIEMNG; FY 06-07 BUDGET REQUEST,; ASSUMPTIONS AND@AIATIONS

HB 97-1304CHILDREN'SBASICHEALTHPLANTRUST ....cottiiiiiiiiiiiee ettt ee e e e e e e e e e e s e e s e st eeeeeeaeaaessnnnnns 184
CHILDREN’SBASICHEALTHPLANADMINISTRATION ....iiiiiiiiiiiiiiiei oo et e e e e e e s e ensnnneeeees 187
CHILDREN’SBASICHEALTHPLANPREMIUMCOSTS ... oottt o 4410t e e e e e e e e e e e e e e e ennnnsanneeeees 192
CHILDREN'SBASICHEALTHPLANDENTALBENEFITCOSTS ...ttt e e st ettt et e e e e e e e e e e e e e e s asnsnnnnie 200
STATE-ONLYRENATALPROGRAM ..ottt ettt st 2444444444444 4 400ttt £ttt et et e e e e e e e s nnssssssssseseaeaaaeaaaaeeeeaens 204
COMPREHENSIVIPRIMARYAND PREVENTIVECAREFUND .....ccooiiiiiiiiiit ettt a e 206
COMPREHENSIVIPRIMARYAND PREVENTIVECAREGRANTPROGRAM......ccoiiiiiiiiiiiiiiiieeeeee et s s 208
PRIMARYCAREFUND ....oiiiiiiiiiiiiiii ittt ettt e e e e e e oo 4444444 4o bbbttt b sttt £t e e e e 224 R kbbbt bbbttt e ettt et e e e e e e e e e e e e sennteeseeeees 211
(5) OTHER MEDICAL SERVICES ......uuttttiiiiiiitiis et tttteaee e e e e e e e s e s s s s as s aessssaeeeaaeaaaaasaaasssssssssssesseeeeeeeaaaaeeeeeanaaassssssssneeeeees 213
OLD AGE PENSION STATE MEDICAL PROGRADM .......uuuuuttttmmmmmmmmnssseeetetttttaaaaaaaaaaaassaaaasasnnsseeeasaasesesssssssaaansnnsennnn 213
[ [0 VAo il 0 To =1 o [OOSR 213
HiStory Of Program AGMUNISTIALION ............ i eeeieieeieeeeiitei e s s e e e e e e e e e et e e eee e eeeaeeeeeeesssssaaaaaaaaaeeeeateeeeeeesssnnnnneeesssssnnnnnnnnes 214
Administrative CostS AffECHING thiS LINE eI .ottt e e e e e e e e e e e e et eeeeeessbennnneeesennsnnnnnnnes 215
(@17 0= T 1153 (0] PP UPPPUOT 217
EXpenditure HiStOry @nd REQUEST. ... ..o e e e e e e e e e e e e e e e e e e e e ettt eteate b e e e e e e e e e e e aaaaeaaaaeaaeaeeeeeessensnnnnns 217
HOME CARE ALLOWANC E . ... .ttt ettt ettt e e e e e oo e e 444444 oo bbb et e e ee e e e e e e e e e e oo e bbb bbb b bbb e s et et e e e e e eaeeensnnnssebeeenes 218
ADULT FOSTER CARE ...ttt eeeeeeeet ettt et et e eeaea e e e e e e e e s s e s s e s beaeaeeeeeeeeaaeeeaaaanns s ssesass s s e eeeeeeeeeeaannnnnnssssenseeeneees 222
PRIMARY CARE PHYSICIAN PROGRAM MARKET RATE REIMBURSEMENT ..ottt 225
UNIVERSITY OF COLORADO FAMILY MEDICINE RESIDENCY TRAINING PROGRAMS........cvtiiiiiiiiiiieeeeeeeeeeeeieee 226
ENHANCED PRENATAL CARE TRAINING AND TECHNICAL ASSISTANCE et 228
NURSE HOME VISITOR PROGRAM ....ctttiiiiiiitii ettt et e e e e e e e et e e e sttt ettt eaaaaaaaasa s s s bbbt bs st e e e e e aeaaaaaaaeeeeesennnnsees 229
COLORADQAUTISMTREATMENTRUND ..ottt ettt e e e e e e e e e e e e e e e e s e s bbb bbbt e e e e e e e e e e e e e e e nnanbbbbbeene e 231
SB 97-101 PUBLIC SCHOOL HEALTH SERVICES ... .. cecceeeeeitiitee ettt e e e e e e e s s s s s s s e eeaaaaeeeaaeaeeeens 32
STATE NURSING FACILITY SERVICE PROGRAM .......uuuutttttmmmmmmmmn s sseeeettttaaaasaeasaaaasaaaaaaassinsssesesssasessasssssannannsnnsnnrnn. 236
(6) DEPARTMENT OF HUMAN SERVICES MEDICAID-FUNDED PROGRAVIS.......ccooiii ittt e e 237
(A) EXECUTIVE DIRECTOR'S OFFICE .....coiiiiiiiii i eeeeeee ettt e e e e e e e e e e e e e s sttt bt e e e e e e e e e eneenns 237
(B) OFFICEOF INFORMATIONTECHNOLOGYSERVICES ... oottt teeeeee ettt e e e e e e e e e e e e s s s s s sassssseeeaaens 241
Other Office of Information of Information Techn@yoServices LiNe ITEMS .........uuiiiiiiiii i 243
(C) OFFICE OF OPERATIONS ... . cuiiiititiititeeeee s s ettt eeeaeaaaaaaaaaaaaaaaasssssasssssssaeaaasasasssaaassssssssssssssesseseesaeaeesesanaaanssssssssnnens 245
(D) COUNTY ADMINISTRATION — MEDICAID FUNDING ...t eeeeeeeeeeaee ettt eeeaeas s s s s ssbbbbssssse e eeeaaaeaeeeas 246
(E) DIVISION OF CHILD WELFARE .......ccoiiiii oottt ettt e e e e e aaaaaas s ss st s s e et e et e e e e e e eaeeeaeeaeaaesssnnnnnnnneaeeeens 249
o L1011 TS 1 7> USSR RPPPPRPRN 249
CRIIA WEITAIE SEIVICES ...ttt e oottt ettt s e e e s oo oo oo e e e e e e e e et eeee et teaesss e s s e e e e e s e e e aeeaeaeeeeeeeeesnnnnnns 250

Page M-4



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND MIEMNG; FY 06-07 BUDGET REQUEST,; ASSUMPTIONS AND@AIATIONS

(F) MENTAL HEALTH AND ALCOHOL AND DRUG ABUSE SERVICES-MEDICAID AMEED.............ccoooveiiiiiiiiriiiiineeeen 25
F e [0 011011 = Ui o TP PPPPT 252
Mental Health Community Programs, Goebel LaWSURBIEIBENT .............uueiiiiiiii e 253
Mental Health Capitation, Medicaid Mental Health Fee Service Payments, Medicaid Mental Health Ses/for Breast and
(1] gV x> I OF= g [of o gl = 1]=] KPP 254
Residential Treatment for YOUtNS (HB 99-1116) it s s e e e e e e e e e et e e e e ee e e e e e eeeeeaaaaaasa s s s e e e eaeeeeeeeeeeeenenneeeeeesnnnes 254
IMENTAI HEAITN INSTIULES ...ttt e oottt et ettt e et e ettt b e s oo e e e e e e e e e e e e e eeeeee s teanmnssesbbbsa e e e e e eeeeaaeeees 255
Alcohol and Drug AbuSe DiViSiON, AQMNISTIALION. ceeeeeutrtiiiiieees e e e e e e e e et e eee et e e e e e e eeeaeeeeeeeeseessss s s as 257
Alcohol and Drug Abuse Division, High-Risk Pregnant WIoMRIrOgram ...........coooiiiiiiiiiiiiiiiis oo e 257
(G) SERVICEFORPEOPLEWITHDISABILITIES-MEDICAIDFUNDING......ccoiiiiiiiiiiiiiiiiiii ettt a e e e e e 258
CommuNity SErVICES AUMINISIIATION ... ..uueitceemmmm e e ettt e e e ee e e e e e e e e e e e e e e aeeeeeeaaessbba s e s s e aeeeeeaaaaaaaaaeaaaaeeeeeensnnns 258
Community Services Adult Program Costs and CCMS Raplaat-Medicaid FUNAING...........vvvviiiiiiiieeeeeeiiieee e 259
Federally-matched LOCAl Program COSES . ... .o oottt e e e e e e e e e e e e e e e e e e et et eeetsaebbaa e s e e e eeeeeaeeeeeaaaaeeeeeeeeeennnnes 261
Regional Center Depreciation and ANNUAl ACJUSTMENLS.c......uvuuiiiiie e ee e e e e e ettt teeeeee e e arra s e e e e e e eaaaeeeeeeesesssesnnnnnnnsnes 264
Services for Children and FamilieS-MediCaid FUNGING-.........uuuiiieeie ettt e e e e e e e e e e e eeeeeeeesessbnnnnnseeenne 265
(H) ADULT ASSISTANCE PROGRAMS — COMMUNITY SERVICES FOR THE ELDERIMGCAID FUNDING ................ 267
(1) DIVISIONOF YOUTHCORRECTION-MEDICAIDFUNDING .....otttiiiiiiiieee ettt eeeeeeeeeaaaaaaaeaaeaaeennnnnns 268

Page M-5



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND MIEMNG; FY 06-07 BUDGET REQUEST,; ASSUMPTIONS AND@AIATIONS

ORGANIZATION

This document is presented in Long Bill line itender. However, it begins with a discussion of Anmeedt 35 to the state
Constitution, anecdotally known as “the tobaccd taecause of its significant impact on the Deparitisebudget. A discussion of
the temporary increase in the Federal Medical Aaste Percentage is also included since it affestedral line items in FY 02-03
and FY 03-04. Line items that do not exist in ¢herent Long Bill have been represented in theprapimate historic location.

TOBACCO TAX FUNDING

Overview
In the fall of 2004, the citizens of Colorado votedfavor of Amendment 35 to the State Constitutimicreasing taxes on tobacco
products purchased within the State. This tax as@event into effect January 2005 and was projdota@ttrease State revenues by
$62.9 million in FY 04-05 and $169.2 million in F05-06. All revenues collected from tobacco taxesdmposited into the Tobacco
Tax Cash Fund and are dispersed to other cash frlas following manner:
* 46% to the Health Care Expansion Fund, administeydtie Department of Health Care Policy and Finagpnci
* 19% to the Primary Care Fund, administered by tepadment of Health Care Policy and Financing
* 16% to the Tobacco Education Programs Fund, admiadstey the Department of Public Health and Enviromime
» 16% to the Prevention, Early Detection, and Treatnfamd, administered by the Department of Public ltHeand
Environment
» 3% to the Cash Fund for Health-Related Purposesawide revenue for the State’s General Fund, tlieAQe Pension Fund,
and for municipal and county governments.

HB 05-1262, signed by the Governor on May 31, 2G}gcifies how the monies in each of the Cash Fameso be used and
provides an appropriation to the State departmfentde purpose of implementing the legislation. Health Care Expansion Fund
and The Primary Care Fund are administered by theaf®ent; however, the Department is also apprigatidunds from the
Prevention, Early Detection, and Treatment Fund hadCash Fund for Health Related Purposes.

The Health Care Expansion Fund
The Health Care Expansion Fund receives 46% of thactm tax monies which was estimated at $28.9aniiin FY 04-05 and at
$77.8 million in FY 05-06. HB 05-1262 specifieatiThe Health Care Expansion Fund shall be usedhéoiotlowing purposes:

(A) Increase eligibility in the Children’s Basic Healtllan for children and pregnant women from 185% &90% of the federal
poverty level
The Department’s fiscal note assumed that thisigimv could be implemented by July 1, 2005 and #matdditional 4,246
children would enroll in FY 05-06. This fiscal eadlso estimated that the number of member monttineiPrenatal and Delivery
Program would increase by 3,684 for FY 05-06.

Page M-6



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND MIEMNG; FY 06-07 BUDGET REQUEST,; ASSUMPTIONS AND@AIATIONS

(B) Remove the Medicaid asset test.

The fiscal note assumed that this provision co@dniplemented by October 1, 2005. Removing theidagdi asset test is an
expansion to Medicaid eligibility, as clients when& previously found ineligible for Medicaid dueassets would now qualify.
Because the Children’s Basic Health Plan doesppliaan asset test as a condition of eligibilitygn of the clients affected by
the asset test provision were already enrolletienChildren’s Basic Health Plan. Approximately538.of clients enrolled in the
Children’s Basic Health Plan had incomes low endogiualify for Medicaid, but were denied for Meaid due to the asset test.
A provision in HB 05-1262 allows the Departmenstek federal approval to continue providing beséfitthese children under
the Children’s Basic Health Plan network until JliJy2006; however, the children will be Medicaigjéle and will draw a 50%
federal match under Title XIX. This provision issigned to assure patient continuity of care aadiger network stabilization.

(C)Expand children’s enroliment under the Children’s éine and Community-Based Services Waiver and theldtén’s
Extensive Support Waiver programs
Due to funding constraints these programs have bapped to allow a limited number of children todreolled. There is a
waiting list to enter the programs because the ddnfiar these programs far exceeds the capacity. 0518262 expands the
capacity of these two waiver programs by the nurobehildren on the waiting list as of January @02. At that time there were
148 children on the Children’s Extensive SupportwiaProgram and 478 children on the Children’s ldaamd Community
Based Services waiting list.

(D) Increase Medicaid eligibility to parents of enrotlechildren up to at least 60% of the federal poyelvel
Through Section 1931 of the federal Medicaid statuparents are eligible for Medicaid benefitsapgproximately 36% of the
federal poverty level. HB 05-1262 provides fundiaogncrease the eligibility for low income parentsenrolled children up to at
least 60% of the federal poverty level. This ps@n is planned to take effect on July 1, 2006epkthat the Department may
delay the effective date until January 1, 2007ig necessary to achieve federal approval of aev&d deliver streamlined health
care to families and children.

(E) Fund Medicaid to legal immigrants
SB 03-176 eliminated Medicaid coverage for certgational legal immigrant populations; however tmpliementation of this bill
was delayed due to a court order stay. Througipéssage of HB 05-1086 and SB 05-209, $2,638,343awpropriated in FY
04-05 and $6,216,752 for FY 05-06, as the Stateésesof funding for Medicaid coverage for the opdiblegal immigrant
population. Both of these amounts were funded fimbacco Tax funds. As a result, the legal imnmggopulation received
continuous eligibility in Medicaid. HB 05-1262 alsontains a provision to provide funding from theattth Care Expansion Fund
for this population on an ongoing basis.
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(F) Pay for enrollment increases above the FY 03-OZ4len the Children’s Basic Health Plan
Due to budget constraints, enrollment into the &sadrand Delivery Program was suspended duringF94) As a result, there
were 1,428 member months for pregnant women in&94 All enrollments of pregnant women above kingl will be funded
by the Health Care Expansion Fund. In additioa,RN 03-04 average monthly enroliment for childneas 46,694, so any client
count above this level will be considered an exjpangopulation, and may be funded with monies frive Health Care
Expansion Fund. However, due to the impact of kengothe Medicaid asset test (discussed aboveghidren’s caseload is not
expected to exceed this level for several years.

(G)Provide cost-effective marketing of the ChildrerBasic Health Plan
Resuming marketing in the Children’s Basic HealdnRs expected to increase enrollments in bothiCthiédren’s Basic Health
Plan and in Medicaid, as new applicants to thedténl’'s Basic Health Plan are first screened for id&d eligibility. Any
additional caseload as a result of this marketifagtenay be funded with Health Care Expansion Fonmhies.

(H) Provide presumptive eligibility to pregnant womeniMedicaid
Presumptive eligibility for Medicaid was discontedion September 1, 2004. Through the passage 0034B262, the
Department reinstated the presumptive eligibilitpgess and will fund the State’s share of thesésoegh Tobacco Tax
monies.

Health Care Expansion Fund Appropriation

For FY 04-05 the Department’'s Executive Director'ffié@ Long Bill group was appropriated $23,381 frdire Health Care
Expansion Fund, 26,474 in federal funds, for a tofa$49,855 in total funds and 0.30 FTE. For FY @-the following table
summarizes the appropriation for the provisionsused above, by line item in the Department’s btidg

Cash Funds Cash
Exempt Funds
from the from
FY 05-06 Appropriation for HB Health Care | Other Cash | annual
05-1262 from the Health Care Total Expansion Funds enrollment Federal
Expansion Fund FTE Funds Fund Exempt fees General Fund Funds
(1) Executive Director's Office -
Personal Services 5.30 $326,733 $149,966 $0 $0 $0 $176,767
(1) Executive Director's Office -
Operating Expenses 0.00 $27,446 $10,416 $0 $0 $0 $12,792
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Cash Funds Cash
Exempt Funds
from the from
FY 05-06 Appropriation for HB Health Care | Other Cash | annual
05-1262 from the Health Care Total Expansion Funds enrollment Federal
Expansion Fund FTE Funds Fund Exempt fees General Fund Funds

(1) Executive Director's Office -
Commercial Leased Space 0,00  $9,548 $4,774 $0 $0 $0 $4,774
(1) Executive Director's Office -
Acute Care Utilization Review 0.00 $8,560 $2,140 $0 $0 $0 $6,420
(1) Executive Director's Office -
Long-Term Care Utilization
Review 0.00 $76,858 $38,429 $0 $0 $0 $38,429
(1) Executive Director's Office -
Medicaid Management
Information Systems Contract 0.00 $785,207 $206,073 $0 $0 $0 $578,915
(1) Executive Director's Office -
Medical Identification Cards 0.00 $21,131 $10,508 $0 $0 $0 $10,508
(1) Executive Director's Office -
SB 97-05 Enrollment Broker 0.00  $45,589 $22,795 $0 $0 $0 $22,794
(1) Subtotal Executive
Director's Office Total Request | 5.30 $1,296,500 $445,101 $0 $0 $0 $851,399
(2) Medical Services Premiums ¢
Medical Services Premiums 0.0($45,539,358 $26,572,855 $0 $0| ($3,803,176) $22,769,679
(3) Mental Health Community
Programs - Mental Health
Programs 0.00 $3,858,412 $1,929,208 $0 $0 $0| $1,929,204
(4) Indigent Care Program - HB
97-1304 Children’s Basic Health
Plan Trust 0.00 ($2,169,514 $0 $0 $85,486| ($2,255,000 $0
(4) Indigent Care Program —
Children’s Basic Health Plan
Administration 0.00 $1,396,000 $545,405 $0 $0 $0 $850,595

Page M-9



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND MIEMNG; FY 06-07 BUDGET REQUEST,; ASSUMPTIONS AND@AIATIONS

FY 05-06 Appropriation for HB
05-1262 from the Health Care
Expansion Fund

FTE

Total
Funds

Cash Funds
Exempt
from the
Health Care
Expansion
Fund

Other Cash
Funds
Exempt

Cash
Funds
from
annual
enrollment
fees

General Fund

Federal
Funds

(4) Indigent Care Program —
Children’s Basic Health Plan
Premium Costs

0.0

D($4,289,242

$8,297,098

($9,742,767

$0

$0

($2,843,573

(4) Indigent Care Program —
Children’s Basic Health Plan
Dental Benefit Costs

0.

o

0 ($700,968)

$253,385

($498,724)

$0

$0

($455,629)

(5) Other Medical Services - S.B.
97-101 Public School Health
Services

0.0

$1,385,188

$0

$692,594

$0

$0

$692,594

(6) Department of Human
Services Medicaid-Funded
Programs (B) Office of
Information Technology Services
- Medicaid Funding - Colorado
Benefits Management Systems

\°24

0.00

$304,508

$150,884

$0

$0

$0

$153,624

(6) Department of Human
Services Medicaid-Funded

Programs (H) Services for People

with Disabilities - Medicaid
Funding, Community Services
Program Costs and CCMS

Replacement - Medicaid Funding

.00 $161,320

$26,820

$0

$0

$53,840

$80,660

(6) Department of Human
Services Medicaid-Funded

Programs (H) Services for People

with Disabilities - Medicaid
Funding, Services for Children
and Families - Medicaid Funding

.00 $2,370,114

$392,235

$0

$0

$792,822

$1,185,057
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Cash Funds Cash
Exempt Funds
from the from
FY 05-06 Appropriation for HB Health Care | Other Cash | annual
05-1262 from the Health Care Total Expansion Funds enrollment Federal
Expansion Fund FTE Funds Fund Exempt fees General Fund Funds
Total FY 05-06 Appropriation
for HB 05-1262 from the Health
Care Expansion Fund 5.30 $49,151,676 $38,612,991 ($9,548,897 $85,486| ($5,211,514) $25,213,610

! Other Cash Funds Exempt are from the Childrensi®dealth Plan Trust Fund.
2 Other Cash Funds Exempt are certified public edjteres from school districts.

The Primary Care Fund

The Primary Care Fund receives 19% of the tobaccontznies which was estimated at $11,951,000 folOBY05 and $32,148,000
for FY 05-06. The total amount of revenue for bgtlars ($44,099,000) was appropriated for use irf05¥6. The Department will
annually allocate monies in the Primary Care Fundliteligible qualified providers in the State. eTbasis of the allocation will be
the number of uninsured or medically indigent paseserved by the qualified providers. $99,00ahaf $44,099,000 is to fund
administrative expenses including Personal Servane$s Operating Expenses for 1.0 FTE. The remaining0$8400 will be
allocated to providers.

Primary Care Fund Appropriation FTE Cash Funds Exempt*
Personal Services 1.00 $0
Comprehensive Primary Care Program Administration .000 $99,000
Comprehensive Primary Care Program 0.00 $44,000,000
Total FY 05-06 Appropriation 1.00 $44,099,000

* Cash Funds Exempt are from the Primary Care Fund.

The Prevention, Early Detection, and Treatment Fund

The Prevention, Early Detection and Treatment Fundives 16% of the tobacco tax monies which is edtahat $10.1 million for
FY 04-05 and $27.1 million for FY 05-06. This fuisdadministered by the Department of Public Heatti Environment; however,
HB 05-1262 provides for a transfer of funds to Erepartment of Health Care Policy and FinancingHerfollowing two purposes:

* Medicaid Disease Management Programs
The table below shows the FY 05-06 appropriatiorDisease Management Programs.
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Appropriation for the Cash Funds
Medicaid Disease Management Program FTE Total Funds Exempt* Federal Funds
Personal Services 1.00 $54,466 $27,233 $27,233
Operating Expenses 0.00 $4,238 $2,119 $2,119
Medical Services Premiums 0.00 $3,940,776 $1,970,388 $1,970,388
Total FY 05-06 Appropriation 1.00 $3,999,48( $1,999,74(Q $1,999,740

* Cash Funds Exempt are transferred from the Dapant of Public Health and Environment and come ftbePrevention, Early Detection, and Treatment

Fund.

 Breast and Cervical Cancer Treatment

HB 05-1262 also provides additional monies for esrscreenings. As additional women are screehedhumber of women
who need to be treated due to a positive diagnegisincrease. The appropriation for the Breast &etvical Cancer
Treatment is based on an increase in caseload dfedis in FY 05-06.

Appropriation for the Cash Funds General
Breast and Cervical Cancer Treatment Total Funds Exempt* Fund Federal Funds
Medicaid Management Information System $0 $219 ($219) $0
Medical Identification Cards $115 $41 $0 $74
Medical Services Premiums $2,588,425 $905,884 $0 $1,682,541
Mental Health Programs $12,635 $4,422 $0 $8,213
Total FY 05-06 Appropriation $2,601,175 $910,566 ($219) $1,690,828

* Cash Funds Exempt are transferred from the Depart of Public Health and Environment and come ftbenPrevention, Early Detection, and Treatment

Fund.

Cash Fund for Health-Related Purposes

The Cash Fund for Health-Related Purposes rece®esf 3he tobacco tax monies which is estimatedlzZ88,000 for FY 04-05 and

$5,076,000 for FY 05-06.

 HB 05-1262 allocates 50% of the funds in the CastdHor Health-Related Purposes to the Supplemé@ithlAge Pension

Health and Medical Care Fund.

Appropriation from the Cash Fund

for Health-Related Purposes

Cash Funds Exempt*

FY 04-05

FY 05-06

Supplemental Old Age Pension Health and Medica¢ Cand

$943,50

$2,538,00

*Cash Funds Exempt are transferred from the Casld Far Health-Related Purposes
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* 20% of the funds in the Cash Fund for Health-Reld&erposes will be allocated to the State’s Genfewald for Health-
Related Purposes. Beginning in FY 06-07, the Diapant’s Pediatric Specialty Hospital Fund will bgpeopriated 50% of
the portion going to the State’s General Fund fag purpose of augmenting hospital reimbursemes rédr regional
Pediatric Trauma Centers.

FEDERAL MEDICAL ASSISTANCE PERCENTAGE (FMAP) ENHANCEMENT

On May 28, 2003, President Bush signed into lawJibies and Growth Tax Relief Reconciliation Act 0020 Subsection 401(a)
provided for a temporary 2.95% increase in the Fdddedical Assistance Percentage (FMAP) for mddseavices for all states.
This additional 2.95% increased the federal match2t@5% for Colorado. The enhanced FMAP was aMailedy a period of five
calendar quarters that began on April 1, 2003 awie@ on June 30, 2004.

These additional federal funds did not change habpartment’'s budget was appropriated. Fundsspithin each appropriation

were maintained at the 50% federal Medicaid funu$ 0% State or non-federal funds. Instead, thegidvision, as stated in the
Long Bill was utilized. The key segments of thigysion, as applicable to the Department’s situgtiare as follows: “Where

general fund is required as a condition for theeptance of federal funds and the state matchingir@gents are reduced, the
combined general fund . . . amount noted as "(Mgllde reduced proportionately.”

The additional federal funds were appropriation re¢ub the total funds available. The funds shiftéthin the total amount of the
appropriation. As one fund source increased, &salrior the second fund source was reduced byathe amount.

Based on the (M) provision, the additional FMAP veeslt with through an accounting mechanism foMldicaid services that
were eligible for the enhanced federal match. He $tate’s Colorado Financial Reporting System (RSF the Department’s
Controller restricted the amount of General Fundaétp the projected additional 2.95% federal fyndsffect reducing the amount
of General Fund available to be spent for eactctdteline. The Spending Authority equaled the aagappropriated amount. The
example below demonstrates how the funds were pppted, and how in actuality the funds were load@d COFRS. The
Schedule 3s show how the funds were appropriatéidein.ong Bill, and the revised fund splits (witicieased federal funds) in the
“expenditures” and “overexpenditures / reversidiaseach affected line item.

Example of Provision (M) Application
Total Funds General Fund Federal Fundg Restricesek@l Fund
As Appropriated $200,000 $100,000 $100,000 $0
Expenditures - (M) provision applied $200,000 $97,050 $102,950 $2,950
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(1) EXECUTIVE DIRECTOR’S OFFICE

PERSONAL SERVICES
Prior to FY 03-04, the FTE and funding for the Depenit’'s Personal Services were in five separatetiemes:

- Executive Director’s Office, Personal Services;

- Executive Director’s Office, Colorado Benefits Mapratent System;

« Medical Programs Administration, Personal Services;

« Medical Programs Administration, Health Insuranoet&bility and Accountability Act (HIPAA) StaffinGosts; and,
+ Indigent Care, Program Administration.

During that time, some of the Department’s Pers@wa/ices appropriations (Colorado Benefits Managgarnsystem, Indigent Care
Program Administration and HIPAA Staffing Costs)dhtheir Operating Expenses and Personal Servicedineth under one
appropriation. At the Department’s request, durifg 03-04 Figure Setting, the Joint Budget Comnaittecommended that all
Personal Services within the Department be combiméal one line item and all operating expenses éeaated into one
appropriation (see page 163 of the FY 03-04 Figeting document dated March 11, 2003). By comigirall Personal Services
under the Executive Director’'s Office line item gpouhe Department gained flexibility in the utilin of funding and FTE.
Additionally, starting in FY 03-04, the ScheduleP8sition Detail now summarizes by position as degédy the Office of State
Planning and Budgeting’'s Budget Instructions, p&de dated June 1, 2005.

The Schedule 3 delineates the Personal Services@iion, request of FTE, and request of Personali&s funding. The “FY
05-06 Estimate” and “FY 06-07 Request” columns csinsil estimated expenditures of the FY 05-06 PexdsBarvices appropriation,
all related out-year legislative impacts, and atheoCommon Policy adjustments such as the 0.2% teaiction.

The Schedule 3 is presented with two calculation®@fsonal Services costs (the Position Detail Catiom and the Personal
Services Request) and then details the differerteden them in the Reconciliation.

|. Position Detail Calculation

The first calculation method used is the PositionaiDelabeled “I” in the Schedule 3. The Positioetil is a summary of State
employee wages and FTE by position title (totaledl.&L”), with “Other Personal Services” separatediated (totaled in “I.B.”).
“Other Personal Services” are costs not includedhm base salaries calculation that typically idellPERA, Medicare, State
temporary employees’ salaries, contractual seryteesination and retirement payouts, and unempétrmsurance. Central POTS
(totaled in “I.D.”) are added to include: Salaryr#&y, Performance-based Pay, Senior Executive &eridealth/Life/Dental, and
Short-term Disability that were expended or ar@regted for this line item for the Actual and Estimgears. Salary Survey/Senior
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Executive Service and Performance-based Pay expessliare “non-add” items because the salariesl Isggosition should already
reflect these costs.

The Position Detail method assumes continuatiorhefeixisting staffing pattern in the Request yealuing any annualization of
FTE. Calculations start with actual salaries anad tbther anticipated costs are added. The PositetaiDmethod ends with a
“Difference” row (I.F.) that presents the differenbetween the Personal Services Reconciliation Tbtaland the Base Personal
Services Subtotal (I.E.). The difference is showrttie Estimate and Request year columns.

The first method summarizes actual expenditures%03-04 and FY 04-05. Then, the FY 05-06 Estimaid the FY 06-07 Base
Request are broken out in the same manner. Thigtithe Department’s Personal Services Request.fdlloging is a description
for the Position Detail (I) FTE and total funds désed by column.

The FY 03-04 Actual column reflects actual expendguor the year after the close of period 13 en@olorado Financial Reporting
System. Expenditures consist of the following:

» The Department’s Executive Director’s Office by pimsitsalary cost of $10,277,443 (1.A.); plus,

» Other Personal Services (I.B.) totaling $2,121,4ditems such as PERA, Medicare, Temporary Seryiaed Contractual
Services, plus,

 POTS expenditures (I.D.) of $365,245 that consisfddealth/Life/Dental and Short Term Disability Imance. Expenditures for

Salary Survey, Anniversary Increases, and Senioclike Services are non-add items as they arededlun the salary costs in
I.LA. above.

The FY 04-05 Actual column reflects actual expendsuafter the close of period 13 in the Coloradwmfcial Reporting System as
summarized below:

e The Department’s Executive Director’s Office by pmsitsalary cost of $10,835,787 (L.A.);

» Other Personal Services (I.B.) totaling $2,344,4@9items such as PERA, Medicare, Temporary Seryiaed Contractual
Services; plus,

e POTS expenditures of $427,221 (1.D.) that consigtieélth/Life/Dental and Short Term Disability Insnca. Expenditures for
Salary Survey and Senior Executive Services of 8¥Band Performance-based Pay of $136,130, ambaradd items as they
are included in the salary costs in I.LA. above.

» Shift Differential is not applicable to Health Cd?elicy and Financing.

The FY 05-06 Appropriation column shows no detailtfos piece of the calculation, but is the amaaympropriated for base salaries
plus other personal services (1.C.). POTS arenatided.
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The FY 05-06 Estimate column shows the current mostisalary costs (I.A.). Calculations for thictsen start with the current
positions’ salary costs including Salary Survey Bedformance-based Pay Awards (July 1, 2005 sala®), yielding $11,953,720
with 213.4 FTE. The next step was to add Other PalServices, of $3,783,803. This amount includes:

- PERA of $1,213,303 calculated using 10.15% of thie$83,720 above;

« Medicare of $173,329 calculated using 1.45% of&h# 953,720 above;

- State Temporary Services of $60,000 incorporatingtieg Personnel Action Requests and estimatesigedvby program
managers;

- Other Temporary Services, which includes contratdatporary services, estimated at $1,113,412 comisgleurrent Department
contracts as well as estimates provided by progranagers including one time funding in the amowit$507,354 for the
Medicare Modernization Act in SB 05-209 and $480,98 temporary staffing for the Colorado Benefidsnagement System
court order compliance approved by the Joint Bu@ghmittee on September 20, 2005;

- Contractual Services estimated at $1,026,092 cernsgl current Department contracts and estimatesiged by program
managers;

- Excess Short-term Disability estimated at zero beeg@ast actuals have been zero, except for FY Git-$29;

- Termination/Retirement Payouts estimated at $160f@00nused vacation/sick time accumulated durimgleyment — estimated
on an approximate ratio of FY 04-05 payouts anddbY06 salary base;

« Unemployment Insurance of $33,667 based on FY 0deffal expenditure ratios applied against the B30 salary base; and

- Employee incentives of $4,000 estimated accordiragtoals from FY 04-05.

POTS expenditures of $495,957, consisting of appatggt amounts for Health/Life/Dental Insurance &ttbrt-term Disability
Insurance, are then added to bring the Base PérSenaces total (I.E.) to $16,628,014 for the 21BE. Appropriated amounts for
Salary Survey of $394,534 and Performance-basedARayds of $0 are listed, but not added, as thexeHzeen included in the
salaries delineated in the Position Detail. Eveudn there is a separate appropriation for Salaryey and Performance-based Pay
awards, actual wages for State employees are ttake paid out of the Personal Services line, tbexethese amounts are included
in each position’s salary amount for the estimaiary

Not all positions are filled all twelve months dfet year. To account for this in the FY 05-06 Estematlumn, currently vacant
positions that do not have immediate fills pendang reduced by an incremental FTE count and dolfaisadent in order to ensure
that the appropriated FTE (213.4) is not exceedsithice these positions will not be the same postiarcant throughout the year,
this is considered a budgeting adjustment only. ddjastment included 8 vacant positions and eachneduced from 1.0 FTE to
0.36 FTE. This does not mean that these 8 positidthdevexactly 0.36 FTE, or that all filled positiomall be 1.0 FTE, but the

adjustment allows the Department to accurately nfza@ato the total appropriated FTE. The correspondioitars are reduced

accordingly through the same methodology (I.A.).
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The Difference row (I.F.) in the Position Detail 8en, calculates the difference between the BassoRal Services Total (I.E.) and
the Reconciliation Personal Services Total (I1). eTdifference is caused by comparing the calculatising actual salaries to the
calculation using appropriation authority with CommPolicy adjustments. The two are not expecteddtch, as over time salaries
are changed with every hire and separation. THerdiice balances the Position Detail build to th@apriation.

* The FY 06-07 Request column shows the positiongirgalosts as reflected in the FY 05-06 Estimatemaluncluding the FY
05-06 Salary Survey and Performance-based Pay Awactdeases. The difference in these amountsctefienet reduction of
0.3 FTE and $24,368 due to the impacts of HB 05-1262,Tobacco Tax bill, a reduction of 0.8 FTE and $44,%nd an
increase of 0.5 FTE and $16,536 due to the Medicar@ekhization Act

Other Personal Services amounts (1.B.) are iddrticthe ones used in the FY 05-06 Estimate colurth the following exceptions,
bringing the total to $2,787,392:

* PERA decrease of $2,474 for Salary Survey, Rangasiaients, and Performance-based Pay increases @6Y based on the
reduction of 0.3 FTE from FY 05-06 to FY 06-07;

* Medicare decrease of $353 for the same factors;

e State Temporary Services increase of $24,650 baspdogram management projections;

e Other Temporary Services decreased to exclude $281&ne-time funding only applicable for FY 05-06he decrease
reflected $29,900 for SB 04-177 Treatment of Autis#b07,354 for temporary employees working on thedigbre
Modernization Act, and $480,980 for the temporaaffsng associated with the Colorado Benefits Mamgnt System court
ordered compliance approved by the Joint BudgetGitiee on September 20, 2005.

POTS Expenditures are not part of the calculationpmrant in this calculation, since they are requksteheir distinct line items.

The Difference row (I.F.) in the Position Detail 8en, calculates the difference between the BassoRal Services Total (I.E.) and
the Reconciliation Personal Services Total (lll). eTdifference is related to calculating the requestactual salaries times the
appropriated number of FTE and calculating the reiqusag appropriation authority with Common Polagjustments. The two are
not expected to match, as over time salaries aaeggd with every hire and separation.

ll. Personal Services Request

The second method calculates the official FY 06-8is&nal Services Request (labeled as “II” in thieeSale 3) based on aggregate
adjustments to the previous year's Long Bill appiapn. This is the Department’s FY 06-07 BudgetqRest for this line,
calculated as outlined in the Budget Request Ingtms issued June 1, 2005 (page 8-8). These atguss include special bills,
Supplemental appropriations, Salary Survey, Randgisdments, Medicare Differential, Performance-daBay, and the Office of
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State Planning and Budgeting 0.2% base adjustmBmese are the numbers that feed into the ScheduleA2Change Request has
been submitted that affects this line item.

A.

The FY 06-07 Base Request before POTS is derivechentdble below by applying the legislative and CamnPolicy
adjustments to the FY 05-06 Long Bill (SB 05-209)o calculate Section II.A., special bill adjustreeiatre made, including
annualization for some bills.

The FY 05-06 Salary Survey (I1.B.) is included. Thalary Survey amount is the FY 05-06 appropriatedunt of $394,534.
Both exempt (the Executive Director) and classigetployees are included in Salary Survey.

Range Adjustments are calculated by starting wiih June 2006 estimated salaries for currentlydfibe approved to fill
positions. There are 52 FTE identified below the myge minimum after the computation of FY 06-O7asalsurvey. Any
positions that do not meet the minimum pay requaeinper the FY 06-07 Annual Compensation SurveyoReapsued by the
Department of Personnel and Administration on Audu2005, are increased to equal the minimum paéauirement.

FY 05-06 Performance-based Pay is then added. arh@int equals the FY 05-06 appropriated amountof Berformance-
based Pay is not allocated to exempt employees.

Medicare and PERA rates are calculated on BaseyS&alary Survey, and Range Adjustments. Theibdded Differential of
$9,593 is the portion of the Medicare calculati@mt@ining to employees exempt from the Medicareudédn due to a date of
hire prior to April 1, 1986 (per Common Policy Insttions for the FY 06-07 Budget Submission, issiigl¢ 15, 2005, page 5).
Currently there are 9 employees within the Depantnvehose salaries should not be included in the itéed calculation.
Therefore, in FY 06-07, $9,593 is backed out from tibtal Medicare calculation. This amount is basedase salaries, Salary
Survey, and Performance-based Pay for these 9idudils.

Removal of one time funding of $29,900 for temapies to support changes to the Colorado Benbfasagement System
promulgated by SB 04-177, these funds have be@mpocated in the FY 05-06 Long Bill.

. Removal of one time funding of $490,818 and dmporary staff positions associated with implemt@naof the Medicare

Modernization Act of 2003, and the annualizatiorthaf 0.5 FTE for customer service.

. 26-4-532, CRS, (2005) required statutory charigesinding splits associated with the Breast amivical Cancer Treatment

program. This has no net effect on the total appabpn, it merely transfers funding from the GealeFund to Cash Fund
Exempt. HB 04-1416 revised this statute in 2004iirgrg 8.75% of funding for this program to comerfr the Breast and
Cervical Cancer Prevention and Treatment fund ir06Y07.
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l. After a FY 06-07 subtotal has been calculatadcomponents A — H, a 0.2% reduction is takenhensubtotal as the Office of

State Planning and Budgeting requires.

J. Lastly, the incremental Statewide Indirect Calébcation is applied. The “Statewide Indirect’jiment is a departmental
allocation developed by the State Controller's €fidistributed to the State departments with then@on Policies (August 8,
2005). This allocation offsets statewide Generadd=costs with proportionate amounts from federatli) Cash Funds, or Cash
Funds Exempt. The purpose is to allocate the unbdésts of central service agencies to individwuaggmms. The incremental
difference between the FY 05-06 allocation and e 06-07 allocation is shown, including fund splitsThe incremental
difference between the two years’ General Fundds@ease of $148,090. The difference betweenutrert and Request year

funding splits distribution is shown below:

Statewide Indirect Cost Allocation Total Funds Gengl Fund CaEsXheanl:)r:ds Federal Funds
FY 05-06 Allocation from State Controller’s Office $0 ($653,523) $17,517 $636,006
FY 06-07 Allocation from State Controller's Office $0 ($801,613) $15,639 $785,974
Incremental Difference between the 2 years $0 ($148,090) ($1,878) $149,968

It is important to know the sources of Cash Fundsnipt requested in the line item (11.K.). The foliogy table shows how the Cash
Funds Exempt is allocated by program:

FY 06-07 Base Request Cash Funds Exempt Allocation

Tobacco

Breast and Children’s Basic | Autism Treatment | Grants, Gifts and Total Cash Eunds
Cervical Cancer Health Plan Trust Fund Donations Expansion Fund
Exempt Requested
Trust Fund Fund
$9,021 $202,426 $26,392 $13,779 $134,073 $385,691

The following table delineates the sum of all adjuetts:
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Personal Services Activity from FY 05-06 to FY 06-O0Base Request

General Cash Funds | Federal
Total Funds Fund Exempt Funds FTE

FY 05-06 Long Bill SB 05-209 $14,415,497$6,378,415 $275,340 $7,761,742 206.1
HB 05-1262 (Tobacco Tax Bill) $381,199 $0 $177,199 $204,000 6.3
HB 05-1243 (Consumer Directed Care) $26,570 $13,285 $0 $13,285 0.5
HB 05-1066 (Treatment of Obesity) $27,233 $0 $13,617] $13,616 0.5
FY 05-06 Appropriation Before Special Bills $14,85@99| $6,391,700 $466,156| $7,992,643 213.4
Elid(?gé%%Z (Tobacco Tax Bill — out year removal nédime ($100,936) $0 ($45.237)] ($55,699) (0.8)
SB 04-177 (Treatment of Autism — out year removadioé time

funding for staff to work on CBMS changes) ($29,900) $0 ($14,950)  ($14,950) 0.0
Annualization of Customer Service Intern, From Fe8etting

March 15, 2005, page 21 $16,536 $8,268 $0 $8,268 0.5
Medicare Modernization Act of 2003 — out year redaf one

time funding for temporary customer service staff ($507,354) ($253,677) $0/ ($253,677) 0.0
FY 06-07 Base Request Before Common Policy Adjustmis $14,228,845 $6,146,291 $405,969 $7,676,585 213.1
B. FY 05-06 Salary Survey $394,534] $172,506 $8,260, $213,768 0.0
C. Range Adjustment $0 $0 $0 $0 0.0
D. FY 05-06 Performance Based Pay $0 $0 $0 $0 0.0
E. Medicare Differential ($9,593) ($3,904) $0 ($5,689) 0.0
H. Statutorily Required Change to Funding Sphisthe Breast

and Cervical Cancer Treatment $0 $25,832 ($25,832) $0 0.0
Subtotal Base Before OSPB 0.2% Reduction $14,613678 6,340,725 $388, 397 $7,884,664 213.1
H. Less OSPB Base Adjustment of 0.2% ($29,227)$12,630) ($828)| ($15,769) 0.0
l. Incremental Indirect Cost Allocation $0($148,090) ($1,878)| $149,968 0.0
Total FY 06-07 Base Request $14,584,559$6,180,005 $385,691* $8,018,863 213.1

*Of this amount, $204,426 is from the Children’ssRaHealth Plan Trust, $9,021 is from the Breast @ervical Cancer Prevention Treatment Fund, $18i§7
from Gifts, Grants and Donations, $134,073 is ftbm Tobacco Expansion Fund, and $26,392 is fromi\thiesm Treatment Fund.

lll. Personal Services Reconciliation

The last section of the Schedule 3 delineates thadspg authority for all years except the Requestryby bill.
included for Actual and Estimate years to obtaimalfPersonal Services Total.

two years of Actuals.

POTS are then
Overexpendituresramersions are shown for the

Page M-20




COLORADO DEPARTMENT OF HEALTH CARE POLICY AND MIEMNG; FY 06-07 BUDGET REQUEST,; ASSUMPTIONS AND@AIATIONS

The Reconciliation Difference (IV) subtracts the d&mal Services Detail (or Position Detail in 1) Tiol@m the Reconciliation
Personal Services Total (If). The Reconciliation Difference (1V) is used to Imala the two calculations. The difference, which is
zero, is shown in the two Actual and Estimate yedurans.

FY 03-04 Actual (Ill.A.) is as follows:
The FY 03-04 Long Bill appropriation (SB 03-258) fime Executive Director’'s Office Personal Serviceasisted of $12,710,083
total funds and 196.6 FTE (lll.A.); plus,

HB 04-1320, the Supplemental Bill, added $36,029T®mporary Services as one-time funding for anapgd 1331 Emergency
Supplemental authorizing 3 temporary staff to pssapplications for the Children’s Basic HealthnP[alus,

HB 04-1320, the Supplemental Bill, added $50,0@C(5taff recommendation within Department of Hun&ervices, Mental
Health and Alcohol Drug Abuse Division Programs @emental, January 14, 2004, page 1 footnote), te@féral funds and 50%
State match; plus,

HB 04-1422, Long Bill add-on, decreased total fung$85,468 due to SB 03-266 not being approves,pl

SB 03-011, Prescription Drugs Under Medicaid, appated 0.8 FTE and $56,531 total funds at 75% fddénancial
participation; plus,

SB 03-259, Fee for Children’s Home Community BaSedvices, appropriated 1.0 FTE and $38,797 totalsfuvith 50% federal
funds and 50% State match from the Children’s Hamet Community Based Services Cash Fund; plus,

SB 03-266 Nursing Facility Fees appropriated 2.0 Ehf $85,468 total funds with 75% Cash Funds fromNharsing Facility
Cash Fund and 25% in federal funds. There wereptsitions funded from the legislation. One posifito work on the Nursing
Facility Quality of Care Grant Program, was funddgth 50% from provider fees and 50% federal fundi#d2,774). The other
($42,694) was for the State Nursing Facility Sezviefrogram and was 100% from provider fees. Thefedsral financial
participation on the bills ended up as 25% fedenadls; plus,

HB 04-1265, Transition Medicaid Mental Health Seegcfrom the Department of Human Services to the aDepent,
appropriated 2.3 FTE and $259,274 total funds; $11B2(@eneral Fund and $146,859 federal funds.

SB 04-138, Repeal of the Children’s HCBS WaivergPam Fees included in SB 03-259 for families pgéting the Home and
Community Based Services program, decreased totdkfby $9,700 at 50% General Fund and 50% fetlerds and 0.3 FTE.

A roll forward in FY 03-04 for $242,930 was apprdvier the following contracts: $142,930 for Menkalth Behavioral Health
Organizations (formerly known as Mental Health Asseent and Services Agencies), $50,000 for Non-Eenesg Transportation
Audit, and $50,000 for Non-Emergency TransportatigspBtch.

The Reconciliation Personal Services Total forRleguest year (Il) matches the Department Requé§taysonal Services Request Total” (I1).
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In 11.B., the reversion of total funds, Generalndy Cash Funds Exempt, and the overexpendituredefrdé funds is shown as an
adjustment after the total spending authority Isudated.

The reversion (I11.B.) of total funds, General Fu@ish Funds Exempt, and the overexpenditure of dediends is the difference
between appropriated and actual amounts.

The Allocated POTS (lll.C.), consisting of Salary By, Senior Executive Service, Health/Life/Dentadl &8hort Term Disability,
was added to the spending authority plus overexpeedéreversions. This resulted in the ReconciatPersonal Services Total (lll).

For FY 04-05 Actual, the calculation is as follows:

The FY 04-05 Long Bill appropriation (HB 04-1422Y fine Executive Director’s Office Personal Servicessisted of $12,624,138
total funds and 196.1 FTE (Ill.A.); plus,

* SB 05-112, the Supplemental Bill which moved Memiahlth Administration funding to Personal Servitede consistent with
having all Personal Services within the appropsiatadding $678,199 and 7.0 FTE plus,

* HB 04-1219 (Community Transition Services for Hoamed Community Based Services for the Elderly, Bliadd Disabled)
increased total funds by $19,444 and 0.4 FTE; plus,

e SB 04-028 (Substance Abuse for Treatment for Naimericans) increased total funds by $43,482; plus,

* SB 04-138, repealed authority to charge a monteg/ tb families of Home and Community Based Servigaser children,
decreased funds by $38,797 and 1.0 FTE; plus,

» SB 04-206 (Hospice Care for Persons who are Elidibider the “Colorado Medical Assistance Act”), ieased total funds by
$44,000.

* HB 05-1262, Tobacco Tax Implementation, funding foee positions for one month in FY 04-05, adding,647 and 0.3 FTE.

A roll forward in FY 04-05 for $31,263 was approved the following programs: funding for a 1115 weii for the Pediatric Hospice
Care Program for $27,163 and $4,100 for Healthcy@iolutions training contract with the ChildreBasic Health Plan.

In 11.B., the reversion of total funds, Generalndy Cash Funds Exempt, and the overexpendituredefrdé funds is shown as an
adjustment after the total spending authority Isudated.

The Allocated POTS (lll.C.) consisting of Salary SayySenior Executive Service, Health/Life/Dental &ttbrt Term Disability,
was added to the spending authority plus overexpeedéreversions. This resulted in the ReconciatPersonal Services Total (lll).
The spending authority calculation (IlI.A.) for tR& 05-06 Appropriation Column is as follows:
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The FY 05-06 Long Bill (SB 05-209) for the new ExeeeatDirector’'s Office Personal Services consist$d#,415,497 total funds
with 206.1 FTE (lll.LA.). It includes Statewide Iméct Costs, Common Policy Adjustments of 0.2%, Galo Benefits Management
System Reductions, the removal of impact relateHBo04-1265 (Medicaid Mental Health Services), dné reinstatement of the
impact related to SB 04-138 since it was not careid to be removed in FY 03-04 until after the B¥0® Long Bill was signed into
law; plus,

 HB 05-1066, Obesity Treatment for people with Bodgd¥l Indexes exceeding 30%, increased total fundg2By233 and 0.5
FTE; plus,

e HB 05-1243, Consumer Directed Care through the HanmteCommunity Based Services model, increasetftotds by $26,570
and 0.5 FTE; plus,

 HB 05-1262, Tobacco Tax implementation from the TaebaEax Cash Fund implemented pursuant to secticof Atticle 10 of
the Colorado Constitution which increased totaldisi by $381,199 and 6.3 FTE;

The total appropriation for FY 05-06 is $14,850,48th 213.4 FTE. No POTS are added in the Appropmiataumn.

For the FY 05-06 Estimate, the spending authoritgutation (l1l.A.) is calculated the same way ag tRY 04-05 Appropriation
column. However, in the Estimate Column, the rolifard of $31,263 and two Emergency 1331 Supplemerake for HB 05-1262
authorized by the State Controller’s Office on J@ie 2005 in the amount of $44,816, and the otbertlie Colorado Benefits
Management System court order authorized by thie €tantroller's Office on September 20, 2005 in dhgount of $480,980. Also,
the Executive Director’s Office portion of POTS (@) is added, totaling $890,491 ($394,534 Salany&y $0 Performance Based
Pay Awards, $476,625 Health/Life/Dental, and $19,%hort-term Disability). POTS plus the Spendinghuity Authorization
(I1.A.) equals the “lll. Reconciliation Persona¢&ices Total.”

The Request FY 06-07 Column (l11.) repeats the Diepant’'s Request from “ll. Personal Services Requiesdl.”
HEALTH, LIFE, AND DENTAL

This insurance benefit is part of the POTS compopaitt jointly by the State and the State employeea predetermined rate based
on the type of package that each employee sel¢etgd Employee, Employee + 1, Employee + Spouse, etc)

In FY 03-04, the Long Bill appropriation (SB 03-258r this line item was $363,665 total funds. TH¢é 03-04 Long Bill was
adjusted by HB 03-1316 State Employee Total Compiemsitodifications, which reduced total funds by 339. The final FY 03-
04 appropriation was $362,296 total funds (seestbblow for fund splits).
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The FY 04-05 Long Bill (HB 04-1422) appropriated 94279 total funds, after a Common Policy Adjustmesflecting rate
increases, and an increase in funding for the feaio 9.0 FTEs from Mental Health Services to the@&ément. See table below for
fund spilits.

The FY 05-06 appropriation of $476,625 used differates for each plan as provided in the CommorcieéslSupplement issued by
the Office of State Planning and Budgeting on Aud?is2004. The calculation for the Health, Life,dabDental appropriation

included two different calculations; one for Juty December 2005 and the other for January to JOA6.2 Each calculation uses
different plan designations (Employee, Employee Erhployee + Spouse, etc) and rates. The plans wenestimmarized by type
and fund. The funding is in accordance to each eyegls salary fund splits. In the FY 05-06 appiatpon of $476,625, the rates
for each plan were lower than those used to cdkettee FY 04-05 Appropriation. However, the numdiigparticipants is higher.

The FY 06-07 Base Request also uses different fatesach plan provided in the Common Policies Seipnt issued by the Office

of State Planning and Budgeting. Additionally, gien year now coincides with the State’s fiscalryeTherefore, there is only one
calculation for this line item. Other changeshe plan include the expansion of coverage optiengp(oyee, employee plus spouse,
employee plus child or employee plus Spouse anttlChi’he Health, Life, and Dental request is base@mployees with coverage

as of June 2005. The FY 06-07 base request refletiisan increase in rates and participation by eygas.

Health, Life, and Dental Total Funds General Cash Fund Federal

Fund Exempt Funds
FY 05-06 Appropriation $476,625 $212,656 $10,156 $253,813
Common Policy Adjustment $153,015 $59,762 (1,138) $92,115
FY 06-07 Base Request $629,640 $272,418 $11,294* $345,928

*Of this amount, $11,294 is from the Children’s Basealth Plan Trust Fund.

SHORT-TERM DISABILITY

This is one of the components of POTS expenditureptttevides partial payment of an employee’s salarhe event that individual
becomes disabled and cannot perform his or her watles. It is calculated on a calendar year bpsisthe Common Policy
instructions, page 7, issued July 15, 2005. Theagpiated amount is reflected in the Appropriat@olumn of the Personal Services
calculation and the estimated rate from year-ta-y®aet by the Department of Personnel and Adrmatisn. If the actual rate for
the fiscal year differs substantially from the ewtied rate, the Department of Personnel and Adtratisn will submit a statewide
Supplemental Request to adjust the appropriation.

The Budget Request for this line is computed perQffece of State Planning and Budgeting’s Budgeitrimctions. A given rate by
the Department of Personnel and Administrationseduagainst the sum of Base Salaries, Salary SuRayge Adjustments, and
Performance-based Pay. Prior to FY 02-03, thet8bon Disability request was calculated using shene rate for the entire fiscal
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year. The final FY 02-03 appropriation, after irmmating adjustments from special legislation amel Supplemental Bill, was
$11,697 total funds. In FY 03-04, the Long Billpappriated $16,770 for this line item. The FY 0440&ng Bill appropriated
$18,843 after a Common Policy adjustment of $1,@B8bincrease in the Personal Services line itemlteed a change to the Short-
term Disability line, per a March 13, 2004 Figurett®ig Memorandum on Technical Changes, page 3)neease of $638 to
account for the 9.0 Mental Health FTEs transferrethéoDepartment. Incorporating the current ComrRohcy rate of 0.16%, the
FY 05-06 Appropriation was $19,332. This amountuded calculations for personnel currently under Medicaid Mental Health
Community Programs, Program Administration line.

Because the fund balance was reduced in FY 02-@@tter address statewide budget shortages, the-t8ho Disability rates are
currently calculated on a calendar year basis. efbes, a split rate is necessary to account formaityyear changes. The Short-term
Disability rate of 0.15% was provided in July by thepartment of Personnel and Administration ferftrst six months of the fiscal
year (calendar year 2004), and the rate of 0.16%uwsad for the last six months of FY 04-05 (calerygar 2005). 0.16% was the
estimated rate reflected in the Department’s FYO63Request.

The FY 06-07 Base Request for $19,836 is based eSliort-term Disability rate of 0.15% per Commonidyanstructions issued
by the Department of Personnel and Administratioly 15, 2005, page 7. The Cash Funds Exempt pomioreased due to the
affect of HB 05-1262, the Tobacco Expansion Fund.

Short Term Disability Appropriation/Request | General Fund |Cash Fund Exempt Federal Funds
FY 05-06 Appropriation, SB 05-209 $19,332 $8,563 $294 $10,475
FY 06-07 Base Request $19,836 $8,704 $498 $10,634

* Of this amount, $261 is from the Children’s Bakiealth Plan Trust Fund, $12 is from the Breast @advical Cancer Prevention and Treatment Fund,i$18
from Gifts, Grants, and Donations obtained throtifh05-1066 Treatment of Obesity, $173 is from tlebdcco Expansion Fund and $34 is from the Autism
Treatment Fund.

SB 04-257 AMORTIZATION EQUALIZATION DISBURSEMENT

The Amortization Equalization Disbursement increabesemployer contribution to the PERA Trust Fundrtm#ize the unfunded
liability in the Trust Fund beginning in January BOOhe Budget Request for this line is computedtiperOffice of State Planning
and Budgeting’s Budget Instructions. The rate a/jged by the Department of Personnel and Admaistin and is calculated using
the sum of Base Salaries, Salary Survey and Radgest#nents. During the 2005 legislative sessiba,General Assembly created a
single Amortization Equalization Disbursement litem in all departments to fund these expenses. Ahhertization Equalization
Disbursement rate is 0.50% of payroll for all dieiss in FY 05-06, which is the first year of thepagpriation. This rate will increase
to 3.00% over seven years. For FY 06-07, the Amation Equalization Disbursement increased to 0.75%he Amortization
Equalization Disbursement is calculated using theesanmethodology as the PERA contribution calculatiand includes all
employees eligible for State retirement benefiidhe table below summarizes this request.
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Amortization Equalization Disburseme

ht Appropriation/Request

General Funds

Cash Funds Exefgderal Funds

FY 05-06 Appropriation, SB 05-209

$27,8

b/

$12,168

$500

$15,189

FY 06-07 Base Request

$95,982

$42,119

$2,408*

$51,455

* Of this amount, $1,270 is from the Children’s Baldealth Plan Trust Fund, $56 is from the Breast Gervical Cancer Prevention and Treatment FuB@l,i$
from Gifts, Grants, and Donations obtained throti@h05-1066 Treatment of Obesity, $832 is from tlwbdcco Expansion Fund and $164 is from the Autism
Treatment Fund.

SALARY SURVEY AND SENIOR EXECUTIVE SERVICE

The Salary Survey and Senior Executive Service apiatam reflects the amounts appropriated to theddenent to cover the cost
of salary increases based on the job and wageifdaien survey performed annually by the Depantinef Personnel and
Administration. This line is a POTS item in that last year’s appmtwn becomes part of the base in the Personaicgsriine.

The Total Compensation Survey was appropriated i0&B58 for FY 03-04, and then removed in SB 03-2@8ulting in a final
appropriation of $0. The FY 04-05 amount was $235,9er the Common Policy adopted on February @842 Subsequently, an
increase of $12,917 was made to the base for F¥50day increases for the Mental Health FTE trandfeinem the Department of
Human Services, resulting in a final appropriavdi$248,845. The FY 05-06 Request was computedrdicpto the Office of State
Planning and Budgeting’s Budget Instructions armbiiporates results of the 2005-06 Total Compensagoommendation which
reflects percentage adjustments by occupationalpgroEach employee title or class is matched to @upmational group for a
percentage increase. This percentage is then tiedtipy the employee’s estimated salary as of 20@% to come up with the salary
survey amount. In the Department, most of the eygds fall into the following occupational grougsnancial Services,
Administrative Support and Related, or ProfessioBatvices. There are a few FTE that were identifietbvo the pay range
minimum after the computation of salary survey. Sh&TEs were adjusted to reflect the minimum compiemsaccording to the
Proposed Compensation Plan Pay Structure for FE85However, this minimum range adjustment for#¥06 is not reflected in
salary survey, but shown separately within the dt&kServices line. The applicable PERA and Medivare added into the Salary
Survey calculations.

In the Common Policy Instructions for FY 06-07, Biate Personnel Director did not recommend fundadgry increases, therefore
there is no request for this line item.

. _ Cash Funds Federal

Salary Survey Line Item Appropriation/Request | Geneal Fund Exempt Funds
FY 05-06 Appropriation, SB 05-209 $394,534  $172,506 $8,260 $213,768
FY 06-07 Base Request $0 $0 $0 $0
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PERFORMANCE-BASED PAY

This line item replaced the Anniversary Increasedgetiline item in FY 02-03. Performance-basedneayesents the annual amount
appropriated for periodic salary increases foreStanhployees based on demonstrated and documenliéyg abeach employee to
satisfy standards related to quantity and qualitwark. According to the Department of Personned Administration, initial steps
toward performance-based pay were taken as eall9&® as published in Stateline Volume 21, Numbéi&y, 2001. In 1996, HB
96-1262 was adopted that mandated a performanestipas/ system be implemented by July 1, 2000. &utetly, the Colorado
Peak Performance System was developed in resporhbes tlegislation. Before Colorado Peak Perforogacould be implemented,
SB 00-211 repealed HB 96-1262, the law that creiatedhis legislation not only repealed the mandhté it also directed that a new
plan be developed by September 1, 2000. The newwsda published and modified based upon feedbaok 8tate employees. The
final plan was given to the Joint Budget Committee August 31, 2000, as required by law. The negislation mandated that
performance management be effective July 2001. [&wmeequired the State Personnel Director to sulanpikan to the Joint Budget
Committee by September 1, 2000. The report subdnittéhe Joint Budget Committee in accordance Wighlaw stated that payouts
would occur on July 1, 2001. The Personnel Direstdrsequently delayed the payout date to July 02,26ue to the State’s fiscal
situation. However, the performance managemenpooent of the new system began on July 1, 2001.

In FY 03-04, no funding was appropriated due ttestale budget constraints. However, performansatigpay of $130,514 for FY
04-05 was calculated per the Department of Perd@mueAdministration Common Policy adjustment. Aduncrease of $5,616 also
occurred to transfer funds to the Department ferNtental Health 9.0 FTE, resulting in a total FY @Blappropriation of $136,130.

In FY 05-06, the Joint Budget Committee adoptecoan@on Policy of no performance-based pay award&Yo05-06. For FY 06-
07, with the passage of Referendum C, the StatsoReel director recommended funding for performdrased pay at an average of
3.64% of base salaries.

Line Item: Performance-Based Pay Appropriation/Reqiest | General Fund Cgizr';g?d Federal Funds
FY 03-04 Long Bill Appropriation $0 $0 $0 $0
Common Policy $130,514 $58,610 $795 $71,109
POTS for Mental Health Administration (9.0 FTE $5H61 2,808 $0 $2,808
FY 04-05 Long Bill HB 04-1422 $136,130 $61,418 $795 $73,917
FY 05-06 Appropriation $0 $0 $0 $0
FY 06-07 Base Request $501,611 $220,118 $12,583 $268,910

WORKERS' COMPENSATION

Workers’ Compensation is a statewide allocatioedoh Department based upon historic usage. Tagtem provides funding for
payments made to the Department of Personnel amdirdsiration to support the State’s self-insuredgpam. The cost basis is
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developed relative to estimated claim payouts, lmsed professional services (actuarial and bro&sts; and Common Policy
adjustments. The Department of Personnel and Adtration’s actuaries determine departmental aliooat In FY 03-04, the Long
Bill appropriation allocated the Department $36, H86&0% federal funds. FY 04-05 was increased H9&R due to the Common
Policy allocation issued August 8, 2003 by the D&pant of Personnel and Administration, which resiiin a total appropriation of
$43,255. The FY 05-06 appropriation reflected tlen@on Policy allocated dollar amount of $31,58%ritiated by the Department
of Personnel and Administration on August 9, 2Qflds the effects of SB 05-112 which reduced thisrapriation by $1,286. For
FY 06-07, the Request increased by $11,387 dubedCommon Policy allocation issued August 10, 2b93he Department of
Personnel and Administration.

. , : . General Cash Funds Federal

Line Item: Workers’ Compensation Appropriation/Request Fund Exempt Funds
FY 03-04 Long Bill, SB 03-258 $36,186 $18,093 $0 $18,093
FY 04-05 Long Bill, HB 04-1422 $43,255 $21,628 $0 $21,627
SB 05-209, FY 05-06 Appropriation $30,301 $15,151 $0 $15,150
FY 06-07 Base Request $41,688 $20,844 $0 $20,844

OPERATING EXPENSES

In FY 03-04, the Joint Budget Committee mergedpérating budgets within the Department into on@@griation, at the request of
the Department. This action placed five separaggatimg budgets into one titled Operating Expenseleuthe Executive Director’s
Office Long Bill group. SB 03-258 appropriated #9808 for FY 03-04.

The final FY 03-04 and FY 04-05 appropriations resiilin a total of $965,755, and $935,976 respdgtiveThe FY 05-06
appropriation of $1,105,457 includes various Supgletal and Special Bills affecting the appropriaticmost notably the Tobacco
Tax and Medicare Modernization Act. See detailshim table below. The FY 06-07 Base Request remowuestime funding for
these same programs, such as computers and afficeneent.

The Department's FY 05-06 estimate differs from Hppropriation due to one time appropriations. They for two 1331
Emergency Supplementals that were approved by tine Bodget Committee for HB 05-1262, the Tobacco Bab authorized by
the State Controller's Office on June 21, 2005he amount of $4,738 and $6,360 for Colorado Beméflanagement System
changes related to the court order authorized éysthate Controller Office on September 20, 2005kv/iso approved rollforwards
of $55,727 for cubicles and wiring of staff offices
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Cash

05

Line Item: Operating Expenses Total General Cash Funds Federal

- 2P g Exp Funds Fund Funds Exempt Funds
FY 03-04 Long Bill SB 03-258 $954,308] $472,387 $0 $832| $481,089
SB 03-266 Nursing Facility Provider Fees $2,532 $0| $1,899 $0 $633
SB 03-259 Sliding Fee Scale for Children’s Home-@athmunity
Based Services and Children’s Extensive Support liesni $7,555 $0| 33,778 $0 $3.717
SB 03-011 Prescription Drugs under Medicaid $4,054 $1,013 $0 $0 $3,041
HB 04-1320 for 1331 Emergency Supplemental for @@bit’s Basic
Health Plan, dated August 5, 2003 $1.727 $0 $0 $0 $1.727
Add-On to HB 04-1422 due to SB 03-266 (Nursing FgdProvider
Fee not being approved) ($2,532) $0 | ($1,899) $0 ($633)
Add-On to HB 04-1422 to correct funding splits 88 03-259,
Sliding Fee Scale for Home-and Community- BasediSes $0 $3,778| (33,778) $0 $0
SB 04-138 (Repeal of the Authority to charge Monthée to
Families Whose Children are Enrolled in Home-and @omity ($1,889) ($945) $0 $0 ($944)
Based Services)
FY 03-04 Final Appropriation $965,755| $476,233 $0 $832| $488,690
NP-2 (Truth in Rates), January 23, 2004 ($6[74) ($337) $0 $0 ($337)
BAS-2 (Web Portal Maintenance, January 23, 200&eeMthrough
Figure Setting March 9, 2004, pp. 26-27) ($2,000)|  ($1,000) $0 0| ($1,000)
Removal of annualized of one-time expense® (next table ($30,023)| ($13,917) $0 $0 | ($16,106)
Reinstate impact related to the FY 03-04 redudiiom SB 04-138 $1,889 $945 $0 $0 $944
FY 04-05 Long Bill HB 04-1422 $934,947| $461,924 $0 $832| $472,191
HB 04-1219 Community Transition Services for HCBS 258 $1,128 $0 $0 $1,128
SB 04-138 (Repeal of the Authority to charge Monthée to
Families Whose Children are Enrolled in Home-and @omity ($7,555)| ($3,778) $0 $0| ($3,777)
Based Services)
SB 05-112 Move Mental Health Administrative funditage DO
Operating Expense. Funding is for 7.0 FTE @ $87@peon $6,090 $3,045 $0 $0 $3,045
HB 05-1262 Operating Expense for 3.0 FTE for one manfY 04- $238 $0 $0 $96 $142

Page M-29



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND MIEMNG; FY 06-07 BUDGET REQUEST,; ASSUMPTIONS AND@AIATIONS

Cash
: : Total General Cash Federal
Line Item: Operating Expenses Funds
Funds Fund Funds Exempt Funds
FY 04-05 Appropriation $935,976| $462,319 $0 $928| $472,729
Annualization of SB 04-177 Concerning Home-and Camity
Based Services under the State’s Medicaid Progoai@Hildren with $4,739 $0 $0 $2,370,  $2,369
Autism
Removal of one time funding for HB 04-1219 Conceni
Community Transition Services ($949) ($474) %0 %0 ($475)
HB 05-1262 was not passed prior to the Long Biifj avas not
annualized through this process ($238) $0 $0 ($96) ($142)
BA #4 (Payment Error Rate Measurement Project, algrzd, 2005) $4,149 $1,876 $0 $0 $2,273
Medicare Modernization Act Adjustment due to JBQidt,
additional funding for staffing related to Medicavi®dernization Act
implementation, Department of Health Care Policg BRmancing $115,294  $57,647 $0 $0| 57,647
Figure Setting, March 15, 2005, page 28.
Move HIPAA Security Rule on-going maintenance te th
Departmental Operating Expense, Department of HEzltle Policy $11,290, $5,476 $0 $119 $5,695
and Financing, Figure Setting, March 15, 2005, #fje
FY 05-06 Long Bill SB 05-209 $1,070,261 $526,844 $0 $3,321| $540,096
HB 05-1262 Operating Expenses associated with BE, &nd 7
network connections, to implement Tobacco Tax lagsh $27,446 $0 $0| $12,535 $14,911
HB 05-1243 Consumer Directed Care, expenses fdF DE5to write
waiver, assess MMIS and monitor case managementage $3,762 $1.881 $0 $0 $1.881
HB 05-1066 Treatment of Obesity, expenses for Ok  manage $3.988 $0 $0 $1.994 $1.994

pilot program
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Cash

. ] . Total General Cash Federal

Line Item: Operating Expenses Funds Fund Funds Funds Funds
Exempt
FY 05-06 Appropriation $1,105,457 $528,725 $0| $17,850| $558,882
Payment Error Rate Measurement Project, Removeimedinding,
Public law 107-300 ($3,280) $0 $0| ($1,483) ($1,797)
g/loe8d_|1c$:r)’e Modernization Act, Remove one time fundifgblic Law ($113,394) ($56,697) $0 $0 | ($56,697)
Tobacco Tax, Remove one time funding, HB 05-1262 2&21) $0 $0 | ($10,064)| ($12,157)
Treatment of Obesity, Remove one time funding, HBLO66 ($3,513 $0 $0| ($1,757)| ($1,756)
Consumer Directed Care, Remove one time fundingD6H8243 ($3,288) ($1,644) $0 $0| (%$1,644)
SBlgcleigst and Cervical Cancer Treatment, Statutorygdhanfunding $0 $187 $0 ($187) $0
FY 06-07 Base Request $959,761| $470,571 $0 $4,359| $484,831
Removal of Annualized One Time Expenses in FY 04-G8 $30,023 Total Funds

Colorado Benefits Management System- Annualiza@gro3-04 DI # 4 ($2,610)
Early and Periodic Screening, Diagnosis and Treatn®hyear FTE operating annualization ($16,400)
Hearing and Orthodontia™@year FTE operating annualization ($3,280)
SB 03-011 Prescription Medications under “ The Cador Medical Assistance Act"2year FTE operating
annualization ($3,184)
SB 03-259 Sliding Fee Scal&®%ear FTE operating annualization ($3,280)
SB 03-266 Nursing Facility Provider Feé$ gear FTE operating annualization ($653)
1331 Emergency Supplemental for Children’s BasicltHddlan out-year adjustment ($1,727)
SB 03-266 Nursing Facilities Provider Fees & Progreot approved $2,532
Figure Setting change on March 15, 2004 Memo, page ($1,421)
Total Adjustment ($30,023)

LEGAL SERVICES AND THIRD PARTY RECOVERY LEGAL SERVICES

This Common Policy line item is billed to each depemt for legal services provided by the Departnantaw. For FY 02-03,
$801,499 was appropriated to the Department camgist 13,403 hours at the $59.80 allowable blend#drney/paralegal hourly

rate. The appropriation was fully expended.
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The FY 03-04 appropriation was $814,768, a continaaf 13,403 legal services hours at the blendedyhoate of $60.79 per hour
(per FY 03-04 Figure Setting, March 2003, page 44.continuation base of 13,403 hours at the $6@Gl&wable blended
attorney/paralegal hourly rate was requested folOBY05. During the 2004 Figure Setting processlflegal service rates for FY
04-05 were established at $61.57 per hour for ®lé@al hours, resulting in a total appropriatecbant of $780,953.

The FY 05-06 appropriation used a blended attormeglpgal rate of $64.45 per hour for 12,684 hoarsaftotal appropriation of
$817,483. Of this, $331,724 is General Fund, $88}9 Cash Funds, $5,662 is Cash Funds Exempt,4iid 1468 is federal funds.

The FY 06-07 Base Request uses the same blendedestmaralegal rate of $64.45 per hour establighethe Common Policy
Instructions on page 9, issued July 15, 2005. Th&®6-07 Base Request remains at 12,684 hours. Yh@6FO7 Base Request is
$817,483.

HMO LAWSUIT EXPENSES

In FY 02-03, three separate lawsuits related tohiedth maintenance organizations capitated ratgs expected to go to trial. An
Emergency Supplemental Request, #S-1, dated Deceb@he2002 was submitted to support the Departmedgfense of these

lawsuits concerning the rates paid to health maariee organizations. The Joint Budget Committe@tgdathe emergency

Supplemental Request, and with the passage of SBB3established a new line titled “HMO Lawsuitggrses.” One-time funding

of $1,198,870 was appropriated. Based on the thigde anticipated to occur during the fiscal yehe funding included estimates to
retain actuarial experts ($943,215), rates andfitbexperts ($112,500), to establish a databasgired for both discovery and trial
purposes ($104,400), and to cover litigation relaggpenses including travel, copying, postage, intgildeposition transcripts and
exhibits ($130,755). The Joint Budget Committeaiced the Department’s request by $92,000 for éxi@enses anticipated to occur
in FY 03-04. In FY 02-03, $783,184 was spent. baknce of $415,686 was rolled forward into FY @3t@ continue the defense of
the pending litigation. In FY 03-04, $259,346 bttrollforward was spent on the remaining triak thalance of $156,340 was
reverted. This line has been eliminated and treen® irequest for FY 06-07.

HEALTH MAINTENANCE ORGANIZATION LITIGATION SETTLEMENT PAYMENTS

This line item was created in FY 03-04 via SuppletaleBill HB 04-1320 to fund litigation settlemertis Kaiser Foundation Health
Plan of Colorado and Community Health Plan of theckkes, two health maintenance organizations tloatracted with the
Department. These two health maintenance orgaoimtisputed the administrative and rate settinggss used by the Department
to set the capitation payment rates paid to thefhe disputes resulted in several lawsuits agairstiapartment. Settlement
agreements were reached to end the litigation.

The one-time appropriation for this line item in B8-04 was $27,000,000. Although appropriated &b 36deral match, the
Department received enhanced federal financialgyaation of 52.95% due to the Jobs and Growth TakeRReconciliation Act of
2003, subsection 401(a). These adjustments arenstwothe Schedule 3.
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There is no request for funding in FY 06-07.

ADMINISTRATIVE LAW JUDGE SERVICES

This line item includes funding for services typlgaprovided by administrative law judges and pagals from the Office of
Administrative Courts. It is a Common Policy itemBeginning in FY 01-02, the methodology for calting departmental
appropriations changed from billing actual houreme based upon a historical utilization; adjustimén the appropriation are made
based on mid-year reviews by the Department ofdPeed and Administration, referred to as a “mid+yeae-up.” The prior year’s
billing hours are applied to the estimated billabtest for the request year. A statewide suppleataatsubmitted that adjusts
Departmental appropriations according to the mesemt year's actual usage; that information isawailable when the Request is
made.

The FY 02-03 Long Bill appropriation was $352,606uigalent to 3,143 hours of Administrative Law Jadgervices. A statewide
supplemental, #S-5 in FY 02-03 increased the Depant's appropriation by $184,380, to a total of §S86 for the fiscal year in SB
03-203.

Based on the new methodology for each State depat®nallocation, the Department of Personnel awdniistration used the

Department’s actual billable hours in FY 01-02 ¢805.4 hours, which represented 14.46% of the tdtmhinistrative Law Judge

Services, to calculate FY 03-04. This percentagethvan applied to the total “FY 03-04 Billable Go&ir Administrative Hearings”

to determine the Department’s share of these ¢t costs of $3,728,415, per Common Policy FegBetting, March 12, 2003,
page 3); the result was an initial appropriation$sf39,129 for FY 03-04. As directed by the Deparitmof Personnel and

Administration for the Supplemental Request (NP&huary 2, 2004), the Department requested aeaserof $231,203. The Joint
Budget Committee staff chose instead to apply aer/auader collection methodology used previouslyRv 02-03, and the

Department appropriated an additional $121,462afiimal appropriation amount of $660,591, per Semental Bill HB 04-1320.

For FY 04-05, during Common Policy Figure Settipgde 2, March 11, 2004), it was determined the antaial costs for the
Administrative Law Judge Services were higher tthenDepartment of Personnel and Administration fleggdiested. As a result, the
Department’s allocation was increased in the FY0B4-ong Bill for an appropriation of $676,943 in H&-1422. This amount was
decreased by $67,300 through a Supplemental ConRalicy adjustment contained in SB 05-112 to $609,64

The FY 05-06 appropriation was increased to $674®84ugh a Common Policy adjustment and was basethe FY 05-06
Department’s Administrative Law Judge Services catmn released on August 9, 2004 by the Departnoérifersonnel and
Administration. It was based on FY 03-04 actudiastion, which equaled 17.48% percent of theltasage of Administrative Law
Judge Services (the Department’'s FY 03-04 usagdeati\by total FY 03-04 usage).
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For FY 06-07, the Department’'s Request is for $808 which reflects a decrease of $157,723 duegdCtthmmon Policy allocation
issued August 8, 2005. Below is a summary of éisethree year’s appropriations and the FY 06-05eBequest by fund split.

Line Item: Administrative Law Judge Services FY 0304 FY 04-05 FY 05-06 Y F({)S(-J?J?egase
General Fund $330,296 $304,822 $337,466 $258,604
Federal Funds $330,295 $304,821 $337,465 $258,604
Appropriation/Request $660,591 $609,643 $674,931 $517,208

PURCHASES OF SERVICES FROM COMPUTER CENTER

Prior to FY 04-05, this line item, Purchases of vi@ms from Computer Center was named Computer @gst€osts. The
appropriation represented funding for the DepartnoérHealth Care Policy and Financing and the Depant of Human Services,
Information Resource Management Section. The Deyeentt of Personnel and Administration operates tbm@liter Center as a
service to other departments in State governm&his Computer Center, known as the General Goverh@emputer Center, has
costs including the Medicaid Management Informat8ystem for Medical Services computer and printiogts, Long Term Care
computer and printing costs, and Client Orientddrimation Network for Medical Services computer g@mihting costs.

A portion of General Government Computer Centetscase billed directly to the Department of Healthre Policy and Financing.

The balance is paid on behalf of Health Care P@my Financing by the Department of Human ServidesInteragency Agreement

between the departments identifies the type, aoistervices provided, and cover expenditures pgidhk Department of Human

Services. A description of services, computatiarg] justification related to Department of Humarn/&es Systems Costs are
contained in the Budget Request for that departmd@&iie Cash Funds Exempt portion of the fundingasnfthe Old Age Pension

Fund (not to be confused with Old Age Pension Hieaftd Medical Fund).

The Long Bill appropriation for FY 01-02 was $409/07The amount was reduced by $10,082 in SuppleiBiitadiB 02-1370,
resulting in a new amount of $398,995. The Breadt@ervical Cancer Fund Bill, SB 01 S2-012, add2d,@00 for systems costs,
which brought the total amount to $422,995. The 2@ was one-time funding.

The FY 02-03 total Long Bill appropriation was $38&, including both the portion for Health Carei®pland Financing and the
portion for the Department of Human Services. Thpptemental Bill, SB 03-203, added $3,572 resuliimga new amount of
$360,194. However, $129,870 total funds were teder

The FY 03-04 Long Bill appropriated $228,468. Thisvér amount from previous years reflected bothideg usage by Health
Care Policy and Financing, and efforts by the Dipant of Personnel and Administration to matchdharges to the Departments
actually using the services. The Supplemental Hi|04-1320 added $30,874, for a new total of $258,3The Supplemental Bill
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also realigned the funding splits among GeneradiF@ash Funds Exempt, and federal funds to reffecttcurate methodology for
determining funding splits.

For FY 04-05, the Long Bill (HB 04-1422) appropedt$296,415 to the Department. This Long Bill alseamed the line item to
“Purchases of Services from Computer Center.” BY0B continued to include an amount for the Depantnof Health Care Policy
and Financing to pay for the Client Oriented Infatimn Network since the exact implementation datetlie Colorado Benefits
Management System was unknown when the FY 04-Ofdiudas prepared. Therefore, the Client Orientéorrimation Network
funding still remains in the base for PurchaseSearivices from Computer Center line item and wilhtooue to remain through FY
05-06 to permit the General Government Computetéda recover prior year's costs since the costvery is done in arrears. This
appropriation was reduced by $133,467 through ar@emPolicy adjustment (SB 05-112, FY 04-05 SupplaedeBill) to $162,948
total funds.

For FY 05-06, the Department was appropriated Rll86based on Common Policies developed by the Bapat of Personnel and

Administration. For FY 06-07, the Request amour$3®,289 total funding provided through Commoniétes on August 9, 2004,

was the share for the Department of Health Careyahd Financing. This cost was calculated byDlepartment of Personnel and
Administration.

Please see the following table for a specific red@tion.

— FY 05-06 to Health Care| FY 06-07 to Health Care
Description . . . ) ) .
Policy and Financing Policy and Financing

General .Government Computer Center - Medicaid Mamnmsmt $142.268 $75.822
Information System

General Government Computer Center - Long Term Care $427 $232
Subtotal $142,695 $76,054
Old Age Pension Services $13,616 $16,23%
Subtotal $13,616 $16,235
TOTAL APPROPRIATION BASE / REQUEST $156,311 $92,289
General Fund $61,921 $29,910
Cash Funds Exempt (Old Age Pension) $16,23% $16,23%
Federal Funds $78,155 $46,144
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Eligibility for Medicaid will be determined on an gaing basis by the recently implemented Coloradoefitss Management System.
A separate line item exists for the Departmentisticbution to operating the Colorado Benefits Magragnt System, which is funded
through the Department of Human Services Medicaideled Programs Long Bill group.

Both the Department of Personnel and Administratind the Office of State Planning and Budgetingiioae to develop new cost
methodologies and cost allocations to fund the @#r@overnment Computer Center. The total Cash &uresded to fund the
General Government Computer Center is multipliedalysage ratio for each State department. The Degar of Personnel and
Administration and the Office of State Planning @&wtgeting calculate this number for each Departmagtin 50% federal match;
however, an interagency agreement between the Degatrof Health Care Policy and Financing and Dpant of Human Services
funds $16, 235 from the Old Age Pension fund.

PAYMENTS TO RISK MANAGEMENT AND PROPERTY FUNDS

Payment to Risk Management and Property Funds &lacation appropriated to each department basea shared statewide risk
formula of two programs, the Liability Program atiet Property Program. The Department does notcpzate in the Property

Program; therefore this appropriation is for thadility Program. The FY 02-03 appropriation was ,$33, while the FY 03-04

Long Bill, SB 03-258, appropriated $78,312 to thepBrtment. HB 04-1422, the FY 04-05 Long Bill, aypiated $67,493. The FY
05-06 appropriation was $63,618. The FY 06-07 BRequest is based on the Common Policies issuedhéypepartment of

Personnel and Administration, dated August 10, 260$28,486.

Line Item: Payment to Risk £V 02-03 £V 03-04 EY 04-05 £V 05-06 FY 06-07 Base
Management and Property Funds Request
Appropriation/ Request: Total Funds $75,7133 $78,312 $58,795 $63,618 $28,486
General Fund $37,866 $39,156 $29,398 $31,810 $14,243
Federal Funds $37,867 $39,156 $29,397 $31,808 $14,243

CAPITOL COMPLEX LEASED SPACE
Capitol Complex Leased Space is appropriated basagsable square footage utilized by each Statarttepnt. Currently, for the
Department of Health Care Policy and Financing th¢ludes space of 31,512 square feet at 1570 Gteget.

In FY 02-03, the Department appropriated $325,982l tfunds for 30,741 usable square feet at 157&rSén Street and an
additional 2,308 usable square feet at 1570 Graee In SB 03-203, the Department received Qpeyd&xpenses supplemental
funding (Change Request #S-7, submitted JanuaB®0@3) to move all staff and operations to 1570 Gfineet. The prorated
savings in leased space from this move was $1&74 fonths of FY 02-03.
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The FY 03-04 Long Bill appropriation was $308,46&ltdunds, including the building at 1570 Grante®tr (except for the State
Employee Wellness Center housed in the basememnt)7hn square feet of space at 1575 Sherman Stidwt.717 square feet of
space at 1575 Sherman Street was no longer neadédhe Department notified the Department of Rersband Administration.

This decrease in space, in addition to a revisedhadelogy for measuring square footage, was reftebie Supplemental # NP-S3
Capitol Complex Lease Space Technical Adjustmentsmgted on January 2, 2004, reducing the appropnidoy $50,816. This

amount plus a $12,850 Statewide Supplemental fditiek resulted in the Supplemental Bill (HB 04218 reduction of $37,966,
resulting in a final appropriation of $270,502.

In FY 04-05, there was a Common Policy adjustmantease of $14,677 which resulted in a total appatopn of $285,179 for
27,661 square feet at $10.31 per square foot. Timsuat was increased further by $54,000 through SBLI2, FY 04-05
Supplemental Bill for a final appropriation of $38%9. The FY 04-05 funding was increased due tamm@r@on Policy Technical
adjustment generated by the Department of Persamgefdministration (NP-S3, January 3, 2005).

The FY 05-06 appropriation was based on the FY 0R@6ommendations for Capitol Complex Leased Spgckgencies released
by the Department of Personnel and AdministrationAoigust 9, 2004. The request totaled $276,498dbane27,661 square feet
times $10 per square foot. Due to rounding in Blepartment of Personnel and Administration’s caltahs, there is a $112
difference between the Department’'s Request anddhel calculation. This amount was increased@®;881 through a Common
Policy Budget amendment submitted by OSPB, and teednced by $2,722 through Common Policy adjustmemade by the

Department of Personnel and Administration.

For FY 06-07, the Department’'s Request of $341,848ased on the Common Policy Allocation developgdhe Department of
Personnel and Administration issued August 8, 2005s calculated by multiplying the Departmentiseable square feet of 31,512
times $10.83 per square foot. The Department’shlsesguare feet increased during FY 05-06 due ¢haage in the calculation
method used by the Department of Personnel and iidtration.

Line Item: Capitol Complex Leased Space FY 03-04 F94-05 FY 05-06 FY 06-07 Base Request
Square footage 1570 Grant 31,335 27,661 27,661 31,512
Rate $9.8442 $10.31 $10.00 $10.83
Total Request $308,468 $285,179 $276,498 $341,249
HB 04-1320 Supplemental Adjustment ($37,966) $0 $0 $0
SB 05-112 Supplemental Adjustment FY 04-05 $0 $54,000 $0 $0
OSPB Budget Amendment FY 05-06, December 4, 2004 $0 $0 $62,881 $0
Common Policy Adjustment $0 $0 ($2,722) $0
Adjustment to match Appropriation $0 $0 ($200) $0
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Line Item: Capitol Complex Leased Space FY 03-04 F94-05 FY 05-06 FY 06-07 Base Request
Final Appropriation/Request $270,502  $339,179] $336,457 $341,249

COMMERCIAL LEASED SPACE

This line item was established in FY 03-04, as pérthe transfer of the Early and Periodic Screeniggnosis, and Treatment
program (EPSDT) and staff from the Department of ieudkealth and Environment via the Long Bill, SB 0382 At the Joint
Budget Committee’s request, the Department subthétenemo on March 3, 2003, identifying the fisoca¢ds for the Department to
administer the Early and Periodic Screening, Diagn@nd Treatment administration program insteathefDepartment of Public
Health and Environment. One of the identified negds commercial leased space. The appropriationdao for 600 square feet at
$22 per square foot in downtown commercial leapede.

In late FY 02-03, after other funding had been appated, the Department moved into new space & Tarant Street. Once the
Department moved into the new building, workspaes ¥ound for the new program staff within the ajppiated Capitol Complex
Leased Space, at no additional cost. ThereforeDépartment did not pursue the rental of commetesased space. Supplemental
Request #S-8 was submitted on January 2, 2004twonréhe appropriation, and was approved by thatJdudget Committee.
Funding in FY 03-04 was reduced to $0 via SuppldaidBill HB 04-1320. For FY 04-05 there was no aggiation for this line
item.

Due to the effects of the Medicare Modernizatiort At2003 the Department required additional stgffand associated space to
house the employees. Therefore, for FY 05-06 ¢aéslature appropriated $36,278 with 50% federaicméhrough the Long Bill
(SB 05-209) to house 15 temporary staff workingl@Medicare Modernization Act of 2003 implemerati The Tobacco Tax bill
(HB 05-1262) further increased this funding to pdev434 square feet of work space for the emplay@es total FY 05-06
appropriation was for $45,826.

The FY 05-06 estimate reflects additional fundingoagated with two 1331 Emergency Supplementals fan$4,400 authorized by
the State Controller Office on June 21, 2005 to/jol® space for the additional FTE contained in title Bhe other for $24,955 is to
house temporary staff working at the Colorado Bimdflanagement System emergency call center wtgcbourt ordered and
authorized by the State Controller Office on Seften?20, 2005.

For FY 06-07, the Department’s request is for $Q2Q,6tal funding as shown in the table below. Tikislue to the removal of
$36,278 in one time funding for the temporary ergpls working on the Medicare Modernization Act 802. This amount is offset
slightly due to the out-year effects of the Tobadex implementation which results in an increase h#%$2 for an additional 66
square feet of space to house additional staff.
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. . General Cash Federal
Line Item: Commercial Leased Space Total Funds Funds
Fund Funds
Exempt
FY 04-05 Final Appropriation $0 $0 $0 $0
FY 05-06 Long Bill (SB 05-209) One time Funding fdMA $36,278 $18,139 $0 $18,139
HB 05-1262 Tobacco Tax Bill One Time Funding $9,548 $0 $4,774 $4,774
FY 05-06 Final Appropriation $45,826| $18,139 $4,774) $22,913
Removal of One time Funding for MMA ($36,278)| ($18,139) $0| ($18,139)
HB 05-1262 Out year Funding $1,452 $0 $726 $726
FY 06-07 Base Request $11,000 $0 $5,500 $5,500

TRANSFER TO DEPARTMENT OF HUMAN SERVICES FOR RELATED ADMINSTRATION

The Department of Health Care Policy and Financiag & Shared Services Agreement with the Departofddtiman Services to
support 1.0 FTE to staff the Information TechnologypHeesk for the Baby Care/Kids Care Program. In(2¥03, Decision Item
#11 was approved to transfer 3.0 FTE from the Departnof Human Services to the Department of HealdneCQPolicy and
Financing. This request was cost neutral and wagsponse to the June 2001 State Auditor's Offiegitavhich recommended
improvements in the management of Medicaid longnteare community clients involved in the Single rRoint system. Effective
July 1, 2002, 1.0 FTE remains at the Department agh&tu Services, staffing the Information TechnologypHgesk for the Baby
Care/Kids Care Program. The FY 03-04 Long Bill, SB258, appropriated $58,303 for this line item. TH¢ 04-05 request
(November 3, 2003) was initially $58,303. HowevearMarch 2004, the Department of Human Servicesffigially requested an
additional $16,261 to accommodate salary and POgi®ases. The FY 04-05 Long Bill, HB 04-1422, appeipd $74,564 for this
line item. This amount remained the same for FY065-

The Department of Human Services has stated thdincation funding of $74,564 is requested for FY-006 The table below
shows the history of appropriations for the line.

Line Item: Transfer to the Department of Human FY 06-07

. . : FY 02-03 FY 03-04 FY 04-05 FY 05-06 Base
Services for Related Administration Request
General Fund $29,152 $29,152 $37,282 $37,282| $37,282
Federal Funds $29,151 $29,151 $37,282 $37,282| $37,282
Appropriation/Request: Total Funds $58,303 $58,303 $74,564 $74,564| $74,564
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Inquiries related to the FY 06-07 base requesttifits FTE should be directed to the Department of HurBarvices. The
corresponding appropriation in the Department ofndn Services budget can be found under Office fufrimation Technology
Services, Personal Services.

MEDICAID MANAGEMENT INFORMATION SYSTEM CONTRACT

The Medicaid Management Information System is nallgrmecognized as an automated claim, capitati@tgssing and reporting
system. In Colorado, the Medicaid Management mfdron system processes or adjudicates claims apithtions based on edits
that determine payment or payment denial. Warrargsproduced by the State based on the informafectronically transmitted
from the Medicaid Management Information System.e Btate competitively bids this function, and hastacted with Affiliated
Computer Services (formerly Consultec, Inc.) tofgen as the State’s “fiscal agent” for the openasi@f the Medicaid Management
Information System. Affiliated Computer Servicesghn operations effective December 1, 1998 underea-year contract with the
possibility of five optional years. The Departmdras negotiated for all of the option years, so dbetract continues through
November 30, 2006. Federal regulations requiré réygrocurment of the contract be completed by Ddssr 1, 2006. However,
reprocurement work activities are progressing sfowhe Department will most likely need to extend ttontract with the current
fiscal agent to July 1, 2007.

The Medicaid Management Information System Coniraetitem covers costs for running claims throulgé processing system and
for certain administrative functions contractedthe fiscal agent. The dollars paid to providerheélth services are appropriated
separately in the Medicaid Services Premiums LoifiggBup. Monies for the claims processing inaud

* General Fund for regular Medicaid claims

» Cash Funds Exempt for Old Age Pension State Me#icairam claims

» Cash Funds Exempt for Breast and Cervical Cancetregd claims with funds from the Tobacco Litigati®ettlement Fund

* Nurse Home Visitor Program claims (as Cash Fundsmipkeransferred from the Department of Public Headind

Environment. Also including funding from the Tobaddbgation Settlement Fund)

* Children’s Basic Health Plan funding as Cash FuExkmpt to assist in support of the fixed price cacttr

e Cash Funds Exempt from the Colorado Autism Treatrfrant and,

e Cash Funds Exempt from the Health Care Expansion &utibrized by HB 05-1262.

Claims processing expenditures for School Healim are funded with 100% federal funds that aréchea with certified local
public expenditures. Postage expenditures refegt General Fund and 50% federal funds. Pharmaoy guthorization reviews
are approved for 50% federal financial participatiwith the State match from General Fund, but Wddgsh Funds Exempt for the
expanded programs funded by the Health Care Expafsind. Programming changes, called, “Developroasts,” are funded at
either 75% federal financial participation or 90&aléral financial participation if approved by tleeléral Centers for Medicare and
Medicaid Services.
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Beginning March 1, 2004, the Medicaid Managemerforination System contract was converted to a fixete contract.
(Previously, each work activity in the contract vimlted separately.) For one fixed amount, thetiat covers all claims processing,
provider enrollment and notification, as well asstiprior authorization reviews and system chandesstage costs are actual costs
that are not contained in the fixed contract amoureview of specifically identified pharmacy pregtions are not contained in this
fixed contract amount.

The Tobacco Tax Bill, HB 05-1262, contributed a sigiaifit amount of funding to the Medicaid Managemeafdrmation System
Contract. A portion of this funding in FY 05-06 svdor one-time Development Costs and other one-finehases including
additional centralized processing unit disk spacettie Decision Support System. Most of the fugdiras for claims processing or
pharmacy prior authorization reviews that begaRYn05-06 but continue in FY 06-07.

Please see the following table for an extensiveneitiation of past appropriations as well as tive6-07 base request.

HISTORY OF APPROPRIATIONS
MEDICAID MANAGEMENT INFORMATION SYSTEM

Fiscal Year 02-03

Prior year beginning amount $17,592,499
Remove HB 02-1370 Supplemental from Previous Year ($90,329)
Remove First-Year Impact of Dental Loan Repaymdéh0$-164 ($1,744)
Remove First-Year Impact of Dental Hygiene HB 0BA2 ($27,383)
Remove One-Year Impact of Enrollment in Medicaid Sigexd Care HB 01-1343 ($24,8Q00)
Remove Breast and Cervical Cancer Prevention aratrient One-Time Developments Costs

SB 01S2-012 ($89,280)
Annualize Dental Loan Repayment SB 01-164 $1,648
Annualize Dental Hygiene HB 01-1282 $10,941
Annualize Breast and Cervical Cancer PreventionTardtment Program SB 01S2-012 $1,295
FY 02-03 Base with Annualizations of FY 01-02 Ledagtion Included $17,372,847
HB 02-1420 approved Budget Amendment #1 titled "Maid Management Information System Contract

Adjustment" submitted January 2, 2002 for FY 0ZfDthe amount of $951,612 to cover additional ckim

processing $951,612
Total FY 02-03 Long Bill Appropriation HB 02-1420 $18,324,459
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HISTORY OF APPROPRIATIONS
MEDICAID MANAGEMENT INFORMATION SYSTEM

FY 02-03 funding was increased for Development £tmt Consumer Directed Care for the Elderly

through Special Bill HB 02-1039 $73,408
4% Budget Balance Reduction as approved by SB @3{#0implementing administrative efficiencies ($38L7)
Increase to achieve Budget Balancing savings ifvtbéical Services Premiums line item: Prior

Authorization Reviews for High Risk Classes of Dsy@ngoing Costs) approved by Supplemental Bill|SB

03-203 $24,300
Increase to achieve Budget Balancing savings itviéeical Services Premiums line item: Prior

Authorization Reviews for High Risk Classes of Dsyfevelopment Costs) approved by Supplemental

Bill SB 03-203 $20,000
Increase to achieve Budget Balancing savings itvidgical Services Premiums line item: 8-Drug Limit

Therapeutic Consultation Prior Authorization revig@mgoing Costs) approved by SB 03-203 $654,200
Increase to achieve Budget Balancing savings itMiddical Services Premiums line item: 8-Drug Limif

Therapeutic Consultation (One-time Development Gegiproved by SB 03-203 (Program was later

terminated and the funding removed.) $25,000
The Federal Mandate for Medicaid Managed Care Pnodoa$109,978 was added, as requested by

Supplemental Request #S-11 titled "Conform to Falddandate for Medicaid Managed Care Program’

submitted January 2, 2003, approved by SB 03-203 $109,978
Supplemental Request, #NP-S6, submitted Janu@03, for Nurse Home Visitor funds from the

Department of Public Health and Environment as Diualent Costs added $124,000 per SB 03-258 Add-

On Section $124,000

FY 02-03 Final Appropriated Amount $18,473,928
FY 03-04

Before Adjustments $18,473,928
Remove One-Time Costs of Nurse Home Visitor Prog&03-258 (#NP-S6, January 2, 2003) ($124,000)
Remove One-Time Costs of High Risk Classes of DER$3-203 ($20,000)
Remove One-Time Costs of 8-Drug Limit Therapeutic 1@&&ling Program SB 03-258 ($25,000)
Annual 8-Drug Limit Therapeutic Consultation (in &duhal to $654,201 in base) SB 03-203 $1,962,699
Add Claims Processing Ongoing Costs for Nurse Hvis#or Program SB 03-258 per the Department |of

Health and Environment's Figure Setting, March ®32@age 95 $9,388
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HISTORY OF APPROPRIATIONS
MEDICAID MANAGEMENT INFORMATION SYSTEM

Add Development Costs for changing the co-paymerduants of Medicaid clients to save on Medical

Services Premiums of $85,000 per the Departmeigfigd-Setting, March 13, page 55; SB 03-258 $85,000
Annualize Consumer Directed Care for the Elderlyadditional Development Costs per HB 02-1039
fiscal note $36,704

Resulting Long Bill for FY 03-04

$20,398,619

Add Generic Drugs Mandate Prior Authorization Rev{©ngoing Costs) as specified in the fiscal note

—

SB 03-011 $521,222
Add One-Time Development Costs for Mail Order Priggioms - SB 03-011 $12,500
Add Claims Processing Savings Impact for Mail Ordezscriptions 3 Month Refills (refilled less

frequently than when filled locally, resulting ievier pharmacy claims processed) SB 03-011 (916,
Add Development Costs to Update Prescription DruigsEdr Prior Authorization Reviews - SB 03-294 $200
Add Ongoing Costs for Prior Authorization ReviewRyescription Drugs - SB 03-294 $18,2
FY 03-04 Long Bill Plus Special Legislation $20,954,360
Supplemental Request #S-5, submitted January 2, 206chnical Corrections for Funding the Medicaid

Management Information System" to Move OrthodoRti@r Authorization Reviews Funding from

Medical Services Premiums line item to Medicaid Bigement Information Systems Contract line item|via

HB 04-1320 $96,220
Supplemental Request #S-5, submitted January 2, 206chnical Corrections for Funding the Medicaid

Management Information System" to Add AdditionaéBst and Cervical Cancer Claims Funding via HB

04-1320 $839
Supplemental Request #S-5, submitted January 2, 206chnical Corrections for Funding of the

Medicaid Management Information System" to add Rak of 4% Budget Balancing from FY 02-03 as

agreed with Affiliated Computer Services via HB 10320 $48,000
Remove Unused Portion of Funding for TherapeuticrSeling (8-Drug Limit) Program HB 04-1320 ($2,1300
Resulting FY 03-04 Funding After Supplemental BilHB 04-1320 $18,961,320
FY 04-05

Before Adjustments $18,961,320
Remove Development Costs for Change Client Cop8y835258 ($85,000)
Remove Development Costs for Mail Order Prescn#iSB 03-011 ($12,500)

Page M-43

206)

25



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND MIEMNG; FY 06-07 BUDGET REQUEST,; ASSUMPTIONS AND@AIATIONS

HISTORY OF APPROPRIATIONS
MEDICAID MANAGEMENT INFORMATION SYSTEM

Remove Development Costs for Consumer Directed foatde Elderly (HB 02-1039) ($110,112)
Annualization of Generic Drug Prior Authorizatio@W®ew - SB 03-011 $521,223
Annualization of Drug Prior Authorization RevieveB 03-294 $6,075
Annualization of Federal Mandate for Managed Ca&epplemental Request #S-13 submitted January 29,

2002 $10,022
Remove Balance of Funding for Therapeutic Coungdhrogram ($478,700)
Remove Funding to Support Separate line item callealth Insurance Portability and AccountabilitytAg

of 1996 (HIPAA) Web Portal Implementation - JBC Reunendation ($160,000)

Budget Amendment #BAS-1, submitted January 23, 2000dd "Maintenance Funding for the Health
Insurance Portability and Accountability Act of B3@ompliance in the Fiscal Agent Base Contract”
sought remediation to the Medicaid Management médion System (page BAS.1-6) $1,414,344

Budget Amendment #BAS-1, submitted January 23, 2000dd "Maintenance Funding for the Health
Insurance Portability and Accountability Act of B3@ompliance in the Fiscal Agent Base Contract'eadd
maintenance for Decision Support System of Busitdgects America in the Medicaid Management

Information System (page BAS.1-6) $196,326
Resulting FY 04-05 Appropriation in Long Bill HB 04-1422 $20,262,998
HB 04-1219 added Claims Processing for Communityditeon for Elderly, Blind, and Disabled Clients 20
Supplemental Request #S-4, Submitted January 3, 2@led "Fiscal Agent Adjustments” to add One-

Time Funding for continued Bulletin Board Services appropriated in SB 05-112 $14,357
Supplemental Request #S-4, Submitted January 3, Zfléd "Fiscal Agent Adjustments” to add funding

for Fixed Price and appropriated in SB 05-112 $1,236,648

Supplemental Request #S-5, Submitted January 3, 2ifled "Fiscal Agent Adjustments” to include
funding for billing delayed from prior year for HMA remediation in Medicaid Management Information

System and appropriated in SB 05-112 $469,740
FY 04-05 Final Appropriation $21,983,967
FY 05-06

Before Adjustments $21,983,967
Remove One-Time Funding for delayed HIPAA Billing ($469,740)
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HISTORY OF APPROPRIATIONS
MEDICAID MANAGEMENT INFORMATION SYSTEM

Remove One-Time Funding for Bulletin Board Servit&Y 04-05 ($14,357)
Remove Development Costs for Updates to Drug Primhorization Reviews - SB 03-294 ($20,00
Add Claims Processing for Children with Autism - 88-177 $3,098
Add Prior Authorization Reviews for Children withufism - SB 04-177 $2,220
Add Development Costs for Children with Autism - 88177 $122,500
Annualize Claims Processing for Community Transit®ervices for the Elderly, Blind, and DisabledB H

04-1219 $76
Add Development Costs for Community Transition Ssgsifor the Elderly, Blind, and Disabled - HB 04-

1219 $75,000
Add Adjustment for School Based Health Claims amiested in Supplemental Request #S-4, Submitted

January 3, 2005 $8,073
Adjust Old Age Pension Claims as requested in Supehtal Request #S-4, Submitted January 3, 2005 8,984)
Add Funding for Non-Specified Claims in Fixed Praerequested in Supplemental Request #S-4,

Submitted January 3, 2005 $780,884
JBC Action to add $244 to Medicaid Management Imi@tion System as make up for Shorted Funding|in

Supplemental Bill 05-112 $244
JBC Action to reduce Pharmacy Prior Authorizatie@views by $272,761 as an Offset to One-Time

Funding for Development Costs for the Medicare Madsmtion Act ($272,761)
JBC Action to add $73,279 One-Time Funding for Depeient Costs for the Medicare Modernization Act $73,279
Add $44,450 One-Time Development Costs for SubstAhcese Treatment as Authorized by HB 05-10(15 $44
FY 05-06 Appropriation in Long Bill SB 05-209 $22,268,047
Add One-Time Cost for Central Processing Unit Disir&ge for Decision Support System per Tobacco

Tax Bill, HB 05-1262 $43,000
Add Central Processing Disk Storage for the DruggBription Card System per Tobacco Tax Bill, HB 05-

1262 $18,000
Add Claims Processing for Additional Caseload Assted with the Tobacco Tax Bill, HB 05-1262 $685,4
Additional Pharmacy Prior Authorization Reviews Assted with Caseload Associated with the Tobagco

Tax Bill, HB 05-1262 $38,568
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HISTORY OF APPROPRIATIONS
MEDICAID MANAGEMENT INFORMATION SYSTEM

Add One-Time Development Cost for Treatment of OgesiiB 05-1066 (Contingent on receiving gifts

and grants to cover) $31,750
Add Pharmacy Prior Authorization Reviews for Treathof Obesity - HB 05-1066 (Contingent on

receiving gifts and grants to cover) $5,795
Add One-Time Development Costs for Consumer DireCtae - HB 05-1243 $170,688
FY 05-06 Total Appropriated Long Bill Plus SpecialBills $23,261,268
FY 06-07

Before Adjustments $23,261,268
Remove One-Time Funding for Disk Storage for Decissoipport System - HB 05-1262 ($43,000)
Annualize Pharmacy Prior Authorization ReviewsTobacco Tax Bill - HB 05-1262 $18,136
Annualize Claims Processing for Tobacco Tax Bill — 6881262 $322,551
Annualize Pharmacy Prior Authorization ReviewsToeatment of Obesity - HB 05-1243 $5,794
Remove One-Time Development Costs for Children witkism - SB 04-177 ($122,500)
Remove One-Time Development Costs for Community Tiians for Elderly, Blind, and Disabled - HB

04-1219 ($75,000)
Remove One-Time Development Costs for Medicare Madation Act funded by JBC Recommendatio ($73,279)
Remove One-Time Development Costs for SubstanceeAbresatment - authorized by HB 05-1015 but

appropriated in Long Bill SB 05-09 ($44,450)
Remove One-Time Development Costs for Consumer @deCare - HB 05-1243 ($170,688)
Remove One-Time Development Costs for Treatment esp- HB 05-1066 ($31,750)
FY 06-07 Base Request $23,047,082
General Fund $5,572,025
Cash Funds Exempt $611,540
Federal Funds $16,863,517

MMIS REPROCUREMENT

The current contract with Affiliated Computer Seesgthe fiscal agent for the Medicaid Managemefarination System Contract,
expires November 30, 2006. The federal Centerdiedicare and Medicaid Services is requiring that ¢bntract be reprocured.
The reprocurement process is vital to the Departrbectuse the selected fiscal agent will operateMbdicaid Management
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Information System over three to eight years thatriew contract will be in effect. This line itemvers funding for a contracted
consultant to oversee the following functions: Isguthe Request for Proposals, evaluation of pralsoseceived leading to the
selection of the contracted fiscal agent, transifiom the previous contracted fiscal agent toribes contracted fiscal agent, and
other enhancements agreed upon with the new coedréiscal agent. Oversight by a contracted cdastiis necessary to insure that
this process is completed in an efficient, quatignner.

If the current fiscal agent, Affiliated Computerrees, is reselected, the transition could be deted by FY 06-07 year end. If
another fiscal agent is selected, the transitiocgsses will take longer and may extend into FXO8.7-

A Supplemental and Budget Amendment Request, #AE&2, submitted January 3, 2005, titled “Medicaidhhgement Information
System Federally-Mandated Reprocurement,” adjusteding splits from the original funding requestedthe 1331 Request
submitted May 21, 2004. Approval for FY 04-05 veahieved by the Supplemental Bill, SB 05-112. Appt for FY 05-06 was
achieved through the Long Bill, SB 05-209. FY 06-BZ@se Request represents the expected out-yearctimgdaunding for
reprocurement of the Medicaid Management Infornmatgystem is usually at 75% federal financial pgéton. However, the
federal Centers for Medicare and Medicaid Servioesasionally approve funding at 90% federal finahgarticipation for
enhancements to the system. In this instanceP#partment did receive approval from the CentersMedicare and Medicaid
Services for partial funding of enhancements at 9@%ih regular reprocurement work activities apf@®d for 75% federal financial
participation. The Department is submitting a Diecisltem that reflects the combination of 90% ar&orfederal financial
participation.

The Cash Funds Exempt portion of the funding is ftbenChildren’s Basic Health Plan Trust Fund. Medicantributes 97% of the
costs, and the Children’s Basic Health Plan coateéb 3% of the total costs. These 97% and 3% coitiits derive from other
projects in the Department where the same percestafjcontributions have been used historicallghsas the current Medicaid
Management Information System Contract that prasesapitation payments for the Children’s Basiclthe@lan. The funding split
for the Children’s Basic Health Plan amount is 36&sh Funds Exempt and 65% federal financial paatiiop.

Funding history and Base Request for FY 06-07t@ line item follows.

HISTORY OF APPROPRIATIONS
MEDICAID MANAGEMENT INFORMATION SYSTEM REPROCUREMEN T

Fiscal Year Total Funds General Fund Cash Funds Exept Federal Funds
FY 04-05 $642,600 $146,481 $6,747 $489,372
FY 05-06 $579,600 $132,120 $6,086 $441,394
FY 06-07 $327,600 $74,677 $3,440 $249,483
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HIPAA IMPLEMENTATION CONTRACT COSTS

This line item was created in FY 02-03 as the restilFY 02-03 Budget Amendment #3B (HIPAA Implemdiaa), submitted
January 24, 2002. The intent of this line item wafund the implementation of the HIPAA Privacy ahdnsaction and Code Sets
rules upon completion of a feasibility study. Th¥ B2-03 Long Bill appropriation was $11,530,545. eTRrivacy Rule was
implemented on April 14, 2003. The FY 02-03 appiaton was revised through SB 03-203 with a reductf $3,250,330 total
funds. This occurred via a Joint Budget Committetsoa on January 22, 2003 and FY 03-04 Figure &gitpage 57, March 13,
2003), that related to contract costs associatédimiplementation of the HIPAA Transaction and C&d¢ rules. Based on the Joint
Budget Committee recommendation these expenditnegse delayed from FY 02-03 to FY 03-04 becauseféderally required
effective date during the FY 03-04 was October2l®)3. Another adjustment in SB 03-203 resultechfupplemental #S-9/BA-5
that was submitted on January 2, 2003 for FY 02-0Bis supplemental approved the capture of reviseding splits based upon a
federally approved Advanced Planning Document asdlted in a reduction of $1,492,248 for the Gdriewad and $2,973 for the
Cash Funds Exempt, as well as an increase of $22P%) federal funds.

The FY 03-04 Long Bill Appropriation for this lineem was $4,835,784. Additionally, $3,339,021 tdtaids were rolled forward
from FY 02-03, of which $323,885 were General Fiieémpt, $35,060 were Cash Funds Exempt, and $2,980veve federal
funds. This rollforward was associated with the AWPTransaction and Code Set Rule for the Medicaichdggement Information
System remediation contract. On September 4, 26@3epartment also submitted a 1331 EmergencylS&ueptal Request for FY
02-03 for unencumbered contractual funds. ThetIimlget Committee approved an increase of $1,882t8tal funds with the
passage of Supplemental Bill HB 04-1320. Thesedumere to finance the Web Portal Implementatioa,Riecision Support System
licenses, and the operation of a dual operatintesys$or providers for the first six months of thecal year. This was necessary to
ensure the completion of the federally mandatediSaetion and Code Set rule by October 16, 2003.

No funding for FY 04-05 was requested, althougl®a6$662 rollforward from FY 03-04 was approved. Tieldren’s Basic Health
Plan Trust Fund contributed 3% or $18,500 of thesed$, with $6,475 being Cash Funds Exempt and gideing Title XIX federal
funds. The remaining 97% of these funds, or $598,&s Medicaid administrative funding. The purpofthe rollforward was to
allow completion of the Web Portal development,,ahdrefore, the rollforward funding was includedthe FY 04-05 estimate for
the Web Portal Implementation line item. Ongomgintenance funding for the Web Portal with HIPA@mpliant functionality
became a separate line item in FY 04-05, as didr@gdule Implementation, another HIPAA requirerneee separate discussions
of these two line items. No funding was requesteappropriated in FY 05-06.

No new funding is requested for FY 06-07. Refethi chart below for historical fiscal activitiessaciated with this line item. The
Cash Funds Exempt amounts are related to the ChisdBasic Health Plan.
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Line Item: HIPAA Implementation Contract Costs FY 02-03 FY 03-04

Total Funds - Long Bill $11,530,545 $4,835,784*
General Fund $2,753,374 $733,295
Cash Funds Exempt $180,967 $52,218
Federal Funds $8,596,204 $4,050,271
SB 03-203 - Reduction FY 02-03, restored FY 03-04 $3,250,330 $0

General Fund ($315,282) $0

Cash Funds Exempt ($34,129) $0

Federal Funds ($2,900,919 $0

SB 03-203 Fund Splits Adjustment from #S-9, #BA-5 $0 $0

General Fund ($1,492,248 $0

Cash Funds Exempt ($2,973) $0

Federal Funds $1,495,221 $0

Revised Appropriation (subtotal) $8,280,215 $4,835,784
General Funds $945,844, $733,295
Cash Funds Exempt $143,865 $52,218
Federal Funds $7,190,50 $4,050,271
Rollforward from FY 02-03 to FY 03-04 ($3,339,021 $3,339,021
General Fund ($323,885) $0

General Fund Exempt $0 $323,885
Cash Funds Exempt ($35,060) $35,060
Federal Funds ($2,980,076 $2,980,076
1331 Emergency Supplemental - Approved by HB 04-182 $0 $1,832,300
General Funds $0 $212,478
Cash Funds Exempt $0 $31,717
Federal Funds $0 $1,588,105

The Revised Appropriation of $4,835,784 total funellects the FY 03-04 Long Bill appropriation, withe restoration of $3,250,330 that was reduceelin

02-03.
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HIPAA IMPLEMENTATION CENTRAL STATE APPROPRIATIONS

This new line item in FY 02-03 was the result of 6X-03 Budget Amendment #3B, HIPAA Implementatiamraitted January 24,
2002. For FY 02-03, the total Long Bill appropigat for this line item was $2,214,057, which inaddda one-time estimated
expenditure for the Privacy and Transaction and Cels rules as follows: $752,000 for Independenidstion and Verification

Contracting; $1,245,500 for Quality Assurance Cacttr (transferred to the Office of Innovation ahetchnology); $117,500 for
Privacy Standards Contractor; $74,057 for the Ryiv@fficer/Project Manager; and $25,000 for a Rrwdraining Coordinator

(transferred to the Office of State Planning andidgaiing). For FY 02-03, the weighted average fngdiplit was apportioned at
97% Medicaid with a 50% federal match rate, andf@¥n the Children’s Basic Health Plan with a 65%d®ml match rate.

Further, in FY 02-03, a supplemental adjustmenpfBmental #S-9 submitted January 2, 2003) to SBABtransferred the Privacy
Officer to the HIPAA Implementation Staffing Codise item, and adjusted the funding splits basednup federally approved
Advanced Planning Document. The final FY 02-03 appation was $2,182,257 total funds.

For FY 03-04, $662,500 in total funds was apprdpdan the Long Bill (SB 03-258) for the SecuritylR Feasibility Study per
Figure Setting dated March 13, 2003, page 59. hef#662,500 total funds, $450,000 was designatetHéalth Care Policy and
Financing, and $212,500 for other departments. $4&0,000 for Health Care Policy and Financing wppodioned at 97%
Medicaid with a 75% federal match rate and 3% Caiits Health Plan Plus with a 65% federal matck.radh addition, $731,041
total funds associated with the HIPAA Transactiod @ode Set Rule for the Governor’s Office of Innibwa and Technology, the
HIPAA Independent Validation and Verification caadtor, and the Quality Assurance contractor welleddorward from FY 02-03.

The Governor's Office of Innovation and Technologyhielh oversaw the implementation of the Independéalidation and
Verification contract for the Transaction and Cods Bule, submitted a 1331 Emergency Supplementalié&dor FY 03-04 on
August 8, 2003 titled “FY 04 Emergency Supplemen@fice of Innovation and Technology (OIT), HIPAA IM&” The request
was for additional funds related to expenses suscprafessional services, legal support, office,reninters and other unforeseen
expenditures. These costs had initially been fundeBY 02-03 but were reverted. The Joint Budgem@uttee approved the
Emergency Supplemental Request and increasedrthigdim by $115,991 total funds through HB 04-13R86,Supplemental Bill.

Upon recommendation by the Joint Budget Committbe, Department submitted a 1331 Emergency Supplan&squest on
September 4, 2003 for $230,500 total funds to cetepghe User Acceptance Testing of the TransactidrCame Set Rule in FY 03-
04. These funds had been reverted in FY 02-03egswvilere unencumbered at the end of the fiscal y&hais emergency request was
necessary in order to ensure the timely complaifdhe federally mandated Transaction and Codeubebry October 16, 2003. The
General Assembly appropriated these funds via HRIRD.

In FY 03-04 the funding for this line item was redd to $967,789 by a late supplemental request-FNE February 13, 2004
“Finalize Fund Splits for HIPAA Feasibility StudyGentral State Appropriation”. This funding was agyed in the Add-On section
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of the FY 04-05 Long Bill, HB 04-1422. No fundifgr FY 04-05 and FY 05-6 was requested, and trer®irequest for FY 06-07.
The chart below summarizes the funding for this iieen. The Cash Funds Exempt amounts are relatéoet&€hildren’s Basic

Health Plan.

Line Item: HIPAA Implementation Central State Appro priations FY 02-03 FY 03-04
Long Bill (Base Request) $2,214,057, $662,500
General Fund $520,407 $321,625
Cash Funds Exempt $46,351 $4,725
Federal Funds $1,647,299 $336,150
#S-9 (Revised HIPAA Funding Splits) January 2, 20068ugh SB 03-203 $0 $0
General Fund ($140,816) $0
Cash Funds Exempt ($23,103) $0
Federal Funds $163,919 $0
#S-9 (Transfer of Privacy Officer to Department)uly 2, 2003 through SB 03-203 ($31,800) $0
General Fund ($14,949) $0
Cash Funds Exempt ($666) $0
Federal Funds ($16,185) $0
1331 Emergency Supplemental Request- OIT IV&V Contrdpproved by HB 04-1320 $0 $115,991
General Fund $0 $28,128
Cash Funds Exempt $0 $1,218
Federal Funds $0 $86,645
1331 Emergency Supplemental Request — QA ContrApproved by HB 04-1320 $0 $230,500
General Fund $0 $22,359
Cash Funds Exempt $0 $2,420
Federal Funds $0 $205,721
Late Supplemental — Approved by Add-On to HB 04242 $0 ($41,202)
General Fund $0 $0
Cash Funds Exempt $0 ($575)
Federal Funds $0 ($40,627)
Total Appropriations* $2,182,257 $967,789
General Fund $364,642 $372,112
Cash Funds Exempt $22,582 $7,788
Federal Funds (includes rollforward if applicable) $1,795,033 $587,889

*Does not include the rollforward $731,041 from B2-03 to FY 03-04
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PAYMENT ERROR RATE MEASUREMENT PROJECT

This is a new line item in FY 05-06. The federal Ioyper Payments Information Act of 2002 requiresDiepartment to conduct an
annual review of those Medicaid services that maysbsceptible to significant erroneous paymentgstomate the amount of
improper payments made, and to report on thosenasts. The Payment Error Rate Measurement Projent rissponse to the
Improper Payments Act of 2002 and is the culmimatbthree separate federal pilot programs colletyireferred to as the Payment
Accuracy Measurement Projects. The Departmentdgyaated in the Payment Accuracy Measurement Priojeet for federal Fiscal
Year 03-04 and was awarded a Payment Error Rateuvirasnt pilot grant on September 29, 2004 fromQhkaters for Medicare
and Medicaid services for the federal Fiscal Ye&0B. This project focused on both fee-for-senaoel managed care claims in
Medicaid and the Children’s Basic Health Plan amadpced state specific payment error estimatege@sired by the Centers for
Medicare and Medicaid Services and the Impropenteay Information Act of 2002.

Under the proposed rules for the Payment Error Rigasurement Project (final federal regulations esemated to be issued in
2006) the Department is required to report imprgpeyment estimates to the Centers for Medicare Medicaid Services. An
improper payment is defined by the federal Imprdpayments Information Act of 2002 as “any paymeatienthat should not have
been made or that was made in an incorrect amaghiding overpayments and underpayments”, and tdes$ any payment to an
ineligible recipient; any payment for an ineligibdervice; any duplicate payment; payments for sesvinot received; and any
payment that does not account for credit for ajpplie discounts.” To determine such errors, the &sribr Medicare and Medicaid
Services anticipate a need for an annual sampée dibetween 800 and 1200 claims each for Mediaam the Children’s Basic
Health Plan. The Department is required to submsarapling plan to the Centers for Medicare and khadi Services for approval
prior to beginning the sampling. The Departmense of RAT-STATS, a statistical audit tool in usela tederal Office of Audit
Services, for determining this sample size was amat. This is to assure that the payment errorisatathin +/- 3% of the true
population error rate at a 95% confidence intergdéderal requirement.

The Payment Error Rate Measurement Project requattsepartment oversight and a contractor to perfire statistical sampling
and error calculations on a yearly basis. Cons#tyea request for proposals was issued by theaBeynt in FY 04-05 and the
contract was awarded to Navigant Consulting. Atiporof the cost of this contract was assumed teegge savings as corrective
actions are taken to reduce payment errors. ribisknown if the program will cause the cost ofvgmes to increase or decrease or
stay the same. However, if insufficient recoveaes received to cover administrative costs, alsapgntal request will be made.

Under the proposed federal rules, the Departmestreguired to begin the full Payment Error Rate Meament Project on October
1, 2005, the start of the federal fiscal year. €fme, the Department submitted a FY 05-06 Stanmh@&lBudget Amendment
Request (January 24, 2005, #BA-4, “Federally ReguPayment Error Rate Measurement Project”), rempgeinding for this line

item in the amount of $1,171,632 for nine monthsaritractor costs to perform the statistical sangpéind error calculations for the
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Payment Error Rate Measurement Project and was ypgted through SB 05-209 Long Bill. In FY 06-Qfie annualized request
amount is $1,562,176 ($1,171,632 divided by 9 menthltiplied by 12 months=$1,562,176) for this fiedly mandated program.

MEDICARE MODERNIZATION ACT OF 2003 COLORADO BENEFITS MAMGEMENT SYSTEM DEVELOPMENT COSTS
Congress passed Public Law 108-173, the Medicagcpption drug, Improvement and Modernization Alcat was signed into law,
December 2003. This Act caused the implementatiqurescription drug coverage for clients of Medeancluding dual eligible
people who also have previously had drug coveragemuMedicaid. The implementation date will be dagul, 2006. In order for
Colorado Medicaid to identify the dual eligibleasits who had their drug coverage converted to Medjdhe Department requested
the Colorado Benefits Management System to chamggrgmming code for the system screens and morgblgrts. This line item
was the funding for the development work necessatlye Colorado Benefits Management System andfevasne year only, FY 05-
06. The funding splits are detailed in the chalbweThere is no request for FY 06-07.

Fiscal Year Total Funds General Fund Federal Funds
FY 05-06 $488,000 $244,000 $244,000

HIPAA WEB PORTAL MAINTENANCE

This line item was first established for FY 04-0Buring FY 03-04, the Health Insurance Portabilihda@ccountability (HIPAA)

web portal development and implementation was ectdd to an outside vendor, CGI Information Systemd Management
Consultants, Inc. (effective September 30, 2004, Idgal name for CGI Information Systems and Mansgeg Consultants, Inc.
became CGI-AMS Inc.). Related expenditures weid gr@ough the Health Insurance Portability and dwaability Act of 1996

(HIPAA) Implementation Contract Costs line item.

This infrastructure serves the Department’s Inteamet Intranet web sites and provides an applicdtorclaims to be submitted to
the Medicaid Management Information System. Usdgth appropriate security clearance can also Imkhe Colorado Benefits
Management System web page from the Departmentisrgeweb site. Specific reports and files (sushckim responses for
medical providers) are also transmitted from Adfiid Computer Services, Inc., the Department’sifiagent. It is important to note,
however, that the contract with CGI-AMS, Inc. ftwetweb portal maintenance is completely independénand has no legal or
financial connection with, Affiliated Computer Sares, Inc.

The initial funding for the Web Portal as a sepataie item was requested by Budget Amendment #BASuPmitted January 23,
2004, in the amount of $312,900. The request wpsoapd, and funding appeared in Long Bill HB 04-242

A rollforward from FY 03-04 to FY 04-05 taken frorthe Health Insurance Portability and Accountabilgt of 1996
Implementation Contract Costs line item resultedoital funding in FY 04-05 of $929,562 ($312,906nfr the Long Bill, HB 04-
1422, plus $616,662 rollforward). During FY 05-@6e funding for this line item was $312,900 appiated through the Long Bill,
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SB 05-209. A rollforward from FY 04-05 to FY 05-@6r $20,605 also occurred. The FY 06-07 Base Redadsr continuation
funding of $312,900. Expenditures for this linegige a 75% federal match.

HIPAA SECURITY RULE IMPLEMENTATION

This line item was requested by a late Change Reg¢iN2-S19, submitted January 22, 2004. The requastfor $196,350 in FY
03-04. During Figure Setting on March 9, 2004 @p44), the amount was reduced to $125,600, ancetuimdFY 04-05. Funding
for disaster recovery, policy planning and proceduwriting were not approved. These work activitiese recommended to be
handled by departmental staff rather than outsisféractors. First-time funding in the amount o2%600 was established in the FY
04-05 Long Bill, HB 04-1422, and included a seoésdministrative, technical, and physical secupitycedures for HIPAA-covered
entities to use in order to assure confidentialftglectronic protected health information. Corapte with the HIPAA Security Rule
was implemented on April 18, 2005.

During FY 04-05, several computer and security ises/were purchased for the security rule impleatent. These items had
higher costs for initial purchases, followed by &wveosts for ongoing licensing fees for software security services needed for new
employees. Since implementation was completedvi®405, the Department entered into maintenancdenio FY 05-06 because
the HIPAA rules require permanent continuationhaf $ecurity measures. Funding in FY 05-06 for armgganaintenance costs equal
$11,290 and was moved into Operating Expenddss same arrangement is expected to continue imefytears. Therefore, there is
no request for separate funding for FY 06-07.

MEDICAL IDENTIFICATION CARDS

Historically, Medicaid eligibility was automaticgltied to cash assistance provided through the Depat of Human Services. Prior
to September 2003, each Medicaid recipient or famvks mailed a monthly Medicaid Authorization Caodreflect eligibility for
Medicaid. The client would present this authorattard to medical providers when services werglsouWith the implementation
of Electronic Benefits Transfer Service by the Daparit of Human Services, pursuant to HB 95-1144) essistance eligibility and
Medicaid eligibility were separated. At that timgroduction and mailing of Medicaid cards became tasponsibility of the
Department of Health Care Policy and Financing.

The old monthly Medicaid Authorization Card guaraaté¢he client’s eligibility to receive Medicaid kedits for the month indicated
on the card. The client's Medicaid Authorizationr€Cavas presented to the medical provider as préd¥iedicaid eligibility.
Providers relied on Medicaid clients having thisdcavith them when requesting services and wouldjnagés, refuse to provide
services if the client could not present the caritha@ time that medical services were rendered. HY003-04, Change Request #BRI-
2 was submitted November 1, 2002 to implement a pegess to produce the card. This new processstedsof a plastic card
being issued to all eligible clients and reissuely evhen replacements were needed or new clierdarbe eligible. This procedure
was implemented for FY 03-04 as authorized in tHe€)B-04 Long Bill, SB 03-258. Based on this changedical providers are now
required to verify Medicaid eligibility electronilta after viewing the client’s plastic card. Thisw identification card reduced the

Page M-54



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND MIEMNG; FY 06-07 BUDGET REQUEST,; ASSUMPTIONS AND@AIATIONS

Department’s liability from a one-month guarantéeslagibility to only the exact periods of eligildy. The new card also allowed
clients to move on and off covered programs withreagiving a new card each time.

In the past, Medicaid cards were produced on ahpesehold basis as defined by the federal defmitb what constitutes a
household. Families could have up to four cligamisted on a card, but most had just a single thena card. For example, a mother
and two children would have appeared on the samik disabled clients received their own cardspetéhey lived with others who
were also Medicaid eligible. The result of the “a@@d per household” was that not every clientivecea card. In FY 99-00, the
ratio of the number of cards to the number of ¢iemas 69%. By FY 00-01, it had increased to ye&rPo, and was projected to be
74% in FY 01-02. This statistic was referred tdhes“household ratio.” The percentage of 74% waased forward for future years’
calculations.

As previously stated, the Department began usiagtigl cards that were considered to be more dumality 03-04. The new cards,
termed “Medical Identification Cards” instead of &dlical Authorization Cards”, were initially produtdor every client with
Medicaid and Old Age Pension State Medical Progegibility. These plastic identification cards grermanent for each client, and
are to be used when the client is eligible for Madi programs or the Old Age Pension State Medicagjiram. Only cards for new
clients and replacement cards for clients who Hasetheir previous cards are now produced. Edielmtcreceives his or her own
card. By reducing the need for continual reprigtof the cards, fewer total cards are produced. |@wer frequency of production
results in overall cost savings.

Old Age Pension State Medical Program clients relways received Medicaid Authorization Cards. Heere in past years, no
specific funds were provided to pay for the producof these cards. Beginning in FY 03-04, CashdsuExempt for the Old Age
Pension State Medical Program’s clients was redt&at the appropriation. The amount of Cash Funasript needed is recalculated
each year based on the projected caseload for @dPension State Medical Program clients. Sinesetltlients are not Medicaid
eligible, no federal match is available for theseds.

The history of the appropriation for this line itemas follows. Decision Item #9, submitted Novembg 2000, titled “Medical
Authorization Card (MAC) Adjustment” requested $1888L additional funding. Budget Amendment #2, sitifeth January 2, 2001,
titted “Delinking Medicaid and Temporary Assistanfie Needy Families (TANF) Eligibility Requirementséquested $18,868
additional funding for Medicaid Authorization Carddong with additional funding for other line item Common Policy Figure
Setting, March 7, 2001, added $34,028 for the Gari@overnment Computer Center. The total requedtYo01-02 was $1,122,300
(Figure Setting, March 15, 2001, page 99), and #émabunt was appropriated in Long Bill, SB 01-212upplemental Request #5,
submitted January 2, 2002, titled “Inflation Incseafor Medicaid Authorization Card Production,” uegted $71,416 additional
funding. However, a $65,842 increase was appréome&Y 01-02 in Supplemental Bill HB 02-1370, resug in a final FY 01-02
appropriation of $1,188,142.
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For FY 02-03, the $65,842 Supplemental amount wascarried forward from the prior year, reducing theginning amount to
$1,122,300. Per Figure Setting, March 11, 2008e[&0, $6,442 additional funding was requesteddod production by the General
Government Computer Center and included in the Baspiest of $1,128,742. Decision Item #2, subohitevember 1, 2001, and
titled “Inflation Increase for Medicaid Authorizati Card Protection” requested $204,027 additiomadling for FY 02-03. The total
increase for the General Government Computer Ceasewell as card stock and postage would havdtedsin $1,332,769 new
appropriation (see page 80 in Figure Setting ofddrl, 2002). However, after a reduction of $9,G6%he requested increase by
Joint Budget Committee when Figure Setting wasdl fithee appropriation for FY 02-03 was $1,323,100eftected in the FY 02-03
Long Bill HB 02-1420. Supplemental Request #Stmsitted January 2, 2003, titled “Increase for Madi Authorization Card
Production,” requested $27,501 to be added for EY0O® and that amount was approved with the passk§epplemental Bill SB
03-203. The total appropriation for FY 02-03 was3$50,601.

The supplemental amount of $27,501 from FY 02-03 watscarried forward for FY 03-04, reducing the ineghg amount to
$1,323,100. Per Figure Setting, March 11, 2008e#i, an increase of $10,312 for the General Govent Computer Center was
requested and included in the Base Request of $4,83. Base Reduction Item, #BRI-2, submitted Maver 1, 2002, titled “New
Medical Identification Card Process,” requestedtaltreduction of $487,371 based on plans to cdneea durable card. The
resulting Long Bill appropriation was $846,041 fo¥ 03-04 per SB 03-258. In FY 03-04, funding oD$b6 Cash Funds Exempt
was approved for the production and mailing of sda Old Age Pension State Medical Program cliers8 03-022 transferred
administration of the Old Age Pension Health andiidal Care Fund to the Department, and the funtbnghe cards was converted
to Cash Funds. No Supplemental request was madeYf03-04.

In FY 03-04, the old paper authorization cards wemeluced for July and August. The new plastic tifieation cards were put into
use beginning in September 2003. Since the pladtictification cards were used for the durationFdf 04-05, funding needs
decreased for FY 04-05. FY 04-05 Base Reductiem,t#BRI-1, submitted November 3, 2003, titled “Ren of Medical
Identification Cards” requested a reduction of $818. However, on recommendation of the Joint Badgommittee staff, that
amount was modified to a reduction of $490,440lkmaafor a higher caseload and more replacemerdscésee page 49 in Figure
Setting March 9, 2004). The result was $355,60raymul in the FY 04-05 Long Bill, HB 04-1422. Howeya large reversion
occurred in FY 04-05 showing that the level of fungdwas still too high.

A request of $355,601 was made for FY 05-06. Haweduring Figure Setting on March 15, 2005, padetbe amount was
increased by $6,984 to allow for an increased caskelresulting in a total amount of $362,585 per05Y06 Long Bill, SB 05-209. A
Special Bill, the Tobacco Tax Bill, HB 05-1262, signi@to law on June 2, 2005, added $21,131 fromvalynereated Cash Fund
called the Health Care Expansion Fund with Cashd&lxempt and federal matching funds for FY 05-06.

Annualization of HB 05-1262 reduces FY 06-07 furdiy a total of $563, resulting in a Base RequasEl 06-07 of $383,123.

Page M-56



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND MIEMNG; FY 06-07 BUDGET REQUEST,; ASSUMPTIONS AND@AIATIONS

See the chart below for the appropriation histarythis line item. The line is funded with Gendfahd or Cash Funds Exempt and
matching federal funds, with the exception of tlaeds for the Old Age Pension State Medical Progcients who receive cards
funded entirely with State Cash Funds with no fableratch.

Medical Identification Cards (formerly known as Medicaid Authorization Cards)
Cash
Fiscal Total Cash Funds Federal
Year Bill Funds General Fund| Funds Exempt Funds
Final Appropriation for FY 01-02 $1,188,142 $594,071 $0 $0| $594,071
FY 02-03 | HB 02-1370 Supplemental Not Carried Fodvar ($65,842) ($32,921) $0 $0| ($32,921)
Begin FY 02-03 $1,122,300 $561,150 $0 $0| $561,150
Increase for General Government Computer
Center (GGCC) Costs for Cards $6,442 $3,221 $0 $0 $3,221
Base Request for FY 02-03 (matches Schedule 3
submitted November 1, 2000) $1,128,742 $564,371 $0 $0| $564,371
DI-2 Submitted November 1, 2001 $204,027 $102,013 $0 $0| $102,014
Total Funding Request FY 02-03 (including
GGCC and DI-2) per Figure Setting $1,332,769 $666,384 $0 $0| $666,385
Total Reduction to Requested Increase by Joint
Budget Committee after Figure Setting ($9,669) ($4,834) $0 $0| ($4,835)
HB 02-1420 Long Bill $1,323,100 $661,550 $0 $0| $661,550
SB 03-203 Supplemental Bill $27,501 $13,751 $0 $0 $13,750
Total for FY 02-03 $1,350,601 $675,301 $0 $0| $675,300
FY 03-04 | Supplemental Not Carried Forward ($27)301 ($13,751) $0 $0| ($13,750)
Begin FY 03-04 $1,323,100 $661,550 $0 $0| $661,550
Increase for General Government Computer
Center (GGCC) Costs for Cards $10,312 $5,156 $0 $0 $5,156
Base Request for FY 03-04 (matches Schedule 3
submitted November 1, 2002) $1,333,412 $666,706 $0 $0| $666,706
BRI-2 Submitted November 1, 2002 ($487,371) ($249,013) $0 $10,656| ($249,014)
SB 03-258 Long Bill $846,04]L $417,693 $0 $10,656| $417,692
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Medical Identification Cards (formerly known as Medicaid Authorization Cards)
Cash

Fiscal Total Cash Funds Federal

Year Bill Funds General Fund| Funds Exempt Funds
SB 03-022, Transfer Old Age Pension Health and
Medical Care Fund $0 $0| $10,656| ($10,656) $0
Total for FY 03-04 $846,041 $417,693 $10,656 $0| $417,692
Base Request for FY 04-05 (matches Schedule 3

FY 04-05 | submitted November 3, 2003) $846,041 $417,693 $10,656 $0| $417,692
BRI-1 Submitted November 3, 2003 but revised
during Figure Setting, March 9, 2004 ($490,440) ($240,651) ($9,139) $0 | ($240,650)
HB 04-1422 Long Bill $355,601 $177,042 $1,517 $0| $177,042
Total for FY 04-05 $355,601 $177,042 $1,517 $0| $177,042
Base Request for FY 05-06 (matches Schedule 3

FY 05-06 | submitted November 1, 2004) $355,601 $177,042] $1,517 $0| $177,042
Revision during Figure Setting, March 15, 2005 984, $3,492 $0 $0 $3,492
SB 05-209 Long Bill $362,58b $180,534) $1,517 $0| $180,534
HB 05-1262, Tobacco Tax Bill $21,131 $0 $0 $10,549] $10,582
Total for FY 05-06 $383,716 $180,534 $1,517 $10,549 $191,116

FY 06-07 | Begin FY 06-07 $383,716 $180,534 $1,517 $10,549] $191,116
Annualization of HB 05-1262, Tobacco Tax Bil (B9 $0 $0 ($302) ($291)
Base Request for FY 06-07 $383,123 $180,534 $1,517 $10,247| $190,825

DEPARTMENT OF PUBLIC HEALTH AND ENVIRONMENT FACILITY SURVEY AND CERTIFICATION

This line item funds the survey and certificationmofrsing facilities, hospices, home health agen@aes Home and Community
Based Services agencies, and pays the Medicaid ghanaintain and operate the Minimum Data Seesysised for nursing facility
case mix reimbursement methodology. Through amdgency Agreement, the Department contracts wehCiapartment of Public
Health and Environment to perform these functiohise federal financial participation rate is 75%.

The FY 02-03 Long Bill (HB 02-1420) appropriation svéor $4,081,464, which incorporated a Joint Budgemmittee staff
recommendation for an increase of $106,793 forguetsservices, operating expenses, and indireds @ove the Department’s
Base Request (see during Figure Setting, MarchOD2,2page 126). HB 02-1457 reduced FY 02-03 fundion the Quality of Care
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Incentive Payment Program and the Resident-Cent®reity Improvement Program by eliminating $89,506l funds, which
supported FTE in the Department of Public Health Bndronment. SB 03-203, the FY 02-03 Supplemenilyl i@stored the earlier
reduction to the Quality of Care Incentive Paymprdgrams and Resident-Centered Quality Improvemstit an increase of
$89,506 total funds. This Supplemental Bill alsdluded a budget reduction of $42,555 from the Dpamt of Public Health and
Environment’s 4% Budget Balancing Reduction (NP-88d NP-S25 for FY 02-03, submitted January 2, 20&8 03-175, Nursing
Home Penalty Cash Fund, replaced $558,514 Genearal Wwith Cash Funds (one time activity), and SB103; Pay Date Shift,
resulted in a reduction of $229,734 total fundsmbich $57,434 was General Fund, and $172,300 wderdéfunds. These bills
resulted in a final FY 02-03 appropriation of $380r5.

The FY 03-04 Long Bill appropriation was $3,698,76®%luding a decrease from the prior year of $116,#h personal services,

operating expenses, and indirect costs, as recodeddny the Joint Budget Committee during FigurdisgtMarch 6, 2003, page
111.

The FY 04-05 Long Bill appropriation (HB 04-1422)sv4,000,636. The change from FY 04-05 was due toaease of $301,877
in indirect costs associated with POTS.

For FY 05-06 Long Bill appropriation was $4,079,1&h increase of $78,525 was due to increases iig?&nd Common Policy
funding based on information received from the Depant of Public Health and Environment.

The FY 06-07 Budget Request by the Department ofi@ttealth and Environment is $4,144,404. The retpe: funds reflect an
increase of $126,767 in the Personal Servicesraticect Costs.

Please see the following tables which reconcitiéDepartment of Public Health and Environment'sidget Request for the FY 02-
03 through FY 06-07.
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: . e ey 05-06 | [ 06-07
Line Item: DPHE Facility Survey and Certification FY 02-03 | FY 03-04 | FY 04-05 e Base
Appropriation Request

Base $3,974,67| $3,809,17] $3,698,75 $4,000,636%4,079,161
General Fund $1,072,73] $500401 $927,34¢ $1,000,288 $1,020,479
Cash Funds $0 $558,514 $0 $0 $0
Federal Funds $2,901,93f $2,750,26( $2,771,41 $3,000,348 $3,058,68p
POTS, Personal Services, and Indirect Adjustment $0 $0 $301,877 $78,525 ($61,524
General Fund $0 $0 $72,939 $20,191  $19,7538
Federal Funds $0 $0 $228,938 $58,334 ($81,277)
JBC Staff Recommendation at Figure Setting - Persai ) I
Services, Operating Expenses angd Indirect gosts $106,79] ($110,416 %0 $78,525 %
General Fund $52,12§ $426,94¢ $0 $20,191 $0
Cash Funds $0 $(558,514 $0 $58,334 $0
Federal Funds $54,664  $21,15( $0 $0 $0
Total POTS, Personal Services and Indirect Adjustmet $0 $0 $0 $0 $126,767
General Fund $0 $0 $0 $0 $36,680
Federal Funds $0 $0 $0 $0 $90,088
Total Funds — Long Bill $4,081,46/ $3,698,75! $4,000,63 $4,079,16] $4,144,404
General Fund $1,124,86( $927,34¢ $1,000,28 $1,020,47{ $1,076,91p
Federal Funds $2,956,60 $2,771,41( $3,000,34 $3,058,68] $3,067,498
Total Funds - HB 02-1457 Reduction ($89,506) $0 $0 $0 $0
General Fund ($22,376 $0 $0 $0 $0
Federal Funds ($67,130 $0 $0 $0 $0
Total Funds - SB 03175 (Nursing Home Penalty Cas $0 $0 $0 $0 $0
Fund)
General Fund ($558,514 $0 $0 $0 $0
Cash Funds $558,51+ $0 $0 $0 $0
Total Funds - SB 03-197 (Pay Date Shift) ($229,734) $0 $0 $0 $0
General Fund ($57,434 $0 $0 $0 $0
Federal Funds ($172,300 $0 $0 $0 $0
Total Funds — SB 03-203 (Supplemental - Budget ($48B55 $0 $0 $0 $0
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| N . Fy os-06 | Y 0607
Line Item: DPHE Facility Survey and Certification FY 02-03 | FY 03-04 | FY 04-05 e Base
Appropriation
Request
Reductions)
General Fund ($8,511 $0 $0 $0 $0
Federal Funds ($34,044 $0 $0 $0 $0
Total Funds — SB 03-203 (Technical Correction) Related $89,50¢ $0 $0 $0 $0
to HCPF Budget Amendment, #NP-23 January 24, 2003
General Fund $22,37¢ $0 $0 $0 $0
Federal Funds $67,13( $0 $0 $0 $0
Total Funds — Appropriation/Request $3,809,17! $3,698,75{ $4,000,636 $4,079,161 $4,144,404
General Fund $500,40] $927,34¢ $1,000,288  $1,020,479 $1,076,911
Cash Funds $558,514 $0 $0 $0 $0
Federal Funds $2,750,26( $2,771,41( $3,000,348  $3,058,682 $3,067,493
DPHE Facility Survey and Certification
POTS, Personal Services, and Indirect Adjustment Tall Funds General Fund Federal Funds
Performance Based Pay $102,158 $29,559 $72,599
Health/Life/Dental $163,533 $47,318 $116,215
Short Term Disability $4,130 $1,195 $2,935
Amortization Equalization $19,988 $5,783 $14,205
Vehicle Lease $15,475 $5,3685 $10,11(
Personal Services $3,177,406 $919,37( $2,258,036
Operating Expenses $225,763 $68,321 $157,442
Indirect Costs $435,951] $( $435,951
Total POTS, Personal Services, and Indirect Adjustrant $4,144,404 $1,076,911 $3,067,493

ACUTE CARE UTILIZATION REVIEW

Acute care utilization review includes performingop authorization and post payment reviews forcHped services to determine
medical necessity and appropriateness for thesécesr These reviews result in cost avoidance asdveries of payments to
providers. History of appropriations for this liiem is as follows.
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For FY 03-04, the Acute Care Utilization Review batlline received an increase of $7,222 of whic/8® was Cash Funds Exempt
and $5,416 was federal funds associated with tleadrand Cervical Cancer Prevention and Treatmergrdém. This was per

annualization of SB 01S2-12 pertaining to Prior#artzation Reviews for this program. With this egriation increase, the FY 03-
04 Long Bill, SB 03-258, Acute Care Utilization Rew line item is $1,309,826 in total funds. Thearas no change in total to the
base amount for FY 04-05.

The Tobacco Tax Bill, HB 05-1262, added $8,560 thtatls to the base amount for additional prior atgabdion reviews for low
income adults and children, funded through the tHe@lare Expansion Fund with Cash Funds Exempt andrdedinancial
participation. The total FY 05-06 amount is $1,388,

For FY 06-07, Tobacco Tax funding is annualized bgiragl $57,520 Cash Funds Exempt, or $1,375,906 totaling to the Base
Request. The additional Tobacco Tax funding was dgauliin Table 4 of the 1331 Supplemental Requesthfiieal Correction to
Adjust Appropriations for HB 05-1262", submittedn&u3, 2005.

Line Item: Acute Care Utilization Review FY 03-04 FY 04-05 FY 05-06 FY 06-07

Prior Year Appropriation $1,302,604 $1,309,826 $1,309,826  $1,318,386§
General Fund $342,529 $342,529 $342,529 $342,529
Cash Funds Exempt $1,093 $2,899 $2,899 $5,039
Federal Funds $958,892 $964,398 $964,398 $970,818
Annualization of SB 01S2-12 (Prior Authorization

Reviews) $7,222 $0 $0 $0
Cash Funds Exempt $1,806 $0 $0 $0
Federal Funds $5,416 $0 $0 $0
Tobacco Tax Bill - HB 05-1262 $0 $0 $8,560 $57,520
Cash Funds Exempt (Health Care Expansion Fund) $0 $0 $2,140 $14,380
Federal Funds $0 $0 $6,420 $43,140
Final Appropriation/Request $1,309,826 $1,309,826  $1,318,386 $1,375,906
General Fund $342,539 $342,529 $342,529 $344,703
Cash Funds Exempt $2,899 $2,899 $5,039 $17,245
Federal Funds $964,398 $964,398 $970,818 $1,013,958
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LONG-TERM CARE UTILIZATION REVIEW

The long-term care utilization review scope of worGludes performing prior authorization for certaigrvices to determine medical
necessity and appropriateness for these servidé®se reviews result in cost avoidance of highemappropriate payments to
providers. In addition, the Single Entry Point gantors perform pre-admission screening for Medicdients seeking admittance to
nursing facilities and home and community based-@mm care programs, as well as annual contintadrsviews of these clients.
Some of the reviews for long-term care programsegeired by federal regulations.

The Single Entry Point agencies and other contragienform the following functions with funding frothis line item:
e Uniform Long Term Care 100.2 Form (ULTC 100.2) sceeen

* Pre-Admission Screening and Annual Resident Reviews

» Hospital Back-Up Program approvals;

* Children’s Extensive Support Waiver expedited regew

» Ability to return home (versus remaining in a nagshome) screens;

» Private Duty Nursing approvals;

» Data Management; and,

» Training of Case Managers.

Dual Diagnosis Management (DDM) is another contratitat maintains a long term care database arfdrpes prior authorization
reviews for long term care clients. The resultshef prior authorization reviews are transmittecttetmically to the Department’s
fiscal agent. Dual Diagnosis Management also casdieviews for the Pre-Admission Screening and AhriResident Review
Program (PASAAR).

The final FY 03-04 appropriation in the Long BillB®3-258, for the Long-Term Care Utilization Reviéne item was $1,668,108
total funds. The FY 04-05 appropriation, and the #5¢¥06 Base Request was for continuation fundiognfiFY 03-04. However,
Tobacco Tax Bill, HB 05-1262, added $76,858 totaldfsito the line item for FY 05-06, with $38,429 B&sinds Exempt from the
Health Care Expansion Fund and $38,429 matchingdediends. Tobacco Tax funds allow the eliminatidnttee wait list for
Children’s Extensive Support Waiver. HB 05-1262iadds continue at the same level into FY 06-07.

FY 06-07 Base
Line Item: Long-Term Care Utilization Review FY 03-04 FY 04-05 FY 05-06 Request
Tobacco Tax Bill, HB 05-1262 $0 $0 $76,858 $76,858
Cash Funds Exempt $0 $0 $38,429 $38,429
Federal Funds $0 $0 $38,429 $38,429
Final Appropriation/Request $1,668,108 $1,668,108 $1,744,966 $1,744,966
General Fund $598,813 $598,813 $598,813 $598,813
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FY 06-07 Base
Line Item: Long-Term Care Utilization Review FY 03-04 FY 04-05 FY 05-06 Request
Cash Funds Exempt $0 $0 $38,429 $38,429
Federal Funds $1,069,295 $1,069,295 $1,107,724 $1,107,724

EXTERNAL QUALITY REVIEW

Health Services Advisory Group, Inc., the contradir this line item, validates performance imprment projects (PIP) and

performance measures for managed care organizag@ith plans, collects performance measures fefoleservice physicians, and

provides an annual report of the year’s activiied recommendations. The Department, through thegreattquality review contract,

began requiring both existing and new physiciansaiee their credentials verified and updated etlerge years, with approximately
one third of all physicians credentialed annuatisotigh this ongoing process. This credentialing@se can also reveal potential
problems requiring investigation. An internal pltygn monitoring process has been implemented termate if medical licenses

have been revoked or suspended, or sanctions agaiyscians have been enacted. If such actiam physician regulatory boards
have been recommended, the Department staff sggigester actions which may include terminatiorMedicaid participation. The

guality review contractor researches informatiothis process.

The External Quality Review FY 03-04 appropriationswg812,193, with 75% federal financial participatiaue to FY 03-04
November 1, 2002 Change Request #BRI-3. The apptmpr has remained the same amount since FY 02u40d,the FY 06-07
Base Request is for continuation funding.

Line Item: External Quality Review FY 03-04 FY 0405 FY 05-06 FY 06-07 Base Request
Total Funds - Long Bill $812,193 $812,193 $812,193 $812,193
General Fund at 25% $203,048  $203,048 $203,048 $203,048
Federal Funds at 75% $609,145 $609,145 $609,145 $609,145

DRUG UTILIZATION REVIEW

42 Code of Federal Regulations, 8456.703, reqtiaiseach state have a drug utilization review fionc The purpose of the Drug
Utilization Review program is to improve the qualief pharmaceutical care by ensuring that predongt are appropriate and
medically necessary, and are not likely to resuladverse medical effects. Programs must conkistospective and retrospective
drug use reviews, the application of explicit ptedained standards, and an educational program.

The appropriation for this line item was $233,02% (#3-04 November 1, 2002 Change Request #BRI-8iétails) effective July 1,
2003. During the 2003 legislative session, twéshiicreased funding in FY 03-04 for the Drug Witiion Review line item. SB 03-
011, regarding Prescription Drugs under Medicaidréased the line item base appropriation by $800t0tal funds, of which
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$75,000 were General Fund and $225,000 were fediendls. In addition, SB 03-294, regarding Drug &eb, Discounts and
Management, increased the line item appropriatyp$80,000 total funds, of which $20,000 were GenEtend and $60,000 were
federal funds. This funding is authorized to caorttdf@r a professional medical evaluation of the tmeféective drug classes for
implementation of the drug utilization review.

The FY 04-05 Base Request continued these amoumtse allocation for SB 03-294 did not change, butF¥i 04-05, the
appropriation for SB 03-011 annualized to $600,t@al funds with an incremental increase of $300,@@@al funds to encourage use
of generic prescriptions as much as possible. AguRY 04-05, the number of drugs requiring priothauization reviews by the
fiscal agent increased. Consequently, the fiagaht for the Medicaid Management Information Sys@ontract needed additional
funding to cover future pharmacy prior authorizatreviews.

A Supplemental Request, #S-10, submitted on Jar®)d905 requested a partial reduction in the 7&8eral financial participation.
This was because pharmacy prior authorization revieme approved for 50% federal financial particgaby the federal Centers for
Medicare and Medicaid Services. This funding shidis accomplished by the Supplemental Bill, SB 08-1The final appropriation
for FY 04-05 was $648,025.

A pharmacy utilization plan has been implementeghiases. The purpose of the plan is to limit dossgeed on federal Drug

Administration guidelines, drug manufacturer guigie$, and to recommend less expensive alternatescpptions when available.

Phase |, effective December 15, 2003, developedr @uthorization reviews for certain sleeping ager# non-steroid, anti-

inflammatory, short-term pain medication, certami-anigraine products, and certain anti-nauseayetsd Phase Il, effective March
4, 2004, included certain atypical antipsychotiwgp narcotic pain medications and COX-2 pain infoikls. Phase Ill, effective

February 2005, was for two asthma treatment druagstlaree skin infection drugs for which less expenslternative prescriptions

exist. Cost savings occur when less expensivenalterprescriptions are used. The Department sulanméport on the Pharmacy
Utilization plan to the Health and Human Servicesmnittee in the General Assembly each year to @pithet drugs covered and the
cost savings achieved.

The Long Bill for FY 05-06, SB 05-209, continued tt@mbination of the two functions within the linem, with funding for the
traditional drug utilization review functions at%5ederal funds participation and the fiscal ageidr authorization review functions
at 50% federal financial participation.

The FY 06-07 Base Request is for continuation ofséimae level of funding as was appropriated in FN06%t $648,025 total.

See the table below for the details for the contimneof required functions.
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Combination of Functions for Drug Utilization Review Total Funds General Fund Federal Funds

Drug Utilization Review through contracts and reskaf other state

programs, drug treatment, therapies, cost compaaswarious

therapies, determining appropriate pricing and asesell as written

codes and educational topics. 75% federal findupaidicipation. $383,025 $95,756 $287,269
Additional Pharmacy Prior Authorization Reviewsthg fiscal agent.

50% federal financial participation. $265,000 $132,500 $132,500
Total FY 06-07 Base Request $648,025 $228,256 $419,769
The following table details the history of this litem appropriation.

FY 06-07 Base
Line Item: Drug Utilization Review FY 03-04 FY 0405 FY 05-06 Request

Starting Base $233,025 $613,025  $648,025 $648,025
General Fund $58,256 $153,256) $228,256 $228,256
Federal Funds $174,769 $459,769  $419,769 $419,769
SB 03-011 - Prescription Drugs Under Medicaid $600, $300,000 $0 $0
General Fund $75,000 $75,000 $0 $0
Federal Funds $225,000 $225,000 $0 $0
SB 03-294 - Drug Rebates, Discounts and Management  $80,000 $0 $0 $0
General Fund $20,000 $0 $0 $0
Federal Funds $60,000 $0 $0 $0
Supplemental #S-10 - approved by SB 05-112 $0 ($265,000) $0 $0
General Fund $0 $0 $0 $0
Federal Funds $0 ($265,000) $0 $0
Final Appropriation/Request $613,025 $648,025  $648,025 $648,025
General Fund $153,256 $228,256) $228,256 $228,256
Federal Funds $459,769 $419,769  $419,769 $419,769
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MENTAL HEALTH EXTERNAL QUALITY REVIEW

The Department conducts federally-required extegnality review activities that receive 75% feddnmaancial participation. Section
456.1 of the 42 Code of Federal Regulations reguiaestatewide program of control of the utilizatiof all Medicaid services”.
Section 438.350 requires that either the statendtxdernal Quality Review Organization (EQRO) valeltte performance measures,
performance improvement projects, and regulatiompi@nce of all contracted managed care organizatend prepaid inpatient
health plans. This line item is specific to met@lth services.

The Department’s responsibility for the Mental Hedfixternal Quality Review program began in FY 04-@5ior to the passage of
HB 04-1265, the Department of Human Services mahdfedicaid mental health programs, including theekxal Quality Review
Organization for mental health. HB 04-1265 transi@ this responsibility to the Department of Hedltare Policy and Financing as
well as the funding for the External Quality Revi€wganization to the Medicaid Mental Health Commyri#rograms-Program
Administration line item. SB 05-112 establisheds2562,807 appropriation for Mental Health Externala@y Review in the
Executive Director’s Office Long Bill group for FY4005, transferring it from the Medicaid Mental HbaCommunity Programs-
Program Administration line item. The amount wasdabon historical costs.

The Department contracts with an External Qualityi®evOrganization to perform the services listedvaoThe following table
shows the appropriation history of this line itegweell as the FY 06-07 Base Request.

Line Item: Mental Health External Quality Review FY 03-04 FY 04-05 FY 05-06 FY 06-07 Reques]
General Fund at 25% $0 $88,202 $88,202 $88,202
Federal Funds at 75% $0 $264,605 $264,605 $264,605
Total Funds - Long Bill* $0 $352,807 $352,807 $352,807

*Does not include rollforward of $30,000 from FY-05 to FY 05-06

MENTAL HEALTH ACTUARIAL SERVICES

This one-time appropriation in the FY 04-05 Add-@eteon of SB 05-209 funded an actuarial certificatof the 3.25% rate increase
in the FY 05-06 Medicaid Mental Health Capitatioas® Payments. Actuarial certification was requicedhe Centers for Medicare
and Medicaid Services to approve the rates foStiaée to receive 50% federal funding. The projest wompleted during FY 04-05.
No funds were requested subsequently.
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Line Item: Mental Health Actuarial Services FY 0405 FY 05-06 FY 06-07 Base Request
Total Funds - Long Bill $25,000 $0 $0
General Fund at 50% $12,500 $0 $0
Federal Funds at 50% $12,500 $0 $0

ACTUARIAL ANALYSIS PAYMENTS FOR TRANSFER TO THE STATE AUDITOR'®FFICE

This one-time appropriation funds an actuarial eatadun to be coordinated by the Office of the Statelitor during FY 05-06. The
Office of the State Auditor has begun the procesgather background and statistical informatiomfithe Department as well as the
Division of Mental Health within the Departmentidfiman Services. The Office of the State Auditor plaminvolve the Department
and the Department of Human Services in reviewamiment on the scope of work in the Request fop&sal and on the scope of
additional work the Office of the State Auditor migelect to do to supplement the work of the oetsidntractor. The Office of the
State Auditor selects the outside contractor follmna bid solicitation process and manages theativevaluation. The funds are
transferred to the Office of the State Auditor @siCFunds Exempt. The project should be completedgdbeY 05-06. No funds are
requested for FY 06-07.

Line Item: Actuarial Analysis Payments for Transfe to the State FY 06-07 Base
Auditor’s Office FY 05-06 Request
General Fund at 50% $50,000 $0
Federal Funds at 50% $50,000 $0
Total Funds - Long Bill $100,000 $0

EARLY AND PERIODIC SCREENING, DIAGNOSIS, AND TREATMENTPROGRAM

The Department is required to ensure the continuedsgion of the federally mandated Early and Ped@&treening, Diagnosis, and

Treatment Program services of outreach and casegear@nt in a manner that is consistent with fede@llations as specified in 42

CFR 441.50-441.61. These outreach and case managsemegices are aimed at the promotion of hedith,prevention of disease,

and improved access to health care services ahdlgdout may not be limited to:

1) Contacting eligible clients to provide in-depth Emation of the program and its importance;

2) Offering assistance and information to eligiblents, helping to overcome barriers which might idgaccess to services;

3) Clarifying the role of primary care providers, det#, and the managed care/prepaid health pladsiding health maintenance
organizations;

4) Emphasizing the client’s obligation to maintain ilkage between the child/youth and the primaregarysician;

5) Maintaining periodic contact, as needed and feasikith the client to encourage the utilizatiorsefvices needed or promoted by
referrals and assisting with referrals as needed;
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6) Contacting clients not currently receiving assistamunder the “Colorado Works Act” to inform them thie possibility of
continued eligibility for Medicaid;

7) Initiating collaborative activities with other ctiirelated health and social services agenciesesalrces within each county and
referring Early and Periodic Screening, Diagnosis, @reatment clients as needed to those agenciegsoarces; and,

8) In selected counties, services provided by theeawtr and case managers shall include assistartt¢heiprogram and managed
care information process, including referral to &meollment broker at the time of application foedlicaid in local social service
agencies and presumptive eligibility sites.

Prior to FY 03-04, administration of the Early andriBdic Screening, Diagnosis and Treatment Prograas twoused at the
Department of Public Health and Environment. In GX03, $3,058,718 was appropriated in the Long @iB 02-1420) to the

Department of Public Health and Environment for time item. During FY 02-03, the Department of Fublealth and Environment
proposed budget reductions in the amount of $3B3f82 the Early and Periodic Screening, Diagnoaigl Treatment Program
appropriated through SB 03-203. Additionally, SB1®7 reduced the appropriation by $23,632 forpidng date shift between fiscal
years. The final appropriation for FY 02-03 was/®4,758.

Action by the Joint Budget Committee during the 20@gislative Session transferred the Early andoEariScreening, Diagnosis,
and Treatment Program management to the Departniedealth Care Policy and Financing. Funding forefipositions was
appropriated to the Department to manage the pmagrdihese positions are located in the Executivedres Office, Personal
Services Long Bill line. The funding for medicahgees provided under the Early and Periodic Scregrdiagnosis, and Treatment
Program remain in the Medical Services Premiunes lilfhe administrative and outreach services ameftitvy this line item and no
funds are transferred to the Department of Pubkalth and Environment. Services are provided byraoted staff at the county
level, primarily county health department stafff nay include other local outreach providers suxlthe Northwest Visiting Nurses
Association.

In the FY 03-04 Long Bill (SB 03-258), $2,624,222svappropriated for the Early and Periodic Screerggnosis and Treatment
Program. A Supplemental Request (#NP-S21) was isidohon February 4, 2004 to reduce the appropnato the identified
funding needs of the Department. The final appatjom for FY 03-04, adjusted by HB 04-1422, wasi$8,383. This appropriation
continued into FY 04-05 through the Long Bill, HB-Q422 and into FY 05-06 through the Long Bill, 88-209. The request for
FY 06-07 is a continuation of the final FY 05-O6pagpriation level of $2,468,383, which is split#1% federal funds and 50%
General Fund.

The following table details the appropriation higtand Departmental responsibility for the Early &=ttiodic Screening, Diagnosis
and Treatment Program.
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Line ltem: Early and Periodic Screening FY 06-07
. . ’ FY 01-02 FY 02-03 FY 03-04 FY 04-05 FY 05-06 Base
Diagnosis, and Treatment Program Request

Department Responsible for Administration DPHE DPHE HCPF HCPF HCPF HCPF
Prior Year Final Appropriation/Request $3,084,350| 8,078,818 $2,721,758 $2,468,383 $2,468,383| $2,468,383
Joint Budget Committee Action during Figure $0 ($20,100) $0 $0 $0 $0
Setting
Savings from program transfer back to the $0 $0 ($97,536) $0 $0 $0
Department of Health Care Policy and Financing
Long Bill $3,084,350 $3,058,718 $2,624,222 $2,468,383 $2,468,383 $0
HB 02-1370 Supplemental ($5,532) $0 $0 $0 $0 $0
SB 03-197 Pay Date Shift $0 ($23,632) $0 $0 $0 $0
SB 03-203 Budget Balancing $0 ($313,328) $0 $0 $0 $0
HB 04-1422 Long Bill Add-On (Supplemental $0 $0| ($155,839) $0 $0 $0
#NP-S21)
Final Appropriation/Request $3,078,818 $2,721,758 $2,468,383 $2,468,383 $2,468,383 $2,468,383

NURSING FACILITY AUDITS

The Department of Health Care Policy and Financiogtracts with an independent accounting firm todwar audits of nursing
facility cost reports. These audited cost reportsthe basis for setting nursing facility ratesctwer the reasonable and necessary
cost of providing care to Medicaid clients in thézelities, in accordance with State and fedetafuges. The audit services contract
is competitively bid every five years.

During FY 03-04, the Department solicited bids &omnew five-year contract to begin in FY 04-05. H¥04-05 appropriation was
based on the FY 99-00 five-year contract amou®8é4,150. However, the winning bid for the fiveayeontract came in $233,350
higher than appropriated due to increased techaigdit requirements and costs on the part of tigractor. SB 05-112 increased
funding for this program to $1,097,500 (SupplemeR&quest # 6, January 3, 2005) . Fund splitss@eé General Fund and 50%
federal funds for this line. The funding requestRY 06-07 is $1,097,500, the same as the FY 0&gpBopriation.

Line Item: Nursing Facility Audits FY 03-04 FY 04-06 Fy05-06 | ' 26'07 Base
equest
Prior Year Final Appropriation / Request $879,530 $864,150 $1,097,50 $1,097,500
Adjustment to the base for one-time funding for tyear ($15,380 $0 $0 $0
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Line Item: Nursing Facility Audits FY 03-04 FY 04-G6 Fy 05-06 | Y 06-07Base
Request
project ($1,120 +$15,380=$16,500)
SB 05-112 (FY 04-05 Supplemental Bill) $0 $233,350 $0 $0
Supplemental (4% Budget Balancing SB 03-203) $0 $0 $0 $0
Final Appropriation / Request $864,15 $1,097,50 $1,097,50 $1,097,50

HOSPITAL AND FEDERALLY QUALIFIED HEALTH CLINIC AUDITS

The Department contracts with an independent aatitipublic accounting firm to audit cost and ratéadar hospitals, federally
gualified health centers and rural health centbed participate in the Medicaid program, and tcal@lgth reimbursement for
extraordinary out-of-state services. Auditing leéde facilities is federally mandated. Most of hlespital audits are completed from
the Medicare cost report audit and are tailoreMaealicaid requirements. The independent accountmy provides the following
services to the Department: contract review anmdlvarsement, final settlements, rebasing calculatioonsultation and assistance on
cost report interpretation, and meetings with pilews to resolve problems. The annual rates of neiseiment are based on the
results of these audits, and are set to coveretagonable and necessary costs of an efficientiyogpital, federally qualified health
center and rural health center per federal anc $dat.

Audits have produced savings of over $5 milliotMadical Services Premiums in each year with a bageopriation of $250,000 to
perform desk audits of over 200 hospitals and fatlequalified health clinics. The Department bedid the current level of auditing
could be expanded to increase recoveries. Therdfording was increased to $350,000 to include auiidits as part of the program
to provide greater accuracy in identifying actuakts (“Funding for Hospital and Federally Qualifietalth Clinics Audits to
Increase Recoveries”, DI-11, November 11, 2004ep@g11-1). This was based, in part, on the resilts partial site audit that
disallowed $9 in expenses for every $1 of auditsosurred. With the additional funding, the Depeent’s contractor was able to
perform 25 site audits, 7 of which covered hospitaid 18, federally qualified health clinics, irdagn to the regularly scheduled
desk audits previously mentioned. Fund splitstiiss line are 50% General fund and 50% federal $un@ihe Base Request for FY
06-07 is $350,000.

Line Item: Hospital a_nc_j Fede_rally Qualified Health EY 03-04 EY 04-05 EY 05-06 FY 06-07 Base
Clinic Audits Request
Base Appropriation $250,000 $250,000f  $250,000 $350,000
Supplemental Request # 13, January 2, 2002, pdl&3R- $0 $0 $0 $0
Supplemental Request # 11, $0 $0 $100,000 $0
November 1, 2004 (DI-11) pg. G.11-1
Total $250,000 $250,000f  $350,000 $350,000
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DISABILITY DETERMINATION SERVICES

Federal law mandates that disability determinatismsonducted for clients who are eligible for Mxdlil due to a disability. Prior to
July of 2004, the Disability Determination Servide® provided Medicaid funding to the DepartmehHoiman Services to conduct
disability determinations for individuals waitingrfeligibility determination of Supplemental Setyrincome or, if not financially
eligible for Supplemental Security Income, weregmbially eligible for Medicaid due to a disability.

For FY 04-05, a June 7, 2004 Emergency Change Reguass approved by the Joint Budget Committee themsterred the
administration of disability determinations for Meaid eligible persons from the Department of Hunsamvices to the Department
of Health Care Policy and Financing. This Changguest was made official by the implementation of @8112. Specifically,
funding for Medicaid disability determinations isw included in the Department’'s Executive DirectaDffice Long Bill group.
Starting July 1, 2004, client applications receilgdthe counties are now forwarded to the Departroéidealth Care Policy and
Financing and then sent to a contractor for prangssPrior to the transfer of the appropriatiorthie Department, the Joint Budget
Committee incorporated a base reduction of 0.2%2@805 into the Long Bill.

For FY 05-06, the Department requested, and wasopppted $1,163,662 in total funds, of which $8B31, was General Fund, and
$581,831 was federal funds. An additional $10,006otal funds was appropriated with the implemé&ataof SB 04-177, which
authorizes the Children with Autism Waiver programk $5,000 Cash Funds Exempt transfer from the Auti&eatment Fund
(originating from the Tobacco Cash Settlement Fismd)atched with federal funds for disability deterations of autistic clients.

For FY 06-07, the Department is requesting continndunding of $1,173,662 in total funds, of whi$681,831 is General Fund,
$5,000 is Cash Funds Exempt, and $586,831 is fefierds$, for contracting for disability determinatiservices.
History of the appropriation for this line itemas follows:

Department of Health Care Policy and Financing

Fiscal Year/Bill Description Total Funds
FY 04-05, SB 05-112 Supplemental Transfer Program fDepartment of Human Services $1,163,662
FY 05-06, SB 05-209 Long Bill Long Bill Appropriatn $1,163,662
FY 05-06, SB 04-177 Children with Autism Waiver $10,000
FY 05-06 Final Appropriation $1,173,662
FY 06-07 Base Request $1,173,662
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NURSING HOME PREADMISSION AND RESIDENT ASSESSMENTS

This line item funds screenings and reviews mandiajethe federal Omnibus Budget Reconciliation ACtl®87 to determine the
appropriateness of nursing home placements fowithails with major mental illness or developmerdaabilities. The federal
financial participation rate for this activity i$%.

All admissions to nursing facilities with Medicag@rtified beds are subject to preadmission scrgeaid all current residents are
subject to an annual review. The purpose of thesesaments is to ensure that residents receive@ste care and that the
percentage of residents with a major mental illnesdevelopmental disability does not exceed 50%lbpatients in the facility.
This is a federal requirement to receive Medicarttifl

There are two levels of Preadmission Resident Reviefv Level | pre-screening is comprised of a seakquestions related to the
diagnosis of a developmental disability or menlaless. It also explores the use of psychotropedicine in the absence of a
justifiable neurological disorder or diagnosis coeted in the actual text of the ULTC-100.2 (The ULT@O.2 is a form completed
by the Single Entry Point agency to determine thellef care. See Long-Term Care Utilization ReViewf the Level | screening

identifies a mental illness or developmental disgbwith the need for specialized services, a mefieis made to the community
mental health center for a Level Il evaluation. iAdividual with a known diagnosis of depressionyrba diverted from the Level Il

evaluation if he/she is determined to not have pntepression.

Upon diagnosis of a Level Il developmental dis#pilthe client is referred to the Department of HunmServices and community
center boards. Each Level Il client is sent to stede mental health or mental retardation authoasyappropriate, to determine
placement. These extensive evaluations also proemEmmendations to assist the nursing facilitdeneloping an appropriate plan
of care for necessary services and are coordinayethe nursing facility with mental health provider Level Il evaluations to

determine a course of treatment and depressiormnrsitive screenings by mental health centers are tundethe (Preadmission

Screening and Resident Review) line item.

A reassessment is completed annually. In additomelephone review is completed at the time ohiBant changes in the
individual’'s mental health or developmental dis#épstatus. These reviews are categorized asapaxtaluations.

Line Item: Nursing Home Preadmission and FY 06-07
' . FY 01-02 FY 02-03 FY 03-04 FY 04-05 FY 05-06 Base
Resident Assessments Request
Prior Year Final Appropriation $1,042,612| $1,162,705 $918,120, $1,010,040 $1,010,040 $1,010,040
Adjustment to the base for prior year one-time
expenditures $0| ($120,093) $a $0 $0 $0
FY 02-03 Budget Amendment 9A Utilization $0 $82,294 $0 $0 $0 $0
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Line Item: Nursing Home Preadmission and FY 06-07
' . FY 01-02 FY 02-03 FY 03-04 FY 04-05 FY 05-06 Base
Resident Assessments
Request
Increase for Nursing Home Pre-Admission and
Resident Assessments, January 2, 2002 page
CR-151
FY 02-03 Decision Item #10 Pre-Admission
Screening and Annual Resident Review
Utilization Increase, November 1, 2001 page $0 $115,628 $0 $0 %0 %0
CR-122
4% Budget Balancing SB 03-258 $0 $0 $91,920 $0 $0 $0
Long Bill $1,042,6120 $1,240,534 $1,010,040 $1,010,040 $1,010,040 $1,010,040
Supplemental #12 Utilization Increase for
Nursing Home Pre-Admission and Resident
Assessments, January 2, 2002, page CR-151.
JBC Recommendation January 24, 2002 slight $120,093 %0 $0 $0 %0 %0
change to amount, implemented in
Supplemental Bill HB 02-1370
4% Budget Balancing SB 03-203 $0 ($322,414) $0 $0 $0 $0
Total Appropriation/Request $1,162,705  $918,120, $1,010,040 $1,010,040 $1,010,040 $1,010,040
General Fund at 25% $290,6Y6 $229,530, $252,510 $252,510 $252,510  $252,510
Federal Funds at 75% $872,029 $688,590, $757,530, $757,5300 $757,530f $757,530

Until FY 01-02, the Department of Human Servicdslise rates for the Preadmission Screening and &rfResident Reviews. In FY
00-01, the actual expenditures were over $1,350,080that time, the Department of Health Care &oknd Financing became
responsible for managing the preadmission scresrang annual resident reviews at the previous yeppsopriation levels. Rates
for these assessments were reviewed across theistatder to become more consistent. A FY 01-0gp&mental increase was
approved to cover FY 00-01 expenses that were fpad the FY 01-02 appropriation, and to establisivmates to ensure that FY
01-02 expenditures would remain within that newrapgation. The General Assembly approved an irsged $120,093 total funds
(via HB 02-1370 with $30,023 in General Fund an6,8%0 in federal funds), bringing the appropriatiorepproximately the same
level as appropriations in prior years.

For FY 02-03, the General Assembly approved antiatadil $197,922 ($82,294 + $115,628), $49,481 oictvlwas General Fund.
This increase addressed both caseload and the tesvestablished in FY 01-02 which had, overalluoedl expenditures from FY
00-01. In the same year, the Department revisdidalton based on a more complete re-forecastingaseload for each level of
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review. New controls were added to the programe &bmbination of more Department oversight, newgmm controls and the
revised forecast of caseload reallocations resutteevised expenditure forecasts. A new projecti@s developed and submitted for
the 4% Budget Balancing Plan for FY 02-03. Thenested reduction in FY 02-03 was $322,414 total fuf®ll,240,534 less
$918,120 equals $322,414), 75% of which were fédenals.

The 4% Budget Balancing Plan for FY 02-03 also mtej@ growth in the number of Level |, Level Il apdrtial evaluations, with
resulting expenditures to grow by $91,920. Thisease was appropriated in the Long Bill, SB 03-&268Y 03-04, at $1,010,040.

Each year the Department studies the adequacyesf aaud efficiencies in the program by conductingkgmups with the provider

community. A forecast of utilization is developealch June and September to assess trends andgothdjbudget accordingly. For
FY 04-05 and FY 05-06, the forecast has indicateslight shift in the categories of reviews, but tieéal budget amount was
estimated to be adequate. Therefore, the apprigprsatemained static. Based on this, continuedifigndf $1,010,040 for FY 06-07

IS requested.

NURSE AIDE CERTIFICATION

Federal regulations require certification of nuesdes working in any medical facility with Medicaa Medicare patients. The
Department of Regulatory Agencies administers ttognam under an Interagency Agreement with the Dent of Health Care
Policy and Financing and the Department of Pubbalth and Environment. The program is funded froemMledicaid and Medicare
programs. The $14,652 appropriated on this linetlier Department of Regulatory Agencies, DivisionR&gistrations is initially
transferred to the Department of Health Care Pdding Financing, where it is combined with Genermahdrin the Nurse Aide
Certification line to earn the matching federalldd. The federal financial participation rate fois line item is 50%. The entire
sum is then sent back as Cash Funds Exempt tratosttie Department of Regulatory agencies for ajpparient between the
Division of Registrations and the Executive Diredaffice. HB 95-1266 required criminal backgrowiecks on nurse aides. In FY
06-07, the criminal background checks are estimtidoe $14,652. The Department of Regulatory Agenaigsesses and collects
funds from nursing homes and other providers ferdértification of their nurse aides to cover tosts of the criminal background
checks.

For FY 02-03 and FY 03-04, the base appropriatemained constant at $310,330. For FY 04-05, thisumt was reduced by
$12,561 due to a technical adjustment from the Beymt of Health Care Policy and Financing’s Bud@atendment (#BAS-5),
submitted January 23, 2004. This correction red¢ed¢he Department of Health Care Policy and Fimagis request with that of the
Department of Regulatory Agencies’ FY 04-05 BasquRst.

The FY 05-06 appropriation is for $319,098, whickludes adjustments from the FY 04-05 Long Bill aypiation for POTS
increases totaling $21,329. For the FY 06-07 BudRgrjuest, the Department is requesting an apptmpriaf $308,766. This is a
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decrease of $10,332 from the FY 05-06 as refleictéke table below. The tables present the chapgesne item as reported by the

Department of Regulatory Agencies.

FY 06-07
Line Item: Nurse Aide Certification FY 02-03 FY 03-04 FY 04-05 FY 05-06 Base
Request
Base Request $310,33 $310,33 $310,33 $297,76{ $319,098
DORA Adjustment to Nurse Aide Certification - Budge $0 $0 ($12,561 $0 $0
Amendment, #BAS-5, January 23, 2004
POTS Base Adjustments $0 $0 $0 $21,329 ($10,332)
Total Funds — Long Bill Appropriation / Request $310,33 $310,33 $297,76¢ $319,098 $308,766
General Fund $142,32] $142,32] $136,04] $144,89]1 $139,731
Cash Funds Exempt $12,841 $12,844 $12,841 $14,652 $14,652
Federal Funds $155,16! $155,16} $148,88:« $159,549 $154,383
Change in funds for the Nurse Aide Certification Pogram
Nurse Aide Certification Program FY 04-05 FY 05-06 FY 06-07 | Change
Expenditures | Appropriation Base
Request
Personal Services $368,382 $272,382]  $241,903 ($30,479)
Operating $17,538 $19,000 $10,930, ($8,070)
Hearings $12 $100 $0 ($100)
Indirect Costs $217,698 $213,909] $252,497| $38,588
Health/Life $0 $6,143 $14,582 $8,439
Short-term disability $0 $346 $368 $22
Salary Survey/Pay for Performance $0 $6,579 $15,685 $9,106
Worker's Comp $730 $675 $573 ($102)
Legal Services $44,551 $68,000 $58,745  ($9,255)
Administrative Law Judge $0 $1,225 $0| ($1,225)
General Government Computer Center $1,611 $3,426 $1,545| ($1,881)
Risk Management $949 $1,126 $915 ($211)
Hardware/Software Maintenance (DLS) $21,868 $19,682 $0| ($19,682)
IT Asset Maintenance $2,587 $199 $0 ($199)
Leased Space $40,668 $37,103 $37,103 $0
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Nurse Aide Certification Program FY 04-05 FY 05-06 FY 06-07 | Changée
Expenditures | Appropriation Base
Request
Total Costs $716,594 $649,895  $634,846 ($15,049)
HCPF Share $351,848 $319,098  $308,766 ($10,332)
Total Funds — Long Bill Appropriation/Request $297769 $319,098| $308,766| ($10,332)

Thechange between FY 06-07 Base Request and FY 05pp6ofriation

NURSING HOME QUALITY ASSESSMENTS

This function was mandated by the Omnibus BudgebRakation Act of 1990 and provides funding foradjty assessment reviews
of nursing homes. This program is administeredhgy Department of Public Health and Environment faioecement of federal

guality assessment regulations. Pursuant to SB, 88% of this line is for the Department’s enforesr of federal quality

assessment regulations, including the Departméegal expenses with payment to the Department @f, land 17% is for other
reimbursable expenses. The line item supports legsts related to the Department of Public Heatltd Bnvironment Facility

Survey and Certification line item. This appropdatalso covers any litigation that might resultrfr findings of facility survey

reports. HB 02-1370 reduced the FY 01-02 apprtiprisby $272 as part of the Department of Publi@lteand Environment'’s

1.0% reduction. The federal financial participati®n’5%.

There were no Medicaid expenditures at all for time during FY 03-04, though $26,955 was appropdat This was the second
consecutive year in which there were no actual ediperes. The FY 04-05 Long Bill appropriated $Z8l9 There were no
expenditures for FY 04-05. Since the inceptiondh®aive been no expenditures for this line item.Jeert Budget Committee action
during the 2005 Figure Setting session for the Dtepent of Public Health and Environment, this appiadpn was discontinued, due
to recent reversions of this funding. Thereforeréhwas no appropriation in FY 05-06 and no FY B@@ase Request.

Line Item: Nursing Home Quality Assessments FY 03-04 FY 04-05 FY 05-06 FY 06-07 Base Reques!
Total Funds — Long Bill $26,954 $26,95¢ $0 $0
General Fund $6,738 $6,734 $0 $0
Federal Funds $20,21¢ $20,21¢ $0 $0
Total Funds — HB 02-1370 Supplemental $0 $0 $0 $0
General Fund $0 $0 $0 $0
Federal Funds $0 $0 $0 $0
Total Funds - Appropriation $26,954 $26,95¢ $0 $0
General Fund $6,738 $6,73¢ $0 $0
Federal Funds $20,21¢ $20,21¢ $0 $0
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NURSING FACILITY APPRAISALS

Nursing facility appraisals occur once every foaags. The Department contracts with an indeperfdento conduct the appraisals.
The underlying result of the contracted apprais#tésdetermination of “fair rental value.” Faintal value or appraised value means
the determination of the depreciated cost of reptant of a capital-related asset to its currenteswiT he fair rental (property) value
determination is used in the process of rate ggttivhich is governed by statute at 26-4-503, C.R2805). The FY 01-02
appropriation for this line item was $272,992, 5G#neral Fund and 50% federal funds. A rollformaguest was approved for the
nursing facility appraisal contract to extend irfy 02-03. There was no continuation request subdiitbs this process is
appropriated only once every four fiscal yearsrafideilities are appraised. Since FY 06-07 is tlext year for Nursing Facility
Appraisals, a Change Request has been submittedftbets this line.

ESTATE RECOVERY

Authorized by 26-4-403.3, C.R.S. (2005) and essalelil by HB 91S2-1030, this program recovers Medieapenditures from the
estates of long-term care Medicaid recipients amdVfedicaid benefits paid after age 55. The Depantntontracts with a private
sector entity that pursues the recoveries on argmericy fee basis. The recoveries are an offsttedMedical Services Premiums
line. Before the offset occurs to the Medical $ms Premiums, the Cash Funds needed to fund thesegencies is deducted.

Since its inception, the Estate Recovery programgnawn each year. Over the years the appropridtothis line item has been
adjusted to fit the estimated recoveries by thdreator. In 1997, a supplemental appropriationyai as Change Request (#11,
November 1, 1996), was approved to accommodat@@easing amount of recoveries. The approved [ecikem brought the
maximum contingency fee amount for FY 97-98 to $600. For FY 00-01, the appropriation was redu$@#,125 as a direct
response to a decrease in the contingency fee I69mto 13.5% in 1999 (Joint Budget Committee Figbetting document, March
6, 2000, page 61). The largest recovery in thehisif the program ($4,904,163) occurred in FY Q0afd required a supplemental
appropriation in 2001 that brought the maximum ta@ncy fee amount to $700,000. Because the adatrs only paid the amount
equal to the recoveries multiplied by the contrddes, if the appropriation is set too low the caator must stop recoveries until it is
adjusted by the General Assembly. Therefore, tharman contingency fee total has been held at $70@WiO order to accommodate
above-average levels of recoveries. The currertirggancy fee allows for maximum recoveries of $@,428.

Data show that since implementation, the Estate WegoProgram has recovered a net amount of $316682%or the Medicaid
program.
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Year Amount Recovered Number of Cases Fees Paid NRecoveries
FY 92-93 $5,575 3 $273,883 ($268,308)
FY 93-94 $418,224 41 $308,708 $109,516
FY 94-95 $883,217 63 $251,560 $631,657
FY 95-96 $1,989,421 141 $360,000 $1,629,421
FY 96-97 $2,559,513 167 $409,522 $2,149,991
FY 97-98 $2,727,744 152 $436,439 $2,291,305
FY 98-99 $2,596,736 132 $350,559 $2,246,177
FY 99-00 $3,376,330 175 $455,805 $2,920,525
FY 00-01 $4,904,163 149 $662,062 $4,242,101
FY 01-02 $3,845,730 195 $521,992 $3,323,738
FY 02-03 $3,878,211 172 $530,164 $3,348,047
FY 03-04 $4,750,954 201 $528,127 $4,222,8217
FY 04-05 $4,767,493 209 $541,822 $4,225,671
Total $36,703,311 1,800 $5,630,643 $31,072,668

Note: FY 92-93 through FY 95-96 was on a contralctee basis. FY 96-97 and FY 97-98 were based apb5.0% fee basis.

FY 98-99 and forward are based upon a fee of 13.5%e contract for FY 03-04 paid a fee based 08%0of the fees recovered. Under certain circuntgtsn
the contingency fee can be higher than the comtgoercentage in a month.

Since 2001, the appropriation for Estate Recovesybieen $700,000, with a split of 50% Cash Fund$p 5deral funds. The
Department requests continuation of the $700,0@@cgpiation level for FY 06-07.

SINGLE ENTRY POINT ADMINISTRATION
This line funds the Department’s internal administeacosts of training, resource materials, data fmancial reporting, and staff
travel to provide technical assistance and momi¢paf Single Entry Point agencies.

From FY 01-02 to FY 02-03, the funding remainedistat $65,900. In FY 03-04, the Joint Budget Cdttee recommended a 10%
reduction in the appropriation, reflected in Fig&etting, March 13, 2003, page 73, which was apmmon the Long Bill SB 03-258,

reducing the appropriation to $59,310 for budgdameng. The federal match rate for Single EntrynPgidministration is 50%. For

FY 04-05, the appropriation stayed at $59,310 thhathe appropriation contained in the Long Bill B8-1422. To bring the funding
level more in line with actual historical expendés, the Joint Budget Committee in the FY 05-O@ufagSetting, March 15, 2005,
page 70, recommended a reduction to this line @&$6,310, bringing the total appropriation to $8X) total funds.
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The Department’s FY 06-07 Base Request is for caation funding of $53,000.

FY 06-07
Line Item: Single Entry Point Administration FY 02-03 | FY 03-04 | FY 04-05| FY 05-06 Base
Request
Prior Year Appropriation $65,900, $65,900] $59,310, $59,310; $53,000
FY 03-04 Joint Budget Committee Recommended, SBR383- $0[ ($6,590) $0 $0 $0
FY 05-06 Joint Budget Committee Recommended, SBW¥%b- $0 $0 $0| ($6,310) $0
Appropriation /Request $65,900 $59,310] $59,310, $53,000] $53,000

SINGLE ENTRY POINT AUDITS

This line item funds annual audits of Single EntrynPagencies. In the past, the Department of HuBenvices’ Field Audit staff,
through an Interagency Agreement, performed thesésa During FY 02-03 and FY 03-04, the Departtmne@hHuman Services
agreed to continue performing these audits witlagpropriation of $35,339 and $35,340 respectivétyFY 04-05, the Department
of Human Services’ entire Field Audit staff was uedd by 4.0 FTE. Due to this lower appropriatior, Bepartment of Human
Services could no longer conduct the Single EntiptRaudits. Therefore, in FY 04-05 the Departmetained an outside contractor
to review Single Entry Point Agency cost reportsvided by the 25 Single Entry Point Agencies. For 6%-06, the outside
contractor continued to perform the cost reportews. Funding levels did not support conductirtg seviews of the Single Entry
Point agencies. The FY 05-06 appropriation inclusl@ federal financial participation and will not trensferred to the Department
of Human Services. The FY 06-07 Base Request isdntinuation funding of $35,340. A Change Reqbest been submitted that
affects this line.

Line Item: Single Entry Point Audits FY 02-03| FY 03-04 | FY 04-05| FY 05-06| ' gg;q%?elss;tase
Total Funds $35,339]  $35,340] $35,340 $35,340 $35,340
General Fund $17,669 $17,670, $17,670, $17,670 $17,670
Federal Funds $17,670, $17,670, $17,670, $17,670 $17,670

SB 97-05 ENROLLMENT BROKER

Funding for a Medicaid Managed Care Enrollment Braokas appropriated to the Department through SB®7Fhe Enrollment
Broker is charged with providing information on fzalgledicaid benefits offered through all healthnda

The initial contract for Colorado’s Enrollment Brokerns awarded to Maximus, Inc. HealthColorado is nheme for Medicaid’s
managed care initiative. Medicaid Managed Carelbnent and disenrollment services began on Mayl9898.
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In the FY 02-03 legislative session, HB 02-1292 assed, making changes to the State’s managedystean. These included
changes to the mailing requirements for client gestj a responsibility of the Enrollment Broker, @ped by Maximus, Inc.
Specifically, HB 02-1292 eliminated the requiremensend two notices informing Medicaid clientdloéir choices for managed care
(either health maintenance organization or the &ynCare Physician Program). It also reduced the period (from 65 days to 30
days) for Medicaid clients to notify the Departmémtough the Enrollment Broker of their choice. Tdexrease for postage and
printing is reflected in the calculation of fundiagailable starting in FY 02-03, and is ongoingpitite future in the same amount,
$61,797.

Budget Balancing also affects this line. For F¥QR the Department submitted base reductions pp®mental Request #4 to the
Enroliment Broker as part of the 4% Budget Balandimghe Joint Budget Committee on November 15, 2@02t would reduce
administrative costs for the Enroliment Broker b§%. The estimated impact to this line was $69,268 funds, with 50% federal
funds. Also included in Supplemental Bill SB 03320as the impact of a Change Request submittecadau12003 (S-11, BA-6) to
fund the implementation of new federal managed oales. These federal rules required the developwiea client handbook and
mailings for the Primary Care Physician ProgramFY 02-03, this was an increase of $15,440 forgmesosts, open enrollment, and
Enrollment Broker system changes. The net impactHese two supplementals was $53,820 in total fundio in the 2003
legislative session, SB 03-187 resulted in a FYOBZontract reduction of $254,860. Staffing andrbead were reduced for FY 03-
04 and are included in the base budget for futesers,

In FY 03-04, one-time funding of $460,089 was appiated via SB 03-258 to pay for the following: iiing and mailing client
information; production and mailing of the Prima@are Physician Program Client Handbook; monthlylimgs to new voluntary
clients; and, additional system changes. This gp@ton had two parts, with the first being for-going monthly mailings and the
second for one-time only projects in FY 03-04.

For FY 04-05, the Long Bill appropriation of $87567included funding of $188,415 for annualizatidmwonthly mailing for the
January 2, 2003 Change Request S-11/ BA-6.

In FY 05-06, the Base Request was $875,756, the sanfrY 04-05. With the implementation of HB 0%22the Tobacco Tax Bill,
the appropriation was increased by $45,589 to fenullment letter printing and mailing costs to aaiditional 23,524 clients.
However, technical corrections associated withEngergency 1331 Change Request dated June 2, 2@Qierkthis increase by
$2,211 for a revised spending authority of $919,134

For FY 06-07, the assumptions in the Departmensgesdf Note for HB 05-1262 forecasted a caseloackas®e of 12,825 clients above
the FY 05-06 forecast, resulting in an annualizatid the costs for the Enrollment Broker progrananfadditional $23,650. This
brought the Request in FY 06-07 to $942,784.
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Line Item: SB 97-05 Enrollment Broker FY 03-04| FY 04-05|FY 05-06 Y F({)S(-J?J?egase
Previous year Final Appropriation $702,781 $1,162,87| $875,756 $919,134
FY 03-04 and FY 04-05 impact of Managed Care Supetdal #11/ Budget ) $0
Amendment Request #6; Approved in FY 02-03 (seeviel $460,089($287,114) $p
HB 05-1262 Tobacco Tax Bill $0 $Q $45,589 $23,650
Emergency 1331 Change Request for FY 05-06, Jup@dh* $q $0 ($2,211 $0
Final Appropriation/ Request $1,162,87( $875,75¢ $919,134 $942,784

*Until this Emergency 1331 Request is approved tghoa bill, this amount is not an official appropica.

HB 01-1271 MEDICAID BUY-IN
This line item was established by legislation, bag been revised since its original appropriatibhe line is explained in the sections
below for clarity.

The Legislation:

HB 01-1271 authorized a Medicaid Buy-in Programdisabled individuals who were not otherwise elgitor Medicaid due to their
level of employment earnings. This Colorado prograas intended to tie in with the federal “TicketWork and Work Incentives
Improvement Act of 1999.” The Department was deddio study the feasibility of this plan and toksésderal approval. Grants,
gifts, and donations were to be deposited in thelitddéed Buy-In Cash Fund created by the legislatmiiund the program and all
program expenditures were to be classified as Casldls Exempt. Premiums, set in accordance withcaraaal analysis of the
population, were to be structured to offset prog@sts in order to assure budget neutrality. HBLPZ1 allocated $209,400 total
funding including $80,000 Cash Funds Exempt and @I®Bfederal funds in FY 01-02.

As instructed by legislation, the Department applie the Secretary of the federal Department ofllHeend Human Services for a
Medicaid infrastructure grant to develop and impdetthe program.

FY 01-02 FY 02-03 per Fiscal Note
HB 01-1271 Appropriation $209,400 $109,554

The Original Grant:

In January 2002, the Department received a fedeaalt of $500,000 that was to be spread across flears. This award enabled the
Department to design a more comprehensive prognam Wwas originally envisioned when the fiscal notes prepared for HB 01-
1271. The Department was to determine if it was efisctive to purchase or pay health care premitoren individual’'s employer
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rather than pay for the health costs via Medicdmtlividuals eligible for Medicare Part A and B walso included; Medicaid would
pay for those premiums if they were cost effectovéhe Department.

The Department’s original $500,000 grant propostineded expenditures of $92,100 in federal fundsnduFY 01-02 and $370,381
in federal funds during FY 02-03 with the remainbrance of $37,519 available for FY 03-04.

Original Grant Proposal FY 01-02 FY 02-03 FY 03-04 otal
100% Federal Funds $92,100 $370,381 $37,519 $500,000

To implement the legislation, a Request for Propo&al a feasibility study was issued in FY 01-0% contract for $100,000 for the
actuarial feasibility study was executed in Decen#t¥?2, requiring an actuarial report to be congaet April 2003.

In FY 02-03, HB 02-1420, the Long Bill, appropridtetal funds of $327,427 (100% federal funds), tfee grant award and the
actuarial study. Upon completion of the actuaaahlysis it was apparent that budget neutralitylccowt be assured. The
Department reported these findings to both the @érsssembly and to the Centers for Medicare andlibéed Services. The
Department did not proceed further to implementgiwgram as originally planned. The actual expeme# were $82,000 in FY 02-
03.

The Revised Grant:

Based on a request from the Centers for MedicadeMedicaid Services, the Department submitted aanament to the original
grant on July 31, 2003 and requested a no-cosh&wt®@ The new grant proposal identified three nsrategies for improving
Medicaid services and supports. These were:

* Investigate the redesign and “rationalization” efgonal care services;

» Educate workers with disabilities about key Medicsighport services and programs, including but eetricted to
Personal Assistance Services and Supports; and,

» Create a centralized mechanism to access indivishdhinformation on the Department's new Personsdigtance
Services and Supports options.

To meet these goals the Department proposed estiallia policy task force that would study optioasifnplementing personal care
services as a Medicaid state plan benefit. Theqmalpalso earmarked $226,500 to develop writtenedectronic consumer-friendly
materials about Medicaid programs and benefitsathults with disabilities. Grant funds were alsobt used to contract with an
experienced project manager and other consultarits warious backgrounds that included health edooatliteracy, Medicaid
services, outreach and marketing, graphic desigrpaoduction, and disability issues. The proposabmmended hiring a Technical
Personal Assistance Services and Supports Navigat@rovide accurate information to individuals abg@rogram eligibility,
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provider qualifications, and scope of services.adlition, grant funds were to be used to contngitt a community organization to
provide training and support to a number of comryuniembers to become consultants as Community-BBsesbnal Assistance
Services and Supports Navigators, as well as teldpva tool that consumers would use to assessts appropriate form of
personal assistance services. To implement thesiggail grant, the Department estimated expenditfré215,500 for FY 03-04
and $199,335 for FY 04-05, 100% federal funds.

The new proposal was approved for continued fundirthe amount of the original grant. With the dgrartended to December 31,
2004, all elements of the revised grant were actishgadl. A report on options to implement persaak as a Medicaid state plan
benefit was completed. The grant staff also desighe consumer friendly written and electronic mats about Medicaid benefits

and programs for adults with disabilities, as wadl the development of the Community-Based Persassilstance Services and
Supports Navigators project and self-assessmeht too

The Appropriations:

In FY 01-02, HB 01-1271 appropriated $209,400 téwalding including $80,000 Cash Funds Exempt ar20$I00 federal funds.
HB 02-1420 appropriated total funds of $327,420¢dederal funds) for FY 02-03. In FY 03-04, $3R5100% federal funds) was
appropriated through SB 03-258. In FY 04-05, thalfappropriation was $65,081, all of it fedenahdls. In FY 04-05, all activity
for this line item ceased. There was no requedEYo05-06 and there is none for FY 06-07.

NON-EMERGENCY TRANSPORTATION SERVICES

Federal regulations require that states offer Madiclients necessary transportation to accessfoatbeir non-emergency medical
needs. States may choose to offer these sernscesher an administrative or medical service.oPtio the passage of HB 04-1220,
Colorado offered non-emergency transportation sesvas an optional medical service in the MedieaViSes Premiums line item.

HB 04-1220 changed non-emergency transportatian fta optional medical service to an administratigevice. HB 04-1220 did

not include an appropriation clause, but funding \wafended in a Legislative Council footnote, pagen February 2, 2004. The
reduction in Medical Services Premiums of $4,408,@Ad subsequent appropriation to this line iten$4#00,778 (50% General
Fund and 50% federal funds) was funded via the LRifigHB 04-1422.

During FY 04-05, the Department of Health Care &olnd Financing issued a Request for Proposad toansportation broker to
provide non-medical transportation and administeaBervices to Medicaid clients residing in theheifyjont-range counties, those
being Adams, Arapahoe, Boulder, Denver, Douglaferd®n, and Larimer. A contract was awarded. abeinistrative costs
addressed in the contract include intake of cleatls, determining eligibility for services, andtlaorizing and making arrangements
to provide clients with non-emergency transportatidcunding traditionally provided to counties telgh manage non-emergency
transportation resides in the Department of Humamvi€es Medicaid Funded Programs Long Bill group, the County
Administration line item. An estimate of what seecounties would have been paid was calculatedtees® funds help pay the
transportation broker’s administrative costs.
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The Department of Health Care Policy and Financimdy the Department of Human Services submitted agrgency supplemental
to the Joint Budget Committee on September 3, 20@vansfer funds from the Department of Human Bessto the Department of
Health Care Policy and Financing from the DeveloptaleDisability Services Waiver. The transfer icessary to fund State Plan
services to waiver clients that were previouslyngepaid out of the waiver. This is a condition ehewal with the Centers for
Medicare and Medicaid Services for the ComprehenSiervices waiver for individuals with developmémtizabilities. The Joint

Budget Committee approved the emergency suppleinamt8eptember 21, 2004. The supplemental incladeansfer of funds for

non-emergency transportation. The request for FOD& $4,455,988. A Change Request has been #eldnthat affects this line

item.

FY 06-07 Non-Emergency Transportation Services Fundg:

Non-Emergency Transportation Services Total Funds €éneral Fund Federal Funds

FY 01-02 Cash-Based Actuals* $8,862,235 $4,431,564 $4,430,671
FY 02-03 Cash-Based Actuals* $5,640,392 $2,786,536 $2,853,855
FY 03-04 Cash-Based Actuals* $2,616,352 $1,230,890 $1,385,462
FY 04-05 Long Bill Appropriation (HB 04-1422) $4@078 $2,200,389 $2,200,389
Developmental Disability Services Waiver 1331 Emanye $20,701 $10,351 $10,350
Supplemental (SB 05-112)

Final FY 04-05 Appropriation $4,421,479 $2,210,740Q $2,210,739
Annualization of Developmental Disability Serviceaiver 1331 $34,509 $17,254 $17,255
Emergency Supplemental (FY 05-06)

FY 05-06 Long Bill (SB 05-209) $4,455,988 $2,227,994 $2,227,994
FY 06-07 Base Request $4,455,988 $2,227,994 $2,227,994

*Actuals are part of the Long Bill group (2) Medi&ervices Premiums.

MEDICAID CASH ACCOUNTING IMPLEMENTATION

This was a new line item in FY 02-03. SB 03-196 daed the Department to move from accrual-baseduating to cash-based
accounting for the Medical Services Premiums lteeni This resulted in $140 million one-time savinmgsY 02-03. SB 03-196 also
appropriated $500,000 total funds (of which 50% ev&eneral Fund and 50% were federal funds) to Ithes item for the
Department’s administrative costs associated vighttansition to cash-based accounting. The apiatapr had explicit rollforward
authority, authorized because the project was déggeto cross fiscal years but not require additidnading. From FY 02-03,
$483,124 rolled forward into FY 03-04.

In FY 03-04, spending was $60,520; the remainin22$04 was reverted. Total costs to implement easbunting were $77,395.
The Department had initially included outside coctireg to recalibrate the Medicaid databases anoreefst expenditures in the
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appropriation estimates. By investing in new hawthat could handle the large amount of dataragogg existing software, hiring
temporary personnel to facilitate data entry amghing existing personnel on the new systems, tBpafiment was better able to
control costs. Medicaid Cost Accounting Impleméontawas one time funding. There is no requesFI06-07.
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(2) MEDICAL SERVICES PREMIUMS

|. BACKGROUND

Medicaid was enacted by Title XIX of the Social S#guAct as an entitlement program to provide heaéare services to eligible
elders, disabled, adults, and children. The Medibaidget is constructed based on projected nuntbgrsrsons who will be eligible
(caseload) and projected average costs per peligiiée (per capita cost). This Budget Request igr@jection of services that
entitled individuals will utilize during the yearThe first section of the Assumptions and Calcutstidor the Medical Services
Premiums describes the Medicaid caseload projectibhe second section describes the developmertieopér capita cost, the
application of per capita caseload and bottomdidi@stments. A series of exhibits in Volume 1ho$ tBudget Request support these
Assumptions and Calculations.

Several key points should be made evident befortdu discussion. These change-producing issuesectuis line item to be
complicated to project. They are summarized asvial

1. Adjustments have been made to caseload and pea casts for estimated impacts due to HB 05-126b4€oo Tax Bill). The
costs are calculated through normal Medical Sesvitremiums per capita cost methodology. Howewszeshe expenditures for
HB 05-1262 are funded through the Health Care Exparsund or Prevention, Early Detection, and Treatnkemd an exhibit
has been added (Exhibit A, pages EA-5 through EA-8hbw the financing by Cash Funds Exempt.

2. The implementation of the Medicare Modernization Aot January 1, 2006 impacts Medicaid caseload aescpption drug
estimates (Acute Care) in the FY 06-07 Budget Rsiquéddjustments have been made to caseload tawatéor the estimated
number of clients added to Medicaid through the dasory screening of all Medicare clients. Costirsgs estimates for
prescription drugs have been accounted for in gne@pita estimates.

3. The Department is currently contracting with two mged care plans as health maintenance organizati@hs contracting with
two health plans to provide services to clienteasAdministrative Service Organization, or ASO. A8O receives a monthly
administrative fee per client and is not at risktfte cost of services.

4. SB 03-176 eliminated services for legal immigraantsl originally cut $11 million from the budget. t&f a year of litigation, it
was budgeted during Figure Setting 2004 to be imptged on January 1, 2005. HB 05-1086 repealed@3B/6. Therefore, no
adjustment is made in this projection.

5. FY 98-99 is excluded from expenditure trends beeanfsthe unstable nature of the data during thasitian from Blue
Cross/Blue Shield claims processing system to tineent Medicaid Management Information System icéeber 1998.

6. The Colorado Benefit Management System was implezdesrt September 1, 2004, affecting eligibility meses, including:
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* The implementation of the Benefits Freeze Flag, reguired by court order to be maintained "untittier notice;"
» Revealing backlogged applications in counties amdli®hid eligibility sites;

* Interface complexities with the Medicaid Managemeafdrmation System;

* Inexperience in the accurate system processings#scby county and eligibility site staff;

* Movement from a historically human-based system toles-driven decision making information systemd

* Reporting procedures still in development and ezfient.

During FY 04-05, these processes affected Medicas&load resulting in an increase in reported caddigures, while expenditures
tracked relatively steady. Unfortunately, thesenestes of February 15, 2005 were too conservataccounting for an increasing
caseload and the Department reverted approxim@éyb million dollars for FY 04-05.

7. The elimination of presumptive eligibility for édicaid pregnant women on September 1, 2004, whashreinstated by HB 05-
1086.

Specific changes to exhibits are as follows:

1. The exhibits have been reorganized. The fund gpiinsaries, previously Exhibit P, is now Exhibit A. Tdther summary pages
such as History of Per Capita Costs, Summary oluBsgigby Eligibility category, and Summary of PremiR@aquest by Service
Group have also been moved to the beginning oéxtdbits. The caseload exhibit is now Exhibit Bhea than Exhibit A. All
service category exhibits have been combined imtcstme exhibit tab. For example, Exhibit F costéne Acute Care request,
Antipsychotic Drug Projection, Prenatal Care CostNon-Citizens, and Family Planning calculations.

2. A new service category, Service Management, has bdded for the administrative cost types of caiegawithin the Medical
Services Premiums budget. Single Entry Point agenpier member per month fees for AdministrativeriSe Organizations and
disease management have been added to this gexpenditures for FY 04-05 for these items have bmened to the new
category, and the estimates for FY 05-06 and FOD6&ave been moved as well.

3. A new eligibility category titled Health Care Expas Fund Low-Income Adults has been added to casetmd exhibits. HB
05-1262 includes a clause to expand Medicaid parent75% of federal poverty level beginning FY 0&-0This eligibility
category’s per capita estimate does not includevelgl costs, which are included in the Baby CarallBs per capita, so it is
estimated at a lower per capita cost than the dtbalt categories. Since this population is nemd the estimated per capita costs
were lower compared to the Category Eligible Loweime Adults, the Department felt it was necessagdi the new eligibility
category. Similar considerations were made forekgansion population in Category Eligible Low-Incofwults and Eligible
Children due to the asset test removal; however,piér capita costs were so close in comparisontligaexisting eligibility
categories and estimated per capita costs wereegkifor the request.
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4. The methodology for the Breast and Cervical Caneercppita has been modified. Since more costsauered for new clients
compared to existing clients, it is more logicadd®velop two per capita costs, calculate the estidhexpenditures and divide by
the total Breast and Cervical Cancer Treatment tslitm develop a single per capita. See ExhibitdgepEF-5 for additional
details.

. MEDICAID CASELOAD

INTRODUCTION

Biannually, the Department of Health Care Policyl d&inancing submits its estimated funding need tfe Medical Services

Premiums line item. The first step in generating November and February submissions is to projectMedicaid caseload. The
Medicaid caseload does not represent the numbeninsured individuals in Colorado, nor does it esgnt the number of Colorado
residents living in poverty. Caseload figures omgresent individuals that the Department expedtsenroll in Medicaid because

they meet specific eligibility requirements in asfethree groups: 1) Families, Pregnant Women, amit@n; 2) Aged and Disabled;
or 3) Other.

Federal Medicaid statute defines over 50 groupmdividuals that may qualify for Medicaid. Someogps are mandatory, while
others are optional and each state decides whitiheadptional groups it will cover. From the intiep of Medicaid in 1965 (Public

Law 89-97) to the 1980s, the program was targetddvaincome families, elderly, and the disableuring the 1980s, Medicaid

expanded to include pregnant women and childreh griéater income levels, as well as some optiodakly and disabled groups.
In 2000, Medicaid coverage was extended to woméh lreast and cervical cancer. From the 1990kda@tesent, other Medicaid
categories have been added through State initdgetbnstration waivers. All eligibility categoribave specific income limits, and
some have additional criteria such as age, resaurdesability status. For budgetary purposes,Department groups clients with
similar characteristics and costs together. Famgxte, clients grouped in the Eligible Children gaty have similar characteristics
and costs, but might have gained Medicaid eligipthrough different criteria. Since each categuirgligibility is affected by unique

factors, the Department projects each categoryraeghp  Projecting an aggregate caseload woulebiseer, but could be less precise.

Historic caseload data are used in conjunction wibnomic data to project caseload in each categboymake a projection, the
Department uses several different statistical tegles (as described in the Methodology sectionvbgland chooses the projection
that best fits the data. After projections aresghmofor each category, the Department presentsdtsnmendations to the Office of
State Planning and Budgeting. Independently, tffe€of State Planning and Budgeting developsoitsh categorical caseload
projections. The Department then meets with thec®fif State Planning and Budgeting, and the twemeaigs agree on an Executive
caseload proposal. It is important to note thatrtfethodology the Department used to generateajsqgtions is not wholly reflected
by the Executive caseload proposal presented irdddament since those figures are often the re$ubmpromises with the Office
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of State Planning and Budgeting. In addition, Brepartment is not privy to the methodologies usgdhle Office of State Planning
and Budgeting, so information in this documentnmefanly to methods used by the Department.

In 2003, the process of projecting the Medicaicetzesd was drastically affected by SB 03-196, winm@mdated that the Department
transition from accrual to cash based accountiRgom that point forward, caseload numbers no lomgesrporated retroactivity.
Retroactivity caused historical adjustments to lceskto account for clients who were found to bigilele for Medicaid for past
months, thus increasing the count of persons éiddy Medicaid. Since most clients are eligibéeb to the date of their application,
retroactivity adjustments assured that all montlesewaccounted for. However, this caused varighititthe caseload reports, as
monthly caseload was adjusted for months, evensyediier the month had ended. It also requiredispeanually run reports to
make these adjustments. Under the cash accousystgm, a monthly caseload report is created fleenMedicaid Management
Information System and that caseload is considened

If the Department had only applied the accountingversion to the FY 03-04 caseload projection, tisild have produced a
synthetic drop in caseload relative to the pricary@hen retroactivity was still applicable. To qohfor this manufactured decrease
in caseload, and to develop a more accurate pattidyhistory, the Department recreated ten yeérmsledicaid caseload history
without retroactivity. By rebuilding the caseloatithout retroactivity, the Department was able td the FY 03-04 projection in
perspective, and test the historical data for aamur Medicaid eligibility, retroactive back to thate of application, is still in effect.
However it is no longer reported in caseload. &oomplete explanation of how the historical dages webuilt and tested, refer to the
November 3, 2003 Budget Request, pages K-98 anél.K-9

Recent Caseload History

Exhibit B tabulates actual caseload figures and trowates by eligibility category from FY 95-96 t& ©4-05. Projections for FY
05-06 and FY 06-07 are also presented in the tfdewill be discussed in the Categorical Projedtisection of this document. A
graphic representation of aggregate Medicaid cadehistory for the same period can be found in BEkRbpage ER-1. Aggregate
growth from FY 93-94 to FY 99-00 was stable, andame years even declined. From FY 99-00 to FY0®D4he State sustained
positive and significant growth in caseload randgmogn 6.6% to 11.1%. Even more notable is the tiaat Medicaid in Colorado had
double-digit growth rates in FY 02-03, FY 03-04 dfd 04-05 of 10.8%, 10.7% and 11.1%, respectivédeasons for these recent
growth rates will be discussed below, but havingfarence for this unprecedented growth is imparta@ver the past six fiscal
years, growth rates have not shown any signs déatent.

The charts found in Exhibit R, page ER-2, show a biglside comparison of the Medicaid caseload bygmateas a percentage of
the overall caseload for FY 94-95 through FY 04-O&s a percentage of the entire Medicaid casel&idjble Children have

increased by 8%, the largest gain when compareld allt other categories. In the more expensivegoates of Supplemental
Security Income 65+ and Supplemental Security Ireéon Disabled Individuals, the percentages ofdwerall caseload have fallen
by 3% and 4% respectively. This change in caseimmpties that increases in a less expensive catg@digible Children) have been

Page M-90



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND RMIKANG; FY 06-07 BUDGET REQUEST; ASSUMPTIONS AND@AIATIONS

coupled with decreases in more expensive categ{Besgplemental Security Income 65+ and Supplemesgaurity Income for
Disabled Individuals) over the last ten years.

Medicaid caseload trends are influenced by a numbferctors including: population trends, in-Statgration, age of the population,

length of stay, economic conditions, and Statefaddral policy changes. Projecting annual casele@dnfounded by the fact that
each of these factors can contribute to categocicahges, some of which may be contradictory. éxample, the State may enact
legislation that removes clients from a Medicaitegary who are aged 65 and older, while the pojmradf adults aged 65 and older
is increasing. Therefore, projections represenh#ieffecof what the Department expects will happen. Eactof and its expected

impact on the Medicaid caseload are discussed below

Population- Colorado’s total population increased 23.6% fromy bf 1995 to July of 2005. The Department of dbéffairs
forecasts that Colorado’s population will incre8s4% from July of 2005 to July of 2007. As the @lepopulation has grown, so too
has the Medicaid caseload. This positive corratatiaplies that if population is projected to grawthe future, then it should also be
expected that the Medicaid caseload would increase.

Colorado'sPopulation

5,000,000

4,500,000

4,000,000 1

3,500,000 1

3,000,000
1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

Source: Department of Local Affairs, DemographyiBian

Page M-91



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND MIEMNG; FY 06-07 BUDGET REQUEST,; ASSUMPTIONS AND@AIATIONS

When using population data to project caseloadDiggartment marries population subgroups to th@r@priate Medicaid category.
For example, when projecting caseload for Eligiblel@en, the Department uses population statiftc€£olorado residents aged 0
to 18. By using subgroups instead of total popaatigures, the Department is able to capture sulggspecific trends.

In-State Migration-Like population, in-State migration is positivetgrrelated to Medicaid caseload. As more indivisiuaove to
Colorado from other states, Medicaid caseloads imiliease. During economic downturns, people hgsuabve from states with
worse economic conditions to states with betteditams in search of jobs. Although most expegsea that Colorado experienced
some of the worst economic conditions in the UniBtdtes during the recent recession, net migratic2003 was 16,500. An
increase of 16,500 persons in a population of dverillion may not be significant, but a positivegration rate means more people
who could conceivably be eligible for Medicaid. rversely, as the economy recovers, in-state magrasi expected to increase.

Age-The age of the population can provide some insaght why Medicaid caseloads have been increagisghe population ages,
so too does the demand for medical care. Geneedlindividuals age, their health becomes mogléand the more likely they are
to seek health care. From 1995 to 2005, the mepulation in Colorado increased by 1.86 yeafEhis may be the result of retirees
moving to the State, increased longevity, or feleths. Regardless of the reason, an aging papuoldias a direct effect on the
demand for medical services, but not necessarilgliééed. A July 2004 study at Georgetown Univergisyimated the future impact
of an aging population for each state. The stuadysed on the number of working aged adults pernlgigeerson within a state.
Next, the study gathered population estimates filoenU.S. Census Bureau for those same two grolipg. percent change in the
ratio of elderly to working aged adults was caltedafrom 2001 to 2025. Colorado ranked first ie g8tudy having the highest
percent chang®. This infers that Colorado will have more workindutis per one elderly adult in 2025 than any ostate. As of
2005, Colorado has not yet felt the impacts of gingpopulation in the Medicaid caseload, partidylan the categories that include
Long Term Care. The Department suspects that thigeth impact of aging on the caseload is a resukeskral Home and
Community Based waiver programs.

Length of StayThe severity and length of the recent economic domrhas prolonged the average amount of time tslimmmain on

the Medicaid caseload. The table below shows tleaatverage number of months of eligibility for adwnd children on Medicaid
has increased 31.91% and 2.57% respectively fromr®%90 to FY 04-05. The Department expects theameetength of stay to
decrease as economic conditions become more robhstrecent decline in length of stay for Eligibleil@ren is a promising sign.

2 Source: Dwyer, Kelly. “New Residents, Jobs onRiige in Colorado.” The Denver Pogfl July 2004.
% Source: Department of Local Affairs, Demographyifibn
* Source: “Medicaid an Aging Population.” Georgetoumiversity Long Term Care Financing Project. J2004. <http://www.ltc.georgetown.edu>
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Fiscal Year Categorically Eligible Low Income A(_jul'gs Eligible Children o
Average Number of Months on Medicaid Average Number of Months on Medicaid
FY 99-00 7.27 856
FY 00-01 726 8.66
FY 01-02 7.57 887
FY 02-03 8.16 9.08
FY 03-04 8.47 9.60
FY 04-05 9.59 8.78

Economic ConditionsEconomic indicators help partially explain why sofdedicaid caseload trends occur. Since Medicaid i

needs-based program where clients must meet ineocheesource limits, it follows that caseload famflies and children should be
countercyclical to economic conditions. For examp@ls the state experiences recessionary conditiomsViedicaid caseload will

increase. After the recession that ended in tinky @890s, Colorado enjoyed almost ten years oheooc expansion. The terror
attacks on the United States in 2001 combined thighbursting of the stock market bubble in 200Qugha that expansion to a halt.
For the first time in over a decade, Colorado &stgnificant number of jobs coupled with fallingges. In mid 2003, the Colorado
economy hit bottom after the decline that starte@000. A comparison of change in non-agriculteraployment to the same month
in the previous year shows that it has trended upwser since the bottom in mid 2003. Because asa®al fluctuations and wide
confidence intervals for over the month changegleyment data is best analyzed by comparing theesaonth for different years.

The first recorded over the year gain since thessoa occurred in March of 2004. As of July 20t gain was estimated to be
50,000. It is likely that this estimate will beviged upward. Job growth in Colorado is at itddasrate since the beginning of the

downturn which started in the beginning of 2001 .e ghowth rate is forecasted to be about 3 perteatghout the forecast period.

The table that follows shows historical and projdataemployment rates, non-agricultural employmend, job growth statistics.

vy Wage and Salary Income Non-Agricultural Unemployment Rate
ear o
(millions) Employment

2001 $88,297 2,225,400 3.9%
2002 $86,807 2,182,500 5.9%
2003 $87,747 2,151,000 6.2%
2004 $91,437 2,178,900 5.5%
2005 $96,219 2,228,000 5.0%

® Source: Office of State Planning and BudgetingeJ2005Colorado Economic Perspective
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v Wage and Salary Income Non-Agricultural Unemployment Rate
ear o
(millions) Employment
2006 $101,867 2,293,800 4.8%
2007 $108,708 2,366,800 4.4%

While this is promising for the State as a whoteisiless encouraging for Medicaid for several oeas First, the timing of an
economic cycle is important in estimating the intpat the Medicaid caseload. As the economy resofrem a downturn, workers
need to find jobs in order to withdraw from the Ntdd rolls. Jobs that primarily affect family aotildren Medicaid populatiofis
are hourly and concentrated in the service indusiiigese employment types are often the last tofibdram improving economic
conditions. Therefore, any economic impact on tleglighid caseload will have a lagged affect. Secasdvorkers find jobs they do
not instantaneously lose their Medicaid eligibilitgince 1990, states have been federally requirgutovide Transitional Medicaid
benefits up to one year to families who lost eligjpobecause of increased income due to employmdiiitis policy was directed at
clients who potentially might turn down employmdat fear of losing their Medicaid benefits. To bgile for Transitional
Medicaid, a client must have been eligible in astehree of the preceding six months. Clients neagive Transitional Medicaid as
long as their income is below 185% of the fedelguty level. Although this program was set toiexpn March 2004, it was
extended until September 30, 2005, as it has beera times. The federal government has reautatizis program till September
30, 2006. Another small group of clients are éligifor Transitional Medicaid services that woulthextvise lose their Medicaid
benefits due to child or spousal support paymeritamilies in this group receive a four-month exiems As illustrated in the
following table, the average number of adults ahiddoen on Transitional Medicaid increased dramdiicam FY 04-05. For the
purposes of projecting caseload, the Departmeninzss that the federal Transitional Medicaid prograould continue throughout
FY 05-06 and FY 06-07.

Fiscal Year Average Number of Adults on Average Number of Eligible Children
Transitional Medicaid on Transitional Medicaid
FY 01-02 3,823 6,598
FY 02-03 4,637 7,615
FY 03-04 4,900 7,864
FY 04-05 7,299 14,723

The combination of the aforementioned factors halkstée significant growth in the Medicaid caseloadcsi FY 99-00. The

Department is projecting a FY 05-06 caseload of,@&® and a FY 06-07 caseload of 475,214. Fronatieal FY 04-05 caseload
figures, this translates into a 9% growth rate YW@5-06. In the February 15, 2005, Final RequestMedical Services Premiums,
page MSP-29, the Department predicted an 11.7%tgrowthe FY 04-05 Medicaid caseload. Actual fiegiishow that caseload

® Projecting elderly and disabled client populatidogs not prioritize economic variables.
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grew 11.1% in FY 04-05, relatively steady from f@or year's growth of 10.7%.

The Department expdbiat growth in the

Medicaid caseload will slow as economic conditionprove, but that an overall decrease in caseladdat occur in either FY 05-
06 or FY 06-07. The following table shows actual @anojected aggregate Medicaid caseload from F0®#rough FY 06-07.

Fiscal Year Medicaid Caseload Level Growth Growth Rte
FY 02-03 actual 327,395 31,984 10.8%
FY 03-04 actudl 362,531 35,136 10.7%
FY 04-05 actual 402,802 40,271 11.1%
FY 05-06 projection 439,069 36,267 9.0%
FY 06-07 projection 475,214 36,145 8.2%

Policy ChangesState and federal policy decisions can alter tleelivhaid caseload. The following list briefly debexs major federal
policy changes that have affected Medicaid eligigiland therefore caseload. This list is not meaarte comprehensive in nature,
but a summary of major changes affecting elig§psiince 1996.

Personal Responsibility and Work Opportunity Actl®06, Public Law 104-193: This act de-linked elilg¥p between welfare
(formerly called Aid to Families with Dependent @nen) and Medicaid. States were permitted to stdjbeir income and
resource standards for Medicaid at that time, ey tould not fall below the standard applied oryNIa1988.

Balanced Budget Act of 1997, Public Law 105-33: sTact restored Medicaid eligibility to legal immagts who entered the
country before August 22, 1996 and later becamabthsl. Children who lost their Supplemental Ségurnicome eligibility due
to the Personal Responsibility and Work Opportuity continued to receive Medicaid. Coverage &fugees and asylees was
extended from five to seven years.

Foster Care Independence Act of 1999, Public La@+1@D: This Act allowed states to provide Medica@hefits to children in
foster care up to age 21 who were previously digimder Title IV-E before turning 18.

Breast and Cervical Cancer Prevention and Treatdendf 2000, Public Law 106-354: Establishes a neoug of eligibility for
women under 65 who have been screened under thier€dar Disease Control and Prevention Board aebrireatment for
either diagnosis.

Medicare Prescription Drug, Improvement, and Motetion Act of 2003: This Act will cause more pdiahbeneficiaries to be
screened for Medicaid when they apply for the Lasoime Subsidy.

Presumptive eligibility for Medicaid pregnant womeas abolished on September 1, 2004. It was sbksttied on July 1, 2005.

" Aggregate average fiscal year caseload does nat #ygiDepartment’s monthly Medicaid caseload refmrJune 2004 due to rounding. However, alldlsc
year averages by category for FY 03-04 discusséhisrdocument match the June 2004 report.
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Oftentimes, a forecast cannot instantaneously parate policy changes even with the use of dummydicator variables. When
this occurs, adjustments are made to the fore¢abhe. Off-line adjustments were made to the 6%-06 and FY 06-07 forecasts to
account for the implementation of HB 05-12@2bacco Tax Billand the Medicare Modernization Act of 2003. Bothhese laws
will add to the caseload. Detailed accountingsfiine adjustments are in Exhibit B, page EB-2.

The Department projects that the Medicare Moderimzaaf\ct of 2003 will add a significant number ofiesits to two Medicaid
caseload categories. These categories are Supp@rBecurity Income 65+ and Qualified Medicare Bemaries and Special Low
Income Medicare Beneficiaries. These clients walldually eligible for both Medicare and Medicaid/hen clients apply for their
Medicare Part D benefit, they will be screenedNtdicaid. Many of these clients will be found te eligible. The Department
estimates that for FY 05-06, this will add an aiddial 4,620 clients. The Department anticipatesralar increase for FY 06-07, the
first full year of the program. These additions m@uded in the estimates. The methodology thatDkepartment used to estimate
this increase was based on information from pa@® 44 the January 28, 2005 Federal Register winer€Centers for Medicare and
Medicaid Services estimated that 1.1 million Medticheneficiaries nationally will be added to thdlsan 2006. “Medicaid
Enroliment in 50 States”, an October 2004 publicaby the Kaiser Commission on Medicaid and the Bmiad (page 8), states that
Colorado had 340,000 of the nations 40,553,200 téedlienrollees in 2003, or 0.84%. The Departmeiniased that half of these
new enrollees would begin coverage in FY 05-06taedther half would begin coverage in FY 06-07 e TQenters for Medicare and
Medicaid Services estimated that 21% of the newlk®s would be in Supplemental Security Income @&#¢ 79% would be in
Qualified Medicare Beneficiaries and Special Lowdme Medicare Beneficiaries. The percentage of téedlienrollees that are in
Colorado of the 1.1 million and the Centers for Made and Medicaid Services and the percentag&kduedetween the caseload
categories were used to perform the Departmentisate.

In addition to adopting these federal policy chandke State has applied and received approvahéfollowing waiver programs

that have affected the Medicaid caseload:

e Children’s Home and Community Based Waiver, 26-8;50.R.S. (2005): Formerly known as the Katie Béclaiver, this
program serves disabled children in the home whaarisk of nursing facility or hospital placement

* Brain Injury Waiver, 26-4-681 to 687, C.R.S. (200Sgrves persons with brain injury within a specdiagnosis code. Clients
must be in the process of discharging from a hakp#habilitation hospital, or rehabilitation faigi.

* Persons Living with AIDS, 26-4-641-648, C.R.S. (2p(5erves persons diagnosed with HIV/AIDS.

» Elderly, Blind and Disabled Waiver 26-4-601-612, (SR(2005): Serves persons who have a functiongimment, are blind, or
are physically disabled.

» Consumer Directed Care, 26-4-1301 to 1303, C.R@E)Y): Allows eligible clients to receive vouch&rdirect their own care.

During the 2004 legislative session, SB 04-177 augkd the Children with Autism waiver and SB 080futhorized the Substance
Abuse Treatment for Native Americans waiver. Thea#ie birect the Department to submit a waiver aggiion to the Centers for
Medicare and Medicaid Services for approval. Uthtd Centers for Medicare and Medicaid Servicesaoor deny these waivers,
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the impact on caseload is indeterminate; therefomeadjustments were made for the FY 05-06 and 60 caseload projections.
However, a bottom-line adjustment has been madkeeiPremiums projection for SB 04-177.
HB 05-1262 (Tobacco Bill) is expected to add cligntfive eligibility categories for a variety ofasons. The details are as follows.

The Department estimates that the Eligible Childreoug will add the most clients of any category. s¥lof the increase will be
because the asset test will be removed for childrehfamilies. Eligibility will also increase bessuof marketing of the Children’s
Basic Health Plan. Some of the additional clightg apply for the Children’s Basic Health Planlw# found eligible for Medicaid.
Based on the fiscal note for HB 05-1262, in FY @-he bill is expected to add 14,332 clients beeanf the removal of the asset
test and 844 because of marketing. For FY 064t fiscal note for HB 05-1262 indicated that thewauld be additions of 24,371
clients related to the removal of the asset tedt23A402 additional clients because of marketinghefChildren’s Basic Health Plan.
The numbers for FY 06-07 are a total increase amthraxdition to the FY 05-06 estimate.

A total of 3,440 clients for FY 05-06 and 5,849%edlis for FY 06-07 were added to the estimates fegvrically Eligible Low
Income Adults because of removal of the asset testddition, the Department adjusted for 4,886ltdto be added in FY 06-07
because of an increase in the allowable incomesptage of the federal poverty level being incredsétb percent.

The Baby Care Adults eligibility category is expekte increase significantly because the bill resdgpresumptive eligibility. The
Department increased caseload by an average d tli€nts in FY 05-06 and 1,549 in FY 06-07.

Based on the fiscal note for HB 05-1262, the bill add 527 clients to the Supplemental Securityolme for Disabled Individuals
eligibility category. The clients were on the wadfilists for Home and Community Based Services thedChildren’s Extensive
Support Waiver program.

The Breast and Cervical Cancer Treatment is alsea®g to increase because of HB 05-1262. The Depat's caseload reflects
an addition of 91 clients for FY 05-06 and projemtsl additional 116 for FY 06-07. The increaseuis tb funding being provided to
the Department of Public Health and Environmentoncer screenings.

Colorado Benefits Management SysteGolorado is the first state in the nation to depedad implement a fully integrated eligibility
system for cash assistance and benefits. The GoloBenefits Management System was designed so dieits could
simultaneously apply for more than one benefit. ydel streamlining benefits, the Colorado Benefitansigement System was
designed to remove the human element associatbaceiigibility decisions. The eligibility rules okeh program are imbedded in the
system. Eligibility decisions become objective amiform under the new system. This significant gehas affected the Medical
Services Premiums line item. Certain phenomenagdthdata results or caseload reporting including:

» Clients who were erroneously made eligible or gible in the past were corrected;
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» There was a backlog of applications for much of BYOS;

* There were delayed determinations and redetermimsatbeligibility;

* There was and still is a learning curve and cultanainge for county workers and Medical Assistantesorkers;
* There was a Benefit Freeze Flag.

In summary, Colorado’s economy is recovering aasiefr rate, but an impact on Medicaid clients ke more time to actualize.
Accounting for these economic conditions, the pgesaE HB 05-1262 and the fact that population agel @ontinue to increase, the
Department has revised its FY 05-06 projection ftbemFebruary 15, 2005 submission upwards.

METHODOLOGY

The Department’s caseload projections utilize gtesisforecasting methodologies to predict the Madl caseload by eligibility
category. Historical monthly caseload data froty 1993 to June 2005 and historical and forecasteshomic and demographic data
that were revised in June 2005 were used. Two dstary methodologies were used: trend and regresdibe software used by the
Department for developing trend and regressiorchsts id-orecast Pro XE.

Trend Models

Trend models have been very successful in foregasdfiedicaid caseloads. There are two types of trandels used to forecast
caseload: Box Jenkins and Exponential Smoothing.h Baadel employs a different mathematical algoritimat uses only the trend
history of the variable itself to predict futurelwas. The choice of algorithm varies dependinghenstatistical properties of the time-
series. For example, if a time-series exhibitsseeal patterns, the algorithm adjusts for thoseatians. Forecast Pro XEis
programmed to recommend logarithmic and other egptal transformations to the data series, whemeéeeappropriate, and will
even recommend whether an Exponential Smoothinghigel or the Box-Jenkins methodology is best fer plarticular series in
guestion. Generally, both trend techniques ard tséorecast caseload for each eligibility catggorhis allows for a greater choice
of projections for the Department to consider.

Exponential Smoothing

For over thirty years, Exponential Smoothing modedse been used to forecast data within a varietgpplications. Considered
simplistic, Exponential Smoothing models extraentt and seasonal patterns from a time-series thcpre future stream of values.
One advantage of this model is that it producesisblesults with limited data sets. This becomealuable for Medicaid eligibility
categories that have not been in existence for l@mg, such as the Breast and Cervical Cancer Tegdtmategory. Another
advantage of the Exponential Smoothing model is timattypes exist that address seasonality and ittygnéiolt and Winters. The
Holt Exponential Smoothing model adjusts for trendath, while the Winters Exponential Smoothing madilists for both trended
and seasonal data. Both Holt and Winters use se@uequations to determine the estimated parameteéhe model.
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Box Jenkins

As compared to Exponential Smoothing models, BoxXidsnmodels are more complex, but often producelteshat are more
accurate when the time-series are longer and staBtex Jenkins models employ an Auto Regressiveghatted Moving Average
procedure to extrapolate future values. This proaedits the autocorrelation function of a statigname-series with the minimum
number of parameters. Since the forecaster indalig specifies each parameter, Box Jenkins modats become much more
complex than their Exponential Smoothing countegpar® minimum of 36 observations is required tof@en a Box-Jenkins
forecast.

Regression Models

Regression analysis, unlike trend analysis, incages independent variables when making projectidigr example, a regression
equation may include the unemployment rate if iredaster expects that it has an affect on thdazabéor Categorically Eligible
Low-Income Adults. Statistically, the forecastandest whether or not there is a relationship betwindependent variables and the
caseload by constructing a correlation matrix. idMaes that are highly correlated with the caselasel more likely to be related.
Regression equations are useful in that they peosmme insight into why the trend projection isréasing, decreasing, or static.
Although regression equations help explain whydseoccur, their value depends on the quality ofrtdependent variables used. In
order to project caseload, historical and forechstdues of the independent variables must be u3éerefore, the accuracy of the
caseload forecast depends on the accuracy of teeafsted independent variables.

In June 2005, the Office of State Planning and Btidg and the Colorado Department of Local Affaid®@mography Division
supplied actual and forecasted values of the fafigundependent variables, which were used in ¢élgeassion models:

* Employment - level of employment, this variable isasured in thousands;

* Unemployment Rate - the number of unemployed do/isethe number in the labor force, this varialeneasured as a percent;
* Population by Age Group - level of population broketo specific age groupings;

» Total Wages - level of total wages, this variablemesasured in billions;

* Births - number of births per thousand women;

* Employment in the Service Industry - level of empi@nt in the service industry, this variable is nuees in thousands;

* Wages in the Service Industry - level of wagesgervice industry, this variable is measuredlliiobs; and

* Migration - net increases or decreases in the ptgtalation adjusted for births and deaths.

Trend vs. Regression Models

After several different forecasts are produced,Riepartment normally chooses one for each categiorynost eligibility categories,
trend and regression projections are consideradhd case of the Breast and Cervical Cancer categastatistical model could not
be applied and the estimate was based on the pncgjedf recommendation.

Page M-99



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND MIEMNG; FY 06-07 BUDGET REQUEST,; ASSUMPTIONS AND@AIATIONS

To determine which model is the best, the Departraeatluates each model’'s forecast on two criteradgess of fit and expected
growth patterns. Forecast ProXE performs several statistical tests that evaluategihodness of fit. These tests include: serial
correlation of first and multiple orders, heteradieticity, robustness of error terms, and collitgarEach model is judged on its
statistical soundness, and models that performlyp@we eliminated. Elimination is purely subjeetivand directly related to the
model’s statistical performance. Finally, the Dypeent is left with a reduced menu of forecastgdasider. Historical patterns,
along with economic and policy expectations ares@®red, and one model is chosen to be the bestonhe cases, the forecasts that
are produced by the models are adjusted upwardwnward based on information that is not internahie model.

CATEGORICAL PROJECTIONS

This section details the caseload projections lgelity category. For each category, the follogiare presented: a discussion of the
category, rationale for the forecast, caseloadotysin tabular form, and statutory authority. ForGraphical representation of
caseload history by category, see Exhibit R, page8 ERER-12.

SERVICES FOR SUPPLEMENTAL SECURITY INCOME ADULTS 65 and OLDERS{3SI 6

Colorado automatically provides Medicaid coverageirtdividuals who receive Supplemental Securityome. Supplemental
Security Income, authorized under Title XVI of thectl Security Act of 1965, is a federal cash dasise program for persons aged
65 and older, blind, or disabled. An individual shbhave income below the federal monthly maximumppimental Security Income
limit and limited resources. With a few exceptiprecipients must be United States citizens. ThgpEBumental Security Income for
adults aged 65 and older is included in this categalso included are individuals aged 65 and pldbo meet the Medicaid resource
and income requirements, but are not receiving Bapgntal Security Income. In addition, states megnd coverage to individuals
with incomes above the Supplemental Security Incéim&, and who meet the nursing home level of caReferred to as 300
Percenters, these clients have incomes no more3themnes the Supplemental Security Income maximimit,| and they meet the
level of care to be in a nursing home. Three-huwhd?ercenters constitute greater than half of thellees in the Home and
Community Based Services, Elderly, Blind, and Diedblaiver program.

The graph on Exhibit R, page ER-3 shows that growtlthis category has increased along with populatidrhe Department
speculates that the large spike in caseload iry @003 may be correlated with false implementatbér&B 03-176. As counties
began to implement SB 03-176, they may have shifteshts from other categories into the Suppleme8t&curity Income 65+
category. Once the court ordered injunction waglate, this shifting may have subsided. SB 034i&@r was implemented. The
Department estimates that the Medicare Moderniaatict of 2003 will add an average of 970 clientd=ii 05-06 and 1,940 clients
in FY 06-07. This increase will occur because lmaeime Medicare Part D clients will be screenededicaid as they apply for the
low-income subsidy. The Department projected atipesgrowth rate in FY 05-06 and FY 06-07 prior itccreases related to
Medicare Modernization Act of 2003.
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Supplemental Security Income 65+ Caseload History

Fiscal Year Caseload Change Over Prior Year Percerfhange
FY 02-03 34,48¢ 569 1.68%
FY 03-04 34,14¢ (336 -0.97%
FY 04-05 35,615 1,466 4.29%
FY 05-06 projection 37,636 2,021 5.67%
FY 06-07 projection 39,248 1,612 4.28%

26-4-201, C.R.S. (2005)
() Individuals receiving mandatory state supplamécluding but not limited to individuals receig old age pensions.

26-4-301, C.R.S. (2005)

(c) Individuals receiving home-and community-basedices as specified in part 6 of this article;

(f) Individuals receiving only optional state supmient.

(9) Individuals in institutions who are eligible der a special income level. Colorado’s programdiizens sixty-five years of age or
older or physically disabled or blind, whose grassome does not exceed three hundred percent afutinent federal supplemental
security income benefit level, qualifies for fedéumding under this provision.

SERVICES FOR SUPPLEMENTAL SECURITY INCOME ADULTS 60 to 64 Ydays (8SI| 60-64)

Colorado automatically provides Medicaid coverageirtdividuals who receive Supplemental Securityome. Supplemental
Security Income, authorized under Title XVI of thect&l Security Act of 1965, is a federal cash dasise program for persons aged
65 and older, blind, or disabled. An individualshhave income below the federal monthly maximumppBmental Security Income
limit and limited resources. With a few exceptiprecipients must be United States citizens. Déxhhdults aged 60 to 64 who are
eligible for Supplemental Security Income are ideld in this category (ER-4). Quality control cheoksur frequently to look for
eligibility coding errors that commonly result ihents being misclassified between this Medicaitegary and the Old Age Pension
State Only Medical Program (non-Medicaid) categoHjstorical miscoding can make it difficult to tarast this Medicaid category
as groups of individuals identified through thisgess may be abruptly moved in and out of thisgoate

Growth in FY 01-02 was unusually low. This was @dist due to the movement of 400 clients out oktbategory into the Old Age
Pension State Medical Program and due to the dditioim of the “Med-9” disability determination prasefor those under age 65 (see
the Supplemental Security Income for Disabled Ittligls section for a complete description of thedh\8¢.

Caseload is correlated with the population of adatied 60-64. This group is growing much fasten f@pulation as a whole and
that trend is expected to accelerate over thethes¢ years. The Department anticipates that stgaxyth will resume.
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Supplemental Security Income 60 to 64 Caseload Hisy

Fiscal Year Caseload Change Over Prior Year Percerthange
FY 02-03 5,45( 273 5.25%
FY 03-04 5,52¢ 72 1.32%
FY 04-05 6,103 575 10.40%
FY 05-06 projection 6,266 163 2.67%
FY 06-07 projection 6,608 342 5.46%

26-4-201, C.R.S. (2005)
() Individuals receiving mandatory state supplemeércluding but not limited to individuals receng old age pensions.

26-4-301, C.R.S. (2005)
(c) Individuals receiving home-and community-basexvices as specified in part 6 of this article;
(f) Individuals receiving only optional state sugmient.

QUALIFIED MEDICARE BENEFICIARIES (QMBs) AND SPECIAL LOW-INCOME MEDICAREEBEDARIES (SLIMBS)
Medicare eligible beneficiaries who have incomesaatertain federal poverty level and limited resesr may qualify to have
Medicaid cover some of their out-of-pocket expensash as their Medicare Part B premiums and abieisurance and deductibles.
The two groups of clients qualify for this cost-shgrprogram: Qualified Medicare Beneficiaries, &pkcial Low Income Medicare
Beneficiaries. Qualified Medicare Beneficiariev@ancomes at or below 100% of the federal poviawgl, and resources twice the
standard allowed under the federal Supplementalurgcincome program. These clients receive hobkpitaurance and
supplementary medical insurance premium coveragagalith Medicare coinsurance and deductibles. ci@pd.ow Income
Medicare Beneficiaries have incomes greater th&¥4lL6f the federal poverty level, but less than 120%6r Special Low Income
Medicare Beneficiaries, Medicaid only pays the dep@ntary medical insurance premiums.

The graph in Exhibit R, page ER-5, illustrates thatgh rates in this category have been positivesteady between FY 99-00 and
FY 03-04. Caseload trends are somewhat correlgtedeconomic indicators. This eligibility categomil have the largest
expansion related to the Medicare Modernization@®@&003. The Department added 3,650 cases onge/erd&Y 05-06 and 7,300
in FY 06-07 based on calculations in the fiscakrfor HB 05-1262. This increase will occur becaMselicare Part D clients will be
screened for Medicaid as they apply for the lovome subsidy. The Department projected a positige/r rate in FY 05-06 and
FY 06-07 prior to increases related to Medicare Btadzation Act of 2003.
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Qualified Medicare Beneficiaries and Special Low-lsome Medicare Beneficiaries Caseload History

Fiscal Year Caseload Change Over Prior Year Percerfhange
FY 02-03 8,94¢ 521 6.18%
FY 03-04 9,787 838 9.36%
FY 04-05 9,572 -215 -2.20%
FY 05-06 projection 13,219 3,647 38.10%
FY 06-07 projection 17,195 3,976 30.089

26-4-201, C.R.S. (2005)
(n) Individuals with income and resources at a lavhich qualifies them as Medicare-eligible undectson 301 of Title Il of the
federal “Medicare Catastrophic Coverage Act”

SERVICES FOR SUPPLEMENTAL SECURITY INCOME FOR DISABLED INDIVIDUALS

Colorado automatically provides Medicaid coverageirtdividuals who receive Supplemental Securityome. Supplemental
Security Income, authorized under Title XVI of thect&l Security Act of 1965, is a federal cash dasise program for persons aged
65 and older, blind, or disabled. An individual shhave income below the federal monthly maximumppBmental Security Income
limit and limited resources. With a few exceptiprexipients must be United States citizens. ThgpEBunental Security Income for
Disabled Individuals category includes the disalpedion of this group. These individuals: are 8lithave a physical or mental
impairment that keeps them from performing substhntork expected to last 12 months or result iatdeor are children who have a
marked and severe functional limitation expectethsd 12 months or until death. Children were adidethe Title XVI Act in 1972.
In addition, states may extend coverage to indedslwvith incomes too high for Supplemental Secuitgome, and who meet the
nursing facility level of care. Referred to as 3ércenters, these clients have incomes no morettinee times the Supplemental
Security Income maximum limit, and they meet theeleof care to be in a nursing home. Often, 30&c&ders are enrolled in a
Home and Community Based waiver program.

From 1990 to 1996, this category exhibited unprengztl growth rates. Factors contributing to thige were: intensified outreach
efforts to those with substance abuse problemshiceg up a backlog of disability determination apgtions; and the outcome of the
Zebley v. Sullivadawsuit. The 1990 outcome of tiZ@bley v. Sullivadawsuit found that children could not be held igher
standard of disability than adults were. Zebleyureed that children’s disability be measured usthgd appropriate activities. As a
result, the number of children determined to belled significantly increased until 1996. Welfaedorm in 1996 tightened the
disability criteria for children. An Individual Elgation Plan from the public school system was ogér sufficient to verify
disability, and children were required to have asgitian document their level of functional impaimbhe However, any child
receiving Supplemental Security Income before 1886 lost their Supplemental Security Income besdfiie to the new rules is
still eligible for Medicaid. This category also indes disabled adult children age 18 and older lwhbtheir Supplemental Security
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Income eligibility due to their parents receivingcil Security Administration benefits and disabldows and widowers aged 50 to
64 who lost Supplemental Security Income due ta¢leeipt of Social Security Administration benefits

Growth rates in this category have been extrenmlyih recent years, less than 1% in most years. gféygh in Exhibit R, page ER-
6, shows that caseload dramatically increased 8838 to 1997. From FY 96-97 to FY 03-04, casel@mdained relatively constant.
The caseload increased at a faster rate in FY 0470 FY 04-05 level of increase is not expectedaotinue. The Department
suspects that the implementation of several homé-cammunity- based waivers have caused the caks#&ldais category to level
off. Caseload trends are correlated with the patpan of residents aged 0 to 59 years. Finally,elimination of the Med-9 disability
determination reduced caseload somewhat. In Dy.2he Med-9 disability determination applicatimocess was disbanded due to
federal requirements. This process let individualder 65 who were seeking Medicaid coverage becatia disability experience
an expeditious application process as comparethtr applicants. By discontinuing the Med-9, caadlfell slightly.

Economic indicators should not have a significanpact on the caseload for this category. HB 05-1262 Tobacco Tax Bill, is

expected to add 527 clients to the category baseteofiscal note for HB 05-1262. This bill exparkde number of children that can
be enrolled in the Children’s Home — Community -s&a# Service (HCBS) Waiver Program and the Childré&iXtensive Support
(CES) Waiver Program. The Department anticipatesctseload will rise near typical historical leveiging the forecast period.

+Supplemental Security Income Disabled Individual€aseload History

Fiscal Year Caseload Change Over Prior Year Percerfthange
FY 02-03 46,37 29 0.06%
FY 03-04 46,56 187 0.40%
FY 04-05 47,626 1,061 2.28%
FY 05-06 projection 47,930 304 0.64%
FY 06-07 projection 48,072 142 0.30%

26-4-201, C.R.S. (2005)

() Individuals receiving supplemental securityone;

() Individuals who would be eligible except foetimcrease in old-age, survivors, and disabilitgurance under Public Law 92-336
(m) Individuals who become ineligible for cash sfsice as a result of old-age, survivors, and dlgghinsurance cost-of-living
increases after April, 1977;

(m.5) Disabled widows or widowers fifty throughtgiyears of age who have become ineligible forreddeupplemental security
income or state supplementation as a result of im@ag eligible for federal social security survivetbenefits, in accordance with the
social security act, 42 U.S.C. sec. 1383c.
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26-4-301, C.R.S. (2005)

(c) Individuals receiving home-and community-basedices as specified in part 6 of this article;

(9) Individuals in institutions who are eligible der a special income level. Colorado’s programdiizens sixty-five years of age or
older or physically disabled or blind, whose grassome does not exceed three hundred percent autinent federal supplemental
security income benefit level, qualifies for fedéumding under this provision.

SERVICES FOR CATEGORICALLY ELEIGBILE LOW-INCOME ADULTS

One of the primary ways that adults qualify for Medd is through Section 1931 of the federal Medicstatute. Under Section
1931, families who were eligible for cash welfassiatance under the Aid to Families with Depend&mtdren program are still
eligible for Medicaid even after the Aid to Famdigvith Dependent Children program was discontinuédd to Families with
Dependent Children was replaced by the Temporasystence for Needy Families program (referred t€awrado Works) on July
16, 1996. Clients enrolled in the Temporary Assistafor Needy Families program are no longer autwadyy eligible for
Medicaid. Therefore, the Categorically Eligible Lolmcome Adults category includes adults who recéfeglicaid under Section
1931 and those families who receive Temporary Aitléedy Families financial assistance coupled wittdMaid. Also included in
this category are adults receiving Transitional Madi. Transitional Medicaid is available to adutt§amilies who have received
1931 Medicaid three of the past six months and mecineligible due to an increase in earned incordglults may receive
Transitional Medicaid benefits for up to one yedransitional Medicaid Benefits were extended thro&giptember 30, 2005. The
Department has not received news from the fedenaimment as of September 30, 2005 if this progréhbe extended or not. The
Department’s forecast assumes that the TransitMedicaid program continues in FY 05-06 and FY 06-07

Growth rates in this category have been unprecedesihce FY 00-01. The graph in Exhibit R, page ERRBws that before 1999,
caseload in this category fell. Decreases in oaselcan be attributed to economic expansion anectsffof the Personal
Responsibility Work and Opportunity Reconciliatidot, known as welfare reform. When welfare refomas instituted in Colorado
in 1997, the link between cash assistance for wekad Medicaid was broken. When the Departmeptemented this change into
the Client Oriented Information Network eligibilijata system, it was estimated that 46°adi@nts had their cases closed in error.
In reaction, the Tatum lawsuit was brought agaihet$tate. Starting in May 2001, the Departmentabdg reinstate clients who
inadvertently lost their Medicaid eligibility. Téimay help to explain why from 1997 to 1999 castfe#l, and may have contributed
to a spike in caseload in FY 01-02 (this spike claarly be seen on the graph). For a completeaegtion of the Tatum lawsuit, see
the November 1, 2001 Budget Request, pages A-3738.

From 2001 to 2005, caseload has grown by an averb$6.2% per year. Caseload trends in this cayegoe highly affected by
economic conditions, and correlated to the popatatf adults aged 18 to 59. The 18-59 populatiopragected to grow by 1.4%
each of the next two years. The average gain fre@1-2004 was 2.7%. As compared to all other categothis caseload is more

8 Source: November 1, 2001 Budget Request, page A-37
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sensitive to job growth, unemployment, and wagas @my other, with the exception of Eligible ChildreFor FY 05-06 and FY 06-
07, the Department projects decreasing growth m@esa direct correlation with economic expectatgrnforecast by the Office of
State Planning and Budgeting.

Categorically Eligible Low-Income Adults Caseload Hkstory

Fiscal Year Caseload Change Over Prior Year Percerfhange
FY 02-03 40,021 6,674 20.019
FY 03-04 46,754 6,733 16.82%
FY 04-05 56,453 9,699 20.749
FY 05-06 projection 64,504 8,051 14.26%
FY 06-07 projection 70,194 5,690 8.82%

26-4-201, C.R.S. (2005)

(a) Individuals who meet the eligibility criteriarfthe aid to families with dependent children piag pursuant to rules that were in
effect on July 16, 1996;

(b) Families who meet the eligibility criteria fdne aid to families with dependent children progrestablished in rules that were in
effect on July 16, 1996, and who subsequently wbalee become ineligible under such eligibility eria because of increased
earnings or increased hours of employment whoggbéity is specified for a period of time by thegleral government;

(f) Qualified pregnant women . . . who meet th@me resource requirements of the state’s aid tali@snwith dependent children
program pursuant to rules that were in effect oty 16, 1996;

26-4-301, C.R.S. (2005)
(d) Individuals who would be eligible for aid tanfdies with dependent children if child care wesedofrom earnings;
(o) Persons who are eligible for cash assistanceeutite works program pursuant to section 26-2-706.

SERVICES FOR HEALTH CARE EXPANSION FUND FOR LOW INCOME ADULTS

Prior to FY 05-06, there was no caseload in thisgay. The Department has created a new categdrgdk Categorically Eligible
Low-Income Adults that are newly eligible becauseH® 05-1262, the Tobacco Tax Bill. This is knows the Health Care
Expansion Fund for Low Income Adults. HB 05-126@wk for expanding Medicaid to parents of enrolbaddren up to 75% of the
federal poverty level, although the estimate isedasn 60%. The Department estimates that by incgalse federal poverty level
threshold to 60%, approximately 4,886 clients Wwélincluded for FY 06-07 and FY 07-08 as shown ihikix B. The increase in the
percentage of allowable federal poverty level isesitiled to be implemented on July 1, 2006. Hethege is no adjustment for FY
05-06. This is inconsistent with the April 25, 20@5cal Note for this bill that estimated an impetation of November, 1, 2005.
this group would not receive prenatal benefits Whiesulted in a lower per capita than category Lovome Adults. The difference
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in per capita costs warranted a new eligibilityegatry to be updated. The Health Care Expansion furidbw Income Adult clients
are paid for through federal funds and HB 05-12@®e@y. This tobacco tax money is cash funds exempt.

SERVICES FOR BABY CARE ADULTS

Between 1986 and 1991, Congress extended Medraidw groups of pregnant women and children. Redeio as Baby Care/ Kid
Care in Colorado, the program was authorized thabhghMedicare Catastrophic Coverage Act of 1988e pitogram enrolls Baby
Care women and Kid Care children (see the Eligibhdd@en section of this document for information omildren). Baby Care
Adults are women with incomes up to 133% of theefatipoverty level. Coverage includes prenatad eand delivery services, plus
60 days of postpartum care. The Baby Care/ Kid @aogram serves a much higher income level thari®#34 families program,
and pregnant mothers are not subject to resousat/Asnitations to qualify for the program. Morewsythe Baby Care Program has
never had a cash-assistance component and wasgctedfby welfare reform.

Caseload trends for this category shown in Exhibip&e ER-8, are an enigma. From 1993 to 1998athwarseload decreased, but
was mired by numerous spikes. This overall decreasehave been due to economic expansion, butrdsepce of caseload spikes
complicates that theory. Again, the graph shows\amall increase since 1999, but jagged peaksarcaseload are distributed across
this period. To get an idea of why the caseloadepatis so odd, the Department investigated thedgeof several contributing
variables. From 1990 to 2000, the number of femlaéaded households increased 14.7% and the nuvhlierths per thousand
Colorado women has increased 24 3%{owever, from 1991 to 2002 teen pregnancy rate€alorado fell 19%° Economic
indicators may also affect caseload trends indaisgory.

Future projections for this category are affectgdhe return of presumptive eligibility for pregnamomen. Presumptive eligibility

allows pregnant women who had applied for Medit¢aiceceive services based on self-declaration thrgilstatus of their application
has been determined. The State paid for all M&tlicasts during this time regardless of whethenatrthe woman was eventually
found to be Medicaid eligible or not. On Septembe?2004, the Department discontinued this proediresumptive eligibility was

reinstated by HB 05-1262, the Tobacco Tax Bill, @ffecJuly 1, 2005. The fiscal note for that biltisgated that this change will
add 1,470 clients in FY 05-06 and 15,549 clientd¥ 06-07 on an annual average basis. Withoutrétern of presumptive

eligibility, the Department estimated that caseloadld increase slightly on a monthly basis betexeling off toward the end of the
forecast period. The annual average change is eratgg for FY 05-06 since the caseload was at ddothe year at the end of FY
04-05. Specifically, the June caseload figure dt@to4,846 while the FY 05-06 annual average estinsad2% higher at 6,889.

° Source: Female headed households - U.S. Censea®Budumber of Colorado births - Department of Léd#airs, Demography Division.
19 Source: National Vital Statistics
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Baby Care Adults Caseload History

Fiscal Year Caseload Change Over Prior Year Percerfhange
FY 02-03 7,579 448 6.28%
FY 03-04 8,203 624 8.23%
FY 04-05 6,110 -2,093 -25.52%
FY 05-06 projection 6,889 779 12.759
FY 06-07 projection 7,248 359 5.21%

26-4-201, C.R.S. (2005)

(f) Qualified pregnant women, and children undex #ge of seven, who meet the income resource egqeirts of the state’s aid to
families with dependent children program pursuantules that were in effect on July 16, 1996;

0) Low-income pregnant women, and children throtighage of six, whose income is at or below a gegarcentage of the federal
poverty level as determined by the federal govenime

SERVICES FOR SB 0152-12 BREAST AND CERVICAL CANCER TREATMENT CLIENTS

The Breast and Cervical Cancer Treatment prograsnawthorized under SB 01S2-012 and began enrelligiple women in July 2002.
Women under this optional coverage group were seckasing the Centers for Disease Control’'s ndtimmeast and cervical cancer early
detection and prevention guidelines, and foundateeltbreast or cervical cancer. These women arer the age of 65, uninsured, and
otherwise not eligible for Medicaid. The Coloradedical Services Board establishes the income asaolurce eligibility requirements
for this program. As of 2002, Colorado was onéatates that chose to cover women under thisgrog

Forecasting for this eligibility category cannotdmeomplished with any degree of confidence thraigtistical modeling. The estimate
for this category is derived from a combinatioranficipated increases by the program staff andipated increases because of HB 05-
1262 (ER-9). The anticipated increases that arduwtble to HB 05-1262 are because of increaseater screenings through the
Department of Public Health and Environment. Tiditeonal clients directly attributable to the lalte 91 for FY 05-06 and 116 for FY
06-07.
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Breast and Cervical Cancer Treatment Caseload Histy

Fiscal Year Caseload Change Over Prior Year Percerfhange
FY 02-03 46 - -
FY 03-04 103 57 123.9%
FY 04-05 86 -17 -16.5%
FY 05-06 projection 220 134 155.8%
FY 06-07 projection 350 130 59.1%

26-4-301, C.R.S. (2005)
(q) The breast and cervical cancer prevention paogipursuant to section 26-4-532.

SERVICES FOR ELIGBILE CHILDREN

One of the primary ways that children qualify foedicaid is through Section 1931 of the federal Mei statute. Under Section
1931, families who were eligible for cash welfassiatance under the Aid to Families with Depend&mtdren program are still
eligible for Medicaid even after the Aid to Famdisvith Dependent Children program was discontinuédd to Families with
Dependent Children was replaced by the Temporasystesice for Needy Families welfare program (reféto as Colorado Works)
on July 16, 1996, and clients under the Temporaistéance for Needy Families program were no lorgeomatically eligible for
Medicaid.

Transitional Medicaid is available to children inmidies who have received 1931 Medicaid three ofghst six months and become
ineligible due to an increase in earned incomeild@n may receive Transitional Medicaid benefits dip to one year. As of June
2003, there were 7,581 children on Transitional id&d. Authorization for Transitional Medicaid Bsfits was extended through
September 30, 2005. The Department’s forecast a&sstimat Transitional Medicaid will continue in FY-06 and FY 06-07.

Children who are born to women enrolled in the Bélaye/ Kid Care program are also included in thiegory. Between 1986 and
1991, Congress extended Medicaid to new groupseginant women and children. Referred to as Balrg/&ad Care in Colorado,

this program was authorized through the Medicarastmphic Coverage Act of 1988. The program esiddby Care women (see
the Baby Care Adults section of this document fdorimation on women) and Kid Care children. Kidr€ghildren are born to

women with incomes up to 133% of the federal pgvietel. Children are covered up to age six. ThbyBCare/ Kid Care Program
serves a much higher income level than the 193lilleanprogram, and pregnant mothers are not suligecesource or asset
limitations to qualify for the program. Moreovdhe Baby Care Program has never had a cash-assistamponent and was
unaffected by welfare reform in 1996.
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In previous years, this caseload was adjusted dlude Ribicoff children. Ribicoff children were itdren aged six to 19, with

incomes up to 100% of the federal poverty levehwisources limited to $1,000 who were born afegt&mber 30, 1983. Beginning
with age six, a new age cohort was phased-in eaah yCaseload was adjusted upwards to include dteklren. However, the final
cohort of children was phased-in during FY 02-G8ne further caseload adjustments are needed. foher¢he Eligible Children

category includes: children in families who receledicaid under Section 1931, children in famileso receive Temporary Aid to
Needy Families financial assistance coupled wittdigkad, children who are eligible for Kid Care, Ribff children, and children

who receive Transitional Medicaid.

The graph in Exhibit R, page ER-10, shows that fro®31® 1999 caseload in this category fell. This lcarattributed to economic
expansion and effects from the Tatum lawsuit (seedoaically Eligible Low-Income Adults section foraome information on the
lawsuit). When the Children’s Basic Health Plangrseam was enacted in 1998, it required that childre screened for Medicaid at
the same time. As more children applied, many i@rad to be Medicaid eligible and were enrollediadicaid.

Since FY 00-01, growth rates in this category hbgen unprecedented, ranging from 12.21% to 16.7@4seload trends in this
category are highly affected by economic conditiand correlated to population of children aged 8o Population of children
aged 0 to 18 years has increased by 20.1% from 92805 As compared to all other categories, this caski®anore sensitive to
job growth, unemployment, and wages than any dthig¢h the exception of Categorically Eligible Loweome Adults).

HB 05-1262, the Tobacco Tax Bill, is expected to 48dL76 clients in FY 05-06 and 26,773 in FY 06-O%he caseload. The FY
06-07 is a cumulative estimate and not in additorthe 15,176 added the previous year. The gaprimarily because of the

elimination of the asset test but gains are aldiwipated to occur because of marketing of the @®bit’'s Basic Health Plan. When
potential clients apply for the Children’s Basicdith Plan, they will be screened for Medicaid aadhe of them will be found to be

eligible. Before considering the additional cletiat are anticipated to be added because of HBR63, the Department anticipated
that the growth rate would slow before leveling ddie to improvements in economic conditions asciasted by the Office of State
Planning and Budgeting.

Eligible Children Caseload History

Fiscal Year Caseload Change Over Prior Year Percerfhange
FY 02-03 166,53] 22,628 15.729
FY 03-04 192,04¢ 25,511 15.32%
FY 04-05 220,592 28,544 14.869
FY 05-06 projection 240,507 19,915 9.03%
FY 06-07 projection 258,638 18,131 7.54%

M Source: Department of Local Affairs, Demographyifion
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26-4-201, C.R.S. (2005)

(a) Individuals who meet the eligibility criteriarfthe aid to families with dependent children piag pursuant to rules that were in
effect on July 16, 1996;

(b) Families who meet the eligibility criteria fdne aid to families with dependent children progrestablished in rules that were in
effect on July 16, 1996, and who subsequently wbalee become ineligible under such eligibility eria because of increased
earnings or increased hours of employment whoggbéity is specified for a period of time by thegleral government;

(f) Qualified pregnant women, and children undex #ge of seven, who meet the income resource egqeirts of the state’s aid to
families with dependent children program pursuantules that were in effect on July 16, 1996;

(g) A newborn child born of a woman who is categahcneedy. Such child is deemed Medicaid-eligdoiethe date of birth and
remains eligible for one year so long as the womsamains categorically needy and the child is a me&nalh her household.

(o) Low-income pregnant women, and children throtighage of six, whose income is at or below aagegiercentage of the federal
poverty level as determined by the federal govenime

26-4-301, C.R.S. (2005)
(d) Individuals who would be eligible for aid tanfdies with dependent children if child care wesedofrom earnings,
(o) Persons who are eligible for cash assistancesutite works program pursuant to section 26-2-706.

SERVICES FOR FOSTER CHILDREN

Federal law mandates that states provide Medicaiddividuals under Title IV-E of the Social Securigt (42 U.S.C. 470-479A)
for adoption assistance and foster care. Title Iig-& subpart of Title IV, Child Welfare, of the fedeSocial Security Act. Title IV-
E provides federal reimbursement to states for dleenrand board costs of children placed in fostend® and other out-of-home
placements. This is an entitlement program fordcan who are eligible and for whom the state cak seimbursement. Eligibility
is determined on family circumstances at the tichemthe child was removed from the home. Oncébétigthe state determines if it
can claim reimbursement for maintenance costshierchild. Adoption assistance is available foldsen with special health care
needs who meet the same requirements. Statesh@oeption to extend Medicaid to former foster canédren aged 18 to 20 years
who were eligible for Title IV-E prior to their 18thirthday. In Colorado, all children in foster caaged O to 20 years are
automatically Medicaid eligible.

Caseload in this category is also affected by @nognatic changes initiated by the Department of Hu®arvices who oversee the
Child Welfare system. In January 2001, the Depantnof Human Services converted to a new data tiegasystem for children in
foster care called Trails. The conversion may béglgrresponsible for the unusual slowness expeed in this category FY 00-01
and FY 01-02.

Page M-111



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND MIEMNG; FY 06-07 BUDGET REQUEST,; ASSUMPTIONS AND@AIATIONS

The graph in Exhibit R, page ER-11, shows that graats in this category since FY 02-03 have beeitipesind steady. Caseload
trends are correlated with population of childrged0 to 18, and somewhat correlated with econamdicators. For FY 05-06 and
FY 06-07, the Department expects growth rates toedee slightly.

Foster Care Caseload History

Fiscal Year Caseload Change Over Prior Year Percerfthange
FY 02-03 13,847 722 5.50%
FY 03-04 14,79( 947 6.84%
FY 04-05 15,669 879 5.94%
FY 05-06 projection 16,499 830 5.30%
FY 06-07 projection 17,029 530 3.21%

26-4-201, C.R.S. 2005
(h) Children for whom adoption assistance or fosi@re maintenance payments are made.

SERVICES FOR NON-CITIZENS

Section 403 of the Personal Responsibility Work @pmity Reconciliation Act provides that certammigrants arriving in the
United States after August 22, 1996 are ineligfblefull Medicaid benefits for their first five yes of residence. The five-year ban
only applies to immigrants who arrived in the Uditetates after August 22, 1996. Full Medicaid cage of individuals for the first
five years is optional except for emergency seszideer federal regulations, states must providedatary full coverage for:

* Refugees for the first seven years after entrytinoUnited States;

» Asylees for the first seven years after asylunrantged,;

* Individuals whose deportation is being withheld thoe first seven years after the initial withhold:;
* Victims of trafficking;

» Lawful permanent residents who have 40 qualifyingrs of Social Security coverage;

* Cuban or Haitian entrants; and,

* Immigrants who are honorably discharged veterankeotnited States military.

Regardless of whether the individual is an opticsramandatory immigrant, federal law requires &dtess to provide emergency
medical services for individuals who otherwise mdeticaid eligibility criteria, except for U.S. @enship.

In April 2001, an eligibility policy change was itgmented such that clients are now only countedligle in the months they
receive emergency medical care. Prior to thiscgathange, eligibility for this group continued iasvould for any other category,
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although only for emergency medical services. é&@mple, a Non-Citizen with an emergency visit @rilA2000 could be eligible

in that month, and continue to be eligible for aangnmonths as he/she met other eligibility criteriche same client would only be
eligible for one month, had the emergency servamioed in April 2001. Thus, caseloads presentaa #pril 2001 and forward are
much lower than in previous years. This explaimsléinge decline in FY 01-02, as seen on the gnafxhibit R, page ER-12.

The graph also illustrates that the growth ratehia tategory has had a positive trend since FY 221-0aseload trends should be
correlated with economic conditions and migratigantls. As the economy recovers, more immigraeapected to migrate to the
State. In addition, research shows that immigrargdiving longer than natives of the United StafeWith gradual improvement in
the economy and increased longevity, the Departmepects that the caseload in this category wafitcwue to rise significantly.

Non-Citizens Caseload History

Fiscal Year Caseload Change Over Prior Year Percerfhange
FY 02-03 4,101 73 1.81%
FY 03-04 4,604 503 12.27%
FY 04-05 4,976 372 8.08%
FY 05-06 projection 5,399 423 8.50%
FY 06-07 projection 5,746 347 6.43%

26-4-201, C.R.S. (2005)

(2) (a) A qualified alien who entered the Unitedt&sabefore August 22, 1996, who meets the excemteswibed in the federal
“Personal Responsibility and Work Opportunity Recaatibn Act of 1996,” Public Law 104-193, as amend&thll receive benefits
under this article.

(b) A qualified alien who entered the United Stadasor after August 22, 1996, shall not be eligilde lienefits under this article,
except as provided in section 26-4-230 (3), foe fjears after the date of entry into the Unitedt€tainless he or she meets the
exceptions described in the federal “Personal Resipditg and Work Opportunity Act of 1996”, Public 118104-193, as amended.

SUMMARY

The Department estimates that the Medicaid caseldaceach 439,069 in FY 05-06 and 475,214 in F¥@K without retroactivity.
The increases in overall caseload are primarilytdygrogram growth and legislation including HB 0%62 (the Tobacco Tax Bill)
and the Medicare Modernization Act of 2003. Priojets will be updated in February 2006 to inclule most recent economic
conditions, more current actuals, and the progréstB 05-1262 implementation. See Exhibit B for gaate information.

12 50urce: Pritchard, Justin. “Study: Immigrant QugtllU.S. Citizens.”_The Denver Po27 May 2004.
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lll. BASIC APPROACH TO MEDICAL SERVICES PREMIUMS CALCULATIONS

Once caseload is forecasted, the next step inrteegs is to forecast per capita costs. Per capgs contain price, utilization, and
Special Bill impacts. Inherent in the per capivatds the differential “risk” of each eligibilitgategory. The concept of “risk” can be
roughly described as follows: due to the differenicehealth status (age, preexisting condition,) egenerally healthy clients are less
costly to serve (lowerrisk”) than clients with severe acute or chronic mednesds requiring medical intervention (highasK”).
For example, on average, a categorically eligible income child is substantially less costly toveethan a disabled person each
year. Because Medicaid caseload is growing anddieg at differing rates by individual eligibilityategories, it is essential to
determine the anticipated cost per capita of edi¢heokinds of clients who will be served. In vdmpad terms and for most services,
the rate of change that was experienced acrosalastpenditure reference periods is applied toftiere in order to estimate the
premiums that will be needed for FY 05-06 (currgedr) and FY 06-07, the request year. To that mjastments are made due to
policy items or environmental changes (e.g., Ch&eguests and new legislation).

Following is the detailed discussion of how thejgetons were prepared for this budget request.

Analysis of the Rate of Change in the Services:

In regards to the annual rates of change in eadividwal service within the Medical Services PremsaiLong Bill Group, an
interesting observation relates to the issue gjil@lity mix. Note that in the years when casela@aerall was rising (i.e., FY 99-00
through FY 04-05), the per capita cost decreasedsa nominally overall. This illustrates that thajority of growth in these years
was in the least costly populations. It may alkssirate that caseloads tend to rise during steessomic times, and there are less
chances for provider rate increases during thesesti It is not possible to review the per capitst change over time in isolation to
check for the reasonableness of the budget. Ors¢ lonk further into the per capita cost changelyibility category (Exhibit EB-
1). See the following history of premium rategyodwth.

Calculation of Rate of Change in Expenditures for Mdical Services to Clients
Fiscal Year | g oilles | Caseload | percapita | g NS | P ond | Per capras
FY 95-96 $991,235,479 254,08! $3,901.2 N/A N/A N/A
FY 96-97 $1,127,919,788 250,094 $4,509.9 13.799 (1.57% 15.609
FY 97-98 $1,104,970,992 238,59¢ $4,631.1 (2.03% (4.60% 2.69%
FY 98-99 $1,176,233,410 237,59¢ $4,950.5 6.45% (0.42% 6.90%
FY 99-00 $1,308,420,106 253,25/ $5,166.4 11.249 6.59% 4.36%
FY 00-01 $1,416,535,408 275,394 $5,143.5 8.26% 8.74% (0.44%
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Calculation of Rate of Change in Expenditures for Mdical Services to Clients
Fiscal Year | gy tilles | Caseload | Percapia | FoomiN | M ond | Per capras
FY 01-02 $1,536,804,691 295,411 $5,202.2 8.49% 7.27% 1.14%
FY 02-03 $1,651,670,874 327,391 $5,044.8 7.47% 10.839 (3.02%
FY 03-04 $1,841,738,922 362,53] $5,080.2 11.519 10.739 0.70%
FY 04-05 $1,893,285,566 402,80; $4,700.2 2.80% 11.119 (7.48%
FY 05-06 Projection $2,045,792,851 439,06 $4,659.3 8.06% 9.00% (0.87%
FY 06-07 Projection $2,157,905,163 475,214 $4,540.91 5.48% 8.23% (2.54%

The Upper Payment Limit financing in FY 01-02 thgbuFY 05-06 is excluded from this table. The Claakbpayment of $30,984,982 in FY 05-06 and $613%&®in FY 06-07
was excluded from their respective fiscal yeargrbpns.

Rough Five Year Projection:

Due to extreme unpredictabilities experienced iattime, a five-year projection of caseload andqagrita cost is not included in this
submission. However, a rough estimate of caseloadrY 07-08 is provided in Exhibit B and a rouglimste of per capita is
provided in Exhibit C. These are only rough estasdiased on a basic trend from FY 99-00 to theept®jl FY 06-07. The FY 07-
08 projections are computed in a straight-line f@sHrom historic actual caseload growth and exjgenel growth. They do not
include program policy changes, Decision Items asd8 Reduction items, economic changes, and/or imac enrollment and
eligibility. These projections do not represenbéficial Budget Request for Medical Services Premmsu

V. RATIONALE FOR GROUPING SERVICES FOR PROJECTION PURPOSE

The Medical Services Premiums calculations are gdupto like kinds of services and similar calcidiatconsiderations. Actual
collection of data for expenditures is very detailbut for purposes of preparing projections, ptemcalculations are clustered into
several groupings. This is done to improve thearaisleness of the projections that result fromctédeulations. The objective is to
cluster services that have like characteristiog.(€ommunity based long term care services) oclwkdemonstrate a high degree of
relationship (e.g., the impact of health mainteeancganization service utilization on inpatient pite, outpatient, physician
services, etc.). Adversely, the approach of ptojgahe budget by individual service category apglying historic rates generates a
materially higher forecast.

Following are the service groupings used in conmguthe projections or summarizing individual seevaalculations in this Budget
Request.
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Acute Care Services

Physicians Services and Early and Periodic Screebilagnosis, and Treatment Program
Emergency Transportation

Dental Services

Family Planning

Health Maintenance Organizations

Inpatient Hospital

Lab and X-ray

Durable Medical Equipment

Outpatient Hospital

Prescription Drugs

Prescription Drug Rebates

Rural Health Clinics

Federally Qualified Health Centers

Title XVIII (Medicare Coinsurance and Deductible)

Home Health

Breast and Cervical Cancer Treatment (authorize8®¥1S2-012, services to clients began July 1, 002

Community Based Long Term Care Services

Home and Community Based Services-Elderly, Blind Bre&bled Client Services (will include In-Home $opt Services in the
near future)

Home and Community Based Services-Elderly, Blind Rrsébled Mentally IlI

Children’s Home and Community Based Services, od®@00 Program [formerly called Katie Beckett Waiv(will include In-
Home Support Services in the near future)

Home and Community Based Services-Persons Liviri) WIDS

Consumer Directed Attendant Support Waiver

Consumer Directed Care for the Elderly Waiver (potgd to start by October 2005)

Private Duty Nursing (often seen together with hdrealth for budget purposes prior to FY 02-03)

Hospice

Home and Community Based Services for PersonsBvdm Injuries

Long Term Care Services (a summary of the totalsrafividual service calculations, not a grouped calation):

Class | Nursing Facilities (independent calculation
Class 1l/1V Nursing Facilities (independent caldida)
Program for the All-inclusive Care for the Elderigdependent calculation)
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Insurance Services (a summary of the totals of imdiual service calculations, not a grouped calcutat):
« Supplemental Medicare Insurance Benefit — includedith Insurance Buy-In in FY 92-93 (independetdation)
« Health Insurance Buy-In (independent calculation)

Service Management (a summary of the totals of widual calculations,_not a grouped calculation
» Single Entry Point Agencies (independent calculgtion

» Disease Management (independent calculation)

* Administrative Services Organizations.

FEDERAL MATCH CALCULATIONS (Exhibit A)

The federal match calculations reflect the matcbrmftion provided from the federal Centers for Made and Medicaid Services,
as reported through the Federal Register. The defieancial participation rate for Medicaid is omputed by the Federal Funds
Information Service each year and is based ontevetde per capita earnings formula that is seedefal policy.

Bottom line adjustments are made for new legistatimt mandates fees for HB 03-1292 (ICF-MR Feéd)tar Upper Payment Limit
financing. These items are all discussed furthehig narrative. They are included as bottom lidgistments because they need to
be excluded from the trend of expenditures. Ontpeaditures for medical services to clients ardumhked in the trend of
expenditures.

The total request for FY 05-06 is compared to theDBY06 Long Bill plus Special Bills appropriatiofihe total request for FY 06-07
is compared to the total request of FY 05-06 aedR¥ 06-07 Base Amount (incorporating FY 05-06 La&ilyplus Special Bills and
out year impacts). There are two calculation woekss for each fiscal year, one with excluding theexdack Payment and the other
including it. The Department is requesting the Qlack Payment be removed from the Medical Servicemrms Long Bill group
and moved to Other Medical Services.

Finally, a checklist of items that have other titlaa standard calculation of program match ratgsasided in the following:

- Family Planning: There is 90% federal financialtiggration available for aldocumentedamily planning expenditures. This
also includes those services that are rendereddghrthe health maintenance organizations. Pleses&shibit F, page EF-9.

« Prenatal Costs: There is a portion of this line thdbr prenatal care for Non-Citizens. This idates program and therefore must
be funded through 100% General Fund. Please sabiExhpage EF-8.
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Breast and Cervical Cancer Treatment: At the owtsetis program, the federal match for this prognaas 65% federal and 35%
Cash Funds Exempt, from interest earnings from tHead@o Litigation Settlement Cash Fund. HB 04-1@nding Split for
Breast and Cervical Cancer Treatment) continuediniding through FY 04-05. Beginning in FY 05-@6e funding split is 65%
federal, 17.5% Cash Funds Exempt from interest egsnirom the Tobacco Litigation Settlement Cash Fand 17.5% General
Fund. The fund split is modified again beginning 88-07 to 65% federal, 8.75% Cash Funds Exempt,28025% General
Fund.

Obesity Treatment pilot program: The funding for pinegram is to be split 50% federal and 50% Cashd&utxempt from gifts,
grants, and donations received by the DepartmeHeafth Care Policy and Financing for the purpdshis Act.

Indian Health Services: The federal match for thegpam is 100%. This is a rough estimate only, tdasethe prior four federal
fiscal quarters of data. It is included in the geidfor information only.

Single Entry Point: There is a portion of this limatt is for private pay clients (4%) and is not rhatt with Medicaid federal
financial participation. Instead this must be faddhrough 100% General Fund.

Supplemental Medicare Insurance Benefit: The premifon Medicare are not federally matched for ckewho are 300%ers
(long term care clients whose income is 3 timesShpplemental Security Income payment level). €htty 80.04% can be
matched.

The Upper Payment Limit financing offset to Genémahd is a bottom line adjustment to total expemdgu The Upper Payment
Limit financing methodology accomplishes the follag:.

a. Increases the Medicaid payment up to the fedegdlibyvable percentage for all public government odvoe operated home
health agencies, outpatient hospitals, and nufsicitities without an increase in General Fund.

b. Maximizes the use of federal funds available to 8tate under the Medicare upper payment limit tghothe use of
certification of public expenditures.

c. Reduces the necessary General Fund cost by ugrigdaral funds for a portion of the State’s siudrine expenditures.

Fund Transfer and Health Care Expansion Fund: Thelazs impacts of the Health Care Expansion Fund Q8B.262) are
already included in the Medicaid caseload projestio See Exhibit B page EB-1 through EB-3 for addaianformation. The
Medical Services Premiums request is based on tteesgoad projections and per capita costs, asibedan detail below. The
overall request for each service category (AcuteeC@ommunity Based Long Term Care, Long Term Cacklasurance, and
Service Management) is rolled into the Federal Ka@alculation, Exhibit A, pages EA-1 through EA-4litpg the request by
General Fund, Cash Funds Exempt, and federal fuwadsdingly by line item. For simplicity, the Fuidansfer and Health Care
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Expansion Fund (page EA-5 through EA-8) show thelfsplit adjustments that need to be made to thee@efrund amounts
shown in the top section of the Calculation of Nha&xhibits (page EA-1 through EA-4). The followingclude a list of
adjustments and their funding split:

a. Breast and Cervical Cancer Treatment Expansion Populas 50% federal funds, 50% Cash Funds Exempt ftben
Prevention, Early Detection, and Treatment Fund tadmeinistered by the Department of Public Healith Bnvironment.

b. Disease Management — 50% federal funds, 50% CastisHoxempt from the Prevention, Early Detection, &rehtment
Fund to be administered by the Department of Pudidialth and Environment.

c. Impact on Medicaid from marketing the Children’ssBaHealth Program, Medicaid asset test (childegraasion), Medicaid
asset test (adult expansion), presumptive eligybiingle Entry Point costs for Children’s Home Goumnity Based Services
Wait List, Single Entry Point costs for Children’stBrsive Support waiting list, Children’s Extensivepfort waiting list
State Plan services, Children’s Home Community BaServices waiting list State Plan services, Chitds Home
Community Based Waiver services, legal immigraMedicaid parents expansion (FY 06-07 — itemizedeiquest under
Health Care Expansion Fund Low-Income Adults eligipcategory) — 50% federal funds, 50% Health Caxpansion Fund.

The items above are summed for each fiscal yeamaasidgle line adjustment is included in on the Glalton of Match exhibits to
correct the funding splits.

Historically, the FY 06-07 Projection over the F¥-06 Appropriation plus Special Bills request row the Federal Match
Calculations sheet (page EA-3 and EA-4 of ExhibidAl) not equal Column 6 + Column 8 of the Scheduteié the annualization of
specials bills from the prior Legislative Sessiddeginning with the FY 06-07 request, the annuélirs have been included to this
exhibit so the amounts correspond with the Scheglule

MEDICAID CASELOAD PROJECTION AND REQUEST WITHOUT RETROACTITY (Exhibit B)
This exhibit is described in the Caseload Assumptemd Calculations.

HISTORY OF PER CAPITA COSTS - Cash Based Per Capita, T&gbenditures, and Caseload (Exhibit C)
Medical Services Premiums per capita costs, expaedand caseload history (through FY 04-05) arajegtions are included for
historical purpose and comparison.

SUMMARY OF REQUEST BY ELIGIBILITY CATEGORY (Exhibit D)

The exhibit displays the Medical Services Premiuasetoad, per capita costs and expenditure profectmr FY 05-06 and FY 06-
07 by eligibility category. Projections include piy Payment Limit Financing and financing bills. eTpprojections do not include the
Medicare Prescription Drug Clawback payment. Gakls non-retroactive.
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SUMMARY OF PREMIUM REQUEST by SERVICE GROUP (Exhibit)E
This spreadsheet is a summary of the requests bicasegrouping (Acute Care, Long Term Care, CommuBi&ged Long Term
Care) and by eligibility category for estimated B%¥-05, and the projected FY 05-06.

ACUTE CARE CALCULATIONS (Exhibit F, page EF-1 througlEF-4)

Acute Care services are calculated in a seriesepss At the top of the first page, historical emgitures with dollar and percent
changes are provided. Then historical per camisascand their percent changes are provided. Tétestep of the calculation is to
select a historical per capita percent change ifgp@ssible, to trend the last actual per cagité 04-05 in this case) to the next year.
Finally, bottom line adjustments for legislationda@hange Requests are made. Total expendituresattem line adjustments are
divided by the projected caseload to obtain a fpsalcapita cost.

Calculation of Per Capita Percent Change

The per capita percent change for several diffeyeats is computed for each eligibility categoryaper capita cost basis. The
period of time that was selected for computingttead or annual rate of change was FY 99-00 thrdtigl®4-05, excluding FY 98-
99. This period was selected for two reasons:, firss a recent period and second, because mbeatdth capitation expenditures
were known and removed from the data. FY 98-3@uded due to the change in fiscal agents. ltebDéer 1998, the fiscal agent
contract moved from Blue Cross/Blue Shield to Adfiékd Computer Systems. The transition year redufteexpenditure pattern
instability, as had been expected. Historically Hame percentage selected to modify current yeracapita costs (FY 05-06 for
instance) were used to modify the request yeacagita costs. This method was not utilized in afles for the FY 06-07 Request.

Percentages selected to modify per capita costsacelated to assess the percentages in lighhyfpalicy changes or one-time
costs that may skew just one trend year. Becauseeligibility categories differ in eligibility regrements, demographics, and
utilization, different trends are used for eaclyiblility category. The percent trends selected for05-06, with the rationale, are as
follows:

FY 05-06

Because of various events occurring during FY O4g#scentages selected to trend the FY 04-05 pmtacamounts to FY 05-06
were analyzed by eligibility category and seledbaded on historical trend of expenditures. Peacgs selected in Exhibit F have
been bolded for clarification.

* Supplemental Security Income Adults 65 and OldefOAP-A): The 3-year average (FY 02-03, FY 03-04, &Yd04-05) was
selected at 1.54% since the per capita cost mod@ifi@.76% would seem to result in too low of atireate and 4.17% in too high
of an estimate. The 1.54% seems appropriate ascibse to the overall increase to expenditureSYird4-05 of 1.65%. The
legislative impact to this eligibility category fétY 05-06 is estimated to be a reduction of $21,3838. Before the legislative
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impacts, the 1.54% increase applied to the FY OpdIiccapita cost resulted in an increase in estidnekpenditures for FY 05-06
of 6.44%, as compared to FY 04-05 actual expereiturDue to post-legislative impacts, the 1.54%lted in a decrease in
estimated expenditures for FY 05-06 of 8.11%, camgbéo FY 04-05 actual expenditures.

* Supplemental Security Income Adults 60 to 640AP-B). The 3-year average (FY 01-02, FY 02-03d &Y 03-04) was
selected at 4.99%. Expenditures in this eligibiitgegory have fluctuated significantly from yearyear, and this is a moderate
growth rate considering. The percentages calculatedodify the FY 04-05 per capita ranged from @through 10.83%. The
legislative impact to this eligibility category férY 05-06 is estimated to be a reduction of $3569, Before the legislative
impacts, the 4.99% increase applied to the FY OpdIccapita cost resulted in an increase in estidhekpenditures for FY 05-06
of 7.32%, compared to FY 04-05 actual expenditur€sie to post-legislative impacts, the 4.99% resllin an increase in
estimated expenditures for FY 05-06 of 0.26%, camegbéo FY 04-05 actual expenditures.

» Supplemental Security Income Disabled Individual{AND/AB): A 5-year average (FY 00-01 through FY 08} of 4.37% was
selected. Similar to Supplemental Security Incohakilts 60 to 64, expenditures in this eligibilitategory have fluctuated
significantly from year to year. The 4.37% resuitsan estimated expenditure of $421,836,270, mesletive impacts, an
increase of $20,532,579 over FY 04-05. This is lothan the dollar increase experienced between Fg0through FY 03-04.
The legislative impact to this eligibility categofgr FY 05-06 is estimated to be a reduction of $29,908. Before the
legislative impacts, the 4.37% increase applietthéoFY 04-05 per capita cost resulted in an ina@@agstimated expenditures for
FY 05-06 of 4.44%, compared to FY 04-05 actual exigeres. Due to post-legislative impacts, ther%3esulted in a decrease
in estimated expenditures for FY 05-06 of 2.83%mpared to FY 04-05 actual expenditures.

» Categorically Eligible Low-Income Adults (1931 clients, formerly called AFDC-A): The 2-yearerage of 3.88% for FY 01-02
and FY 03-04 was selected for this category. \Whih exception of FY 04-05, this eligibility categdnas experienced large
increases in expenditures year to year (ExhibitdgepEF-4). The average percentage change FY 96r8ugh FY 04-05 is
10.22%. The selected percentage tames this grovithtiae FY 04-05 experience. The legislative impiacthis eligibility
category for FY 05-06 is estimated to be $3,173,3B6fore the legislative impacts, the 3.88% insecapplied to the FY 04-05
per capita cost would result in an increase inmesed expenditures for FY 05-06 of 18.59%, compdce&Y 04-05 actual
expenditures. Due to post-legislative impacts,388% would result in an increase in estimatecergfures for FY 05-06 of
20.31%, compared to FY 04-05 actual expenditures.

» Health Care Expansion Fund Low-Income Adults: Not applicable for this fiscal year.

» Breast and Cervical Cancer Treatment:Based on the new methodology for forecasting éfigbility category as described
earlier, there was no percentage selected to maldéyFY 04-05 per capita. However, the percentagiiction of 11.39%
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selected to modify per capita line in Exhibit F, dff--2, represents the percentage change betweéiYtB4-05 per capita and
the estimated FY 05-06 per capita.

» Eligible Children (1931 children and Baby Care/Kids Care childreithe 3-year average of 3.87% for FY 99-00 throughORY
02 was selected for this eligibility category. Thias the only positive trend result for this catggand the Department does not
believe that the per capita cost for this categuitygo down. The legislative impact to this elidity category for FY 05-06 is
estimated to be $4,767,576. Before the legislatiyeacts, the 3.87% increase applied to the FY D44 capita cost resulted in
an increase in estimated expenditures for FY 054061.67%, compared to FY 04-05 actual expenditui2ge to post-legislative
impacts the 3.87% resulted in an increase in egtimaxpenditures for FY 05-06 of 14.87%, compa@d-Y 04-05 actual
expenditures.

» Foster Care The 3-year average of 4.31% (FY 01-02, FY 02-0@l BY 03-04) was selected for this category. Therage is
appropriate since there is no dramatic varianam fyear to year. The legislative impact for thigllity category in FY 05-06 is
estimated to be $665,892. Before the legislativeacts, the 4.31% increase applied to the FY OgebTapita cost resulted in an
increase in estimated expenditures for FY 05-08.60%, compared to FY 04-05 actual expendituresie i post-legislative
impacts, the 4.31% resulted in an increase in estidhexpenditures for FY 05-06 of 11.17%, compdce#Y 04-05 actual
expenditures.

» Baby Care Adults. The 3-year average (FY 02-03, FY 03-04, and FYOBYof 12.86% was selected for this category. This
category has experienced a wide variance of ineseaghis large increase over FY 04-05 is suppattedto the reinstatement of
presumptive eligibility, effective July 1, 2005. dlegislative impact to this eligibility categorgrfFY 05-06 is estimated to be
$598,360. Before the legislative impacts, the @Z8ncrease applied to the FY 04-05 per capita @silted in an increase in
estimated expenditures for FY 05-06 of 27.16%, cameg to FY 04-05 actual expenditures. Due to fegslative impacts, the
12.86% resulted in an increase in estimated expaedifor FY 05-06 of 28.70%, compared to FY 04ab&ual expenditures.

* Non-Citizens For this category, the per capita increase betweY 95-96 and FY 96-97 of 15.11% was selected.e Th
Department does not anticipate a significant radocin the eligibility category so the negative 82 was not considered an
option. The 2.97% was believed to result in an axiprate increase in expenditures of $4.5 millioeerningly lower than
historical expenditure patterns experienced. Th&134 would result in too large of an increase ipemnditures. The legislative
impact for this eligibility category in FY 05-06 estimated to be $501,294. Before the legislativeacts, the 15.11% increase
applied to the FY 04-05 per capita cost resulteaninncrease in estimated expenditures for FY 06f81.87%, compared to FY
04-05 actual expenditures. Due to post-legislatiwpacts, the 15.11% resulted in an increase imagtd expenditures for FY
05-06 of 26.18%, compared to FY 04-05 actual experes.
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* Qualified Medicare Beneficiaries and Special Low-lcome Medicare Beneficiaries: The 2-year average (FY 00-01 and FY
01-02) of 1.54% was selected for this category.adeas for this selection are: 1) this was the quagitive modifier; 2) the
Medicare Modernization Act may impact this categoggulting in an increase in expenditures; andt 33 not anticipated a
decrease in expenditures will occur. The legistaitiapact for this eligibility category in FY 05-06 estimated to be a reduction
of $7,133. Before the legislative impacts, the4¥bincrease applied to the FY 04-05 per capita memilted in an increase in
estimated expenditures for FY 05-06 of 40.20%, cameg to FY 04-05 actual expenditures. Due to feggtiative impacts, the
1.54% resulted in an increase in estimated expameditfor FY 05-06 of 39.83%, compared to FY 04-Ofhial expenditures.

Calculation of the Base:

Once a per capita percent change percentage esklé is applied to the actual FY 04-05 per tapbst to generate the estimated
FY 05-06 per capita cost. Change Requests andldége adjustments are applied at this stage araVviaed estimated FY 05-06
total is calculated. The dollar amount is dividgdte estimated FY 05-06 caseload for a revisathagtd FY 05-06 per capita.

Change Requests and Other Adjustments (See V. Aalthl Calculation Considerations section below fadditional information

on the legislative impacts.):

e 2005 Legislative Impact for FY 05-06 for additiohautpatient to Substance Abuse was authorized8r0B1015 and funded in
SB 05-209. This is an increase to Acute Care df(83485, which represents six months of estimatpeémditures.

e 2005 Legislative Impact for FY 05-06 for Implemeida of Obesity Treatment pilot was authorized iB B5-1066 and funded
in SB 05-209. This is an increase to Acute Carg3df898.

* 2005 Legislative Impact for FY 05-06 for implemdarda of a 2% Inpatient and Home Health providereramcrease
recommended by the Joint Budget Committee, apprbyetie General Assembly, and funded in SB 05-ZDis is an increase
to Acute Care of $8,972,252.

* 2005 Legislative Impact for FY 05-06 for implemetrda of a 2% physician provider rate increase revemded by the Joint
Budget Committee, approved by the General Assendotg, funded in SB 05-209. This is an increase totécdCare of
$6,831,445.

* Anticipated prescription drug savings per Mediddiedernization Act funded in SB 05-209. This is @r@ase to Acute Care of
$62,394,408 million. The savings represents a-yedf impact since the Medicare Modernization Aceffective January 1,
2006.

* FY 05-06 Decision Item #11 included in the NovembgeR004 Budget Request - Hospital and Federallgli@ed Health Clinic
Audits to Increase Recoveries funded in SB 05-1Tas is a decrease to Acute Care of $100,000.

 FY 05-06 Budget Amendment - Federally Required Raynkrror Rate Measurement (PERM) Project fundedBn05-209.
This is a decrease to Acute Care of $796,710.

e The sum of the impacts above decreased the estirR¥té€8-06 Acute Care projection by $44,203,038.

e The revised estimated FY 05-06 Acute Care totalestis $1,282,692,169.
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FY 06-07

Similar to FY 05-06, a per capita percent changevgr factor is selected to trend the revised FYO85er capita amounts to FY 06-
07. Each growth factor was analyzed by eligibititegory and selected based on historical tremc@énditures. Where applicable,
the percentages selected in Exhibit F have beenidingad and italicized for clarification.

The percent trends selected for FY 06-07, with #tiemnale, are as follows:

Supplemental Security Income Adults 65 and Olde(OAP-A): The same 3-year average of 1.54% (FY 02F0303-04, and
FY 04-05) selected to modify the FY 04-05 per aagdr FY 05-06 was used for FY 06-07. The legis@atimpact to this
eligibility category for FY 06-07 is estimated te b reduction of $17,972,636. Before the legigatinpacts, the 1.54% increase
applied to the revised estimate FY 05-06 per camt would result in an estimated increase in edperes for FY 06-07 of
5.89%, compared to revised estimated FY 05-06 ekpers. Due to post-legislative impacts, the %5#ould result in a
reduction in estimated expenditures for FY 06-07.64%, compared to revised estimated FY 05-06 reipges.

Supplemental Security Income 60 to 64OAP-B): The same 3-year average of 4.99% (FY 01F0202-03, and FY 03-04)
selected to modify the FY 04-05 per capita for F5¢¥d® was selected for FY 06-07. Expenditures is #figibility category have
fluctuated significantly from year to year. The qurtages calculated to modify the FY 04-05 pertaagnged from 0.67%
through 10.83%. The legislative impact to this ibligy category for FY 06-07 is estimated to beeauction of $3,279,334.
Before the legislative impacts, the 4.99% increagplied to the revised estimate FY 05-06 per caqotst would result in an
increase in estimated expenditures for FY 06-0I0072%, compared to revised estimated FY 05-O6rekpges. Due to post-
legislative impacts, the 4.99% would result in aoréase in estimated expenditures for FY 06-07.04%, compared to revised
estimated FY 05-06 expenditures.

Supplemental Security Income Disabled Individual{AND/AB): The 2-year average of 3.75% (FY 01-02 & 03-04) was
selected to modify the revised estimated FY 05-@6gapita. This is a slightly lower increase tliamincrease of FY 05-06 over
FY 04-05. A twenty million dollar estimated growith expenditures, prior to legislative impacts, sloet seem likely two fiscal
years in a row, based on historical expendituréepat. The legislative impact to this eligibilitategory for FY 06-07 is
estimated to be a reduction of $26,986,032. Befwedegislative impacts, the 3.75% increase agpbethe revised estimate FY
05-06 per capita cost would result in an increasestimated expenditures for FY 06-07 of 4.06%, parad to revised estimated
FY 05-06 expenditures. Due to post-legislative aetp, the 3.75% would result in a reduction inneated expenditures for FY
06-07 of 2.86%, compared to revised estimated FO®85xpenditures.

Categorically Eligible Low-Income Adults (1931 clients, formerly called AFDC-A): The samgear average of 3.88% for FY
01-02 and FY 03-04 selected to modify the FY 04p@5 capita for FY 05-06 was selected for this F¥0UG6 The legislative
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impact to this eligibility category for FY 06-07 éstimated to be a reduction of $4,443,588. Befoeclegislative impacts, the
3.88% increase applied to the revised estimate 9@per capita cost would result in an increasesimated expenditures for
FY 06-07 of 13.04%, compared to revised estimatédb-06 expenditures. Due to post-legislative iotpathe 3.88% would
result in an increase in estimated expenditure§Y¥o06-07 of 11.05%, compared to revised estimat®b-06 expenditures.

» Health Care Expansion Fund Low-Income Adults: No change was selected since the category will effleet July 1, 2006.

* Breast and Cervical Cancer Treatment Based on the new methodology in forecastingatttaeal per capita for this eligibility
category there was no percentage selected to mttkfyrY 05-06 per capita. The percentage of negativ2% on Exhibit F,
page EF-2, represents the percentage change betine€&Y 05-06 per capita and the estimated FY OfdY¥/capita. Again, the
Department anticipates the new methodology willvprto be more effective. The legislative impacthis eligibility category for
FY 06-07 is estimated to be a reduction of $55%foRe the legislative impacts, the reduction of2%7applied to the revised
estimate FY 05-06 per capita cost would resultrinrecrease in estimated expenditures for FY 064046031%, compared to
revised estimated FY 05-06 expenditures. Due wi-lggislative impacts, the negative 7.72% woulsuliein an increase in
estimated expenditures for FY 06-07 of 46.80%, careg to revised estimate FY 05-06 expenditures.

» Eligible Children (1931 children and Baby Care/Kids Care childreihe same 3-year average of 3.87% (FY 99-00, FYXO0-0
and FY 01-02) selected to modify the FY 04-05 agita for the FY 05-06 per capita was selected106-07. The legislative
impact to this eligibility category for FY 06-07 éstimated to be a reduction of $4,914,437. Befloeelegislative impacts, the
3.87% increase applied to the revised estimate 9@per capita cost would result in an increasestmated expenditures for
FY 06-07 of 11.71%, compared to revised estimatédb-06 expenditures. Due to post-legislative iotpathe 3.87% would
result in an increase in estimated expenditure§Y¥006-07 of 10.24%, compared to the revised et 05-06 expenditures.

» Foster Care The same 3-year average of 4.31% (FY 01-02, FY032and FY 03-04) was selected to modify the relise
estimated FY 05-06 per capita. The legislative ichpa this eligibility category for FY 06-07 is @siated to be a reduction of
$3,373,134. Before the legislative impacts, tHi&l% increase applied to the revised estimate FO®%Per capita cost would
result in an increase in estimated expenditure$¥06-07 of 7.66%, compared to the revised estoh&lY 05-06 expenditures.
Due to post-legislative impacts, the 4.31% woukllein an increase in estimated expenditures ¥006-07 of 0.50%, compared
to revised estimate FY 05-06 expenditures.

» Baby Care Adults: The same 3-year average (FY 02-03, FY 03-04, ah04-05) of 12.86% was selected to modify the FY 04
05 per capita for the FY 05-06 per capita. Itgsuaned the anticipated increase in FY 05-06 wititiowe into FY 06-07 due to
the reinstatement of presumptive eligibility, etfee July 1, 2005. The legislative impact to thigibility category for FY 06-07
is estimated to be a reduction of $247,402. Befioedegislative impacts, the 12.86% increase adpl the revised estimate FY
05-06 per capita cost would result in an increasestimated expenditures for FY 06-07 of 18.73%nuared to the revised
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estimated FY 05-06 expenditures. Due to postd&iie impacts, the 12.86% would result in an iase in estimated
expenditures for FY 06-07 of 18.24%, compared tordvised estimate FY 05-06 expenditures.

* Non-Citizens The 3-year average of 2.97% (FY 01-02 throughOBY04) selected to modify the FY 04-05 per captatiie FY
05-06 per capita. The legislative impact to thigikility category for FY 06-07 is estimated to $2,288. Before the legislative
impacts, the 2.97% increase applied to the revestuinate FY 05-06 per capita cost would resultnnirecrease in estimated
expenditures for FY 06-07 of 9.59%, compared tasexV estimated FY 05-06 expenditures. Due to |gggs$iative impacts, the
2.97% would result in an increase in estimatedettienditures for FY 06-07 of 9.59%, compared tordwsed estimate FY 05-
06 expenditures.

* Qualified Medicare Beneficiaries and Special Low-lcome Medicare Beneficiaries: The same 2-year average (FY 00-01 and
FY 01-02) of 1.54% was selected to modify the redigstimated FY 05-06 per capita. The legislativpaich to this eligibility
category for FY 06-07 is estimated to be a redactib$24,581. Before the legislative impacts, 1t#4% increase applied to the
Revised Estimate FY 05-06 per capita cost wouldlraauan increase in estimated expenditures for #6¢07 of 32.08%,
compared to the revised estimated FY 05-06 expamdit Due to post-legislative impacts, the 1.5484ld result in an increase
in estimated expenditures for FY 06-07 of 31.158mmpared to the revised estimate FY 05-06 experaditur

Calculation of the Base:

Once the per capita percentage change growth fexctelected, it is applied to the revised estichdt¥ 05-06 per capita cost to
generate the estimated FY 06-07 per capita coean@e Requests and legislative adjustments aréeedpdl this stage and a revised
estimated FY 06-07 total is calculated. The daaount is divided by the estimated FY 06-07 caskfoaa revised estimated FY
06-07 per capita.

Change Requests and Other Adjustments (See V. Aalthl Calculation Considerations section below fadditional information

on the legislative impacts.):

Adjustments to FY 06-07 include the following:

e 2005 annualized legislative impact for FY 05-06 dddition of outpatient to Substance Abuse wasaaigbd in HB 05-1015 and
funded in SB 05-209. This is an incremental inceeasAcute Care of $1,423,458.

e 2005 annualized legislative impact for FY 05-06ifaplementation of Obesity Treatment pilot was atttenl in HB 05-1066 and
funded in SB 05-209. This is an incremental incegasAcute Care of $81,897.

* FY 05-06 Budget Amendment - Federally Required Rayri&rror Rate Measurement (PERM) Project fundegBr05-209. This
is a decrease of $350,362 to Acute Care due toadization.

* Anticipated Prescription Drug savings per Medidsi@lernization Act funded in SB 05-209. This is anremental decrease to
Acute Care of $62,394,408 million due to annuaiarat The savings represents the second half ahtpact since the Medicare
Modernization Act is not effective until January2D06.
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e The sum of the impacts above decreased the estifR#té€6-07 Acute Care projection by $61,239,415.
e The revised estimated FY 06-07 Acute Care totalastis $1,351,577,016.

BREAST AND CERVICAL CANCER TREATMENT (Exhibit F, page E-5)

Based on the fact that new clients to the Breagt@arvical Cancer Treatment incur additional costsng the first year of treatment,
the per capita costs for these clients would badrigluring the first year and reduced throughoatrémainder of their treatment. In
an attempt to incorporate this scenario into thdget, the per capita estimate methodology for thea& and Cervical Cancer
Treatment has been revised. Essentially, two peitecaosts are calculated for 1) new clients an@xX2ting clients, and blended
together for the estimated per capita utilizechim tequest.

To determine the number of new clients, the actuab& and Cervical Cancer Treatment caseload foOE93 and FY 03-04

(Exhibit B) was used. The difference between FY 830d FY 02-03 is 57 clients that would be congdé€new” during FY 03-04.

Actual expenditures for FY 03-04 were $2,668,858 tfte Breast and Cervical Cancer Treatment. Anuwnhof $1,770,443,

estimated new client cost of $31,060.41 multipled 57 clients, was reduced from the FY 03-04 actxenditures equaling
$898,416. This amount was divided by 46 (103 ciient57 clients = 46 clients), resulting in an ergptclient per capita of
$19,530.78. These two per capita amounts ($31,060ew and $19,530.78-existing) were applied toRke05-06 and FY 06-07

estimated caseloads, when determining the amoum¢wfclients and existing clients. The Health (&xpansion Fund clients are
accounted for as new clients.

CALCULATION OF ANTIPSYCHOTIC DRUGS (Exhibit F, page EF-@hrough EF-7)

Antipsychotic drugs were moved from the Departmreptemium line to the Department of Human ServicesY 01-02. For FY
03-04, the General Assembly removed antipsychatiggifrom the Department of Human Services’ portbthe budget and located
those costs within the Medical Services Premiume liem of the Department. These expenditures aneincluded in the Acute
Care service group, within the Pharmaceutical Dsexyice category. Exhibit F, page EF-6 through Ei& rough projection of
antipsychotic drug expenditures for FY 05-06 and #6¢07. The FY 05-06 pre-rebate projection is basedhe average growth
percentage of FY 03-04 and FY 04-05 (26%). The @amantation of the Medicare Modernization Act onudaig 1, 2006 will impact
the pre- and post-rebate expenditures, reducingrbscription drugs paid for by Medicaid and transhg the liability to Medicare.
An estimated Medicare Modernization Act impact &48% is calculated utilizing the Department'seated prescription drug
expenditures ($302,529,912) for FY 05-06 (see ExI@bior details) and the estimated Medicare Modstidbn Act prescription drug
costs (pre-rebate of $161,641,759) from the Depanti®m FY 06-07 Revision to the Medicare Modern@atAct Change Request.
The amount is divided in half to represent a haHrympact. The FY 06-07 estimated expendituresal@ilated using the estimated
FY 05-06 expenditures as a base and increasing liyetine average percentage increase of FY 02-0Fand4-05 (29.52%). An
estimated 25.43%, the same percentage used byeheritnent to calculate the Medicare ModernizatichPPart D Drug Expenditure
impact in the FY 06-07 Revision to the Medicare Mtzation Act Change Request, was used to caktitat Estimated Rebate for
both FY 05-06 and FY 06-07.
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This projection is done only for this service catggbecause it is necessary to establish the infooma line item under the
Medicaid Mental Health Community Programs Long Biibup. The Department urges much caution in revigvixhibit F, page
EF-6 through EF-7, as trending on service categosygdraved unstable over time. Also note that tewdllyi these dollars are
doubled-counted, albeit as Cash Funds Exempt, invilsa@icaid Mental Health Community Programs Longl Biloup. The most
important observation in this area is that the dghom antipsychotics continues to grow well beyasttier service categories in
Medicaid.

CALCULATION OF 100% GENERAL FUND PRENATAL CARE COSTS FOR NGCITIZENS (Exhibit F, page EF-8)

Pursuant to 26-4-203(3)(a), C.R.S. (2002), Colorapi®d to provide prenatal care at its sole expémsblon-Citizens. SB 03-176
eliminated this service for legal immigrants, hoee¥B 05-1086 reinstated the services. Thereftweetwas no interruption in
services. The FY 05-06 Estimated Expenditures aredoas an estimated 11.41% increase in expenditwes FY 04-05. The
11.14% is the average percentage change in expegglirom FY 02-03 and FY 03-04. The estimated BY06 total is increased by
the same 11.14% for a total fund FY 06-07 Requie$8(%13,852.

CALCULATION OF ENHANCED FAMILY PLANNING MATCH RATE (Exhibit F, page EF-9)

Certain services that are family planning in natane eligible for 90% federal financial particimati However, in order to claim the
enhanced match, the State must be able to unidgdetyify these services. The services are provitieaugh fee-for-service and
beginning in late FY 01-02, the Department was dblédentify those family planning services prowddby health maintenance
organizations. Therefore, the State receives tiareed match on all family planning services predido Medicaid clients. A
portion of the payments, $2,311,115, were disaltbwiae to family planning activities that did notadjty for enhanced federal
financial participation, resulting in a repaymehtexeral funds to the federal government in FYO®4-

Calculations for fee-for-service and health maiatese organizations are done independently. Théofeservice estimate for FY
05-06 is based on an increase in FY 04-05 expemditof 11.34%, the average percentage change fio88MP9 through FY 03-04.
The same percentage was applied to the FY 05-06 &stiimTotal resulting in a FY 05-06 Request of $8,462. Since the
percentage change amounts for the health mainter@aiganizations are negative for each fiscal ylearestimate for FY 05-06 is
based on the caseload increase in Baby Care Abeitgeen FY 04-05 and FY 05-06 of 12.75%. The Bahye@\dults caseload
increase between FY 05-06 and FY 06-07 of 5.21%apadied to the estimated FY 05-06 amount to raauhe FY 06-07 request of
$1,227,420.

COMMUNITY-BASED LONG TERM CARE DETAIL (Exhibit G)

The increased emphasis on utilizing community bassdices has served to keep the census in Classsing facilities relatively
flat. In FY 81-82, with the implementation of thest wave of home and community based service araivClass | nursing facility
census was over 12,500 clients. Almost immediatiélg census dropped to just over 10,000 clierftke census has generally
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remained in this range despite nearly 2.5% per yeaeases in the elderly population of the Stéweresponse to budget balancing in
FY 02-03, rules were passed by the Medical SeniBmerd to improve utilization management, whichulesl in a reduction of per
capita spending. Among these changes, the Depatrtegified the requirements necessary to meeletie of care screen required
to qualify for nursing facility care and Home andr@munity Based Services. In addition, a requirdmers added that in order to be
eligible for Long Term Home Health, a client 18 aner had to meet the level of care screen. Althdugme health costs are in the
Acute Care portion of the Premiums calculationgléerm home health costs do correlate to commung@ised long term care costs.
High cost clients in the community were reviewed3ggle Entry Points and transitioned to less exiperalternatives if their care
plans and services did not assure that all ser\ieesy provided were required. The assessmenthwiris a functional assessment
to determine whether a client meets the long teaine tevel of care, was redone with the help of gens, Single Entry Points, and
clients. Responsibilities were shifted to enshigg Single Entry Points are the primary entitiestigh which clients access long term
care. Additionally, responsibilities required Smgntry Points to have tools and the authoritydives gatekeepers for long term care
benefits. Federal requirements were more completeforced, insuring that clients regularly receii@me and Community Based
Services waiver services in order to retain ellgibfor the waiver.

Calculation of Per Capita Percent Change

The per capita percent change for several diffeyeats are computed for each eligibility categoryaoper capita cost basis. The
period of time that was selected for computingttkaed or annual rate of change was FY 99-00 thrdtigt®4-05. Similar to Acute
Care above, the per capita percentage change esdidd98-99. See the Acute Care section abovgréater detail. Historically the
same percentage selected to modify current yeacqata (FY 05-06 for instance) was used to mothfy request year per capita.
This method was not utilized in all cases for the@¥07 Request.

Percentages selected to modify per capita costsacelated to assess the percentages in lighhyfpalicy changes or one-time
costs that may skew just one trend year. Becdwesaitl categories differ in eligibility requirementiemographics, and utilization,
different trends are used for each eligibility catey. The percent trends selected for FY 05-0@; wie rationale, are as follows:

FY 05-06

Because of erratic events occurring during FY 04p@scentages selected to trend the FY 04-05 métacamounts to FY 05-06 were
analyzed by eligibility category and selected basedistorical trend of expenditures. Percentagdscted in Exhibit G have been
highlighted for clarification.

» Supplemental Security Income Adults 65 and Olde(OAP-A): The 2-year average (FY 02-03 and FY 03-@4} selected at
0.04%. During the past five fiscal years, FY 00tBdough FY 04-05, there has been a large fluctnabetween percent change
in actual expenditures ranging from -8.39% to 3%56All the other modifiers would result in a mueinger increase that would
not be justifiable in light of the utilization conts that remain in place. The legislative impacthtis eligibility category for FY
05-06 is estimated to be $360,359. Before theslative impacts, the 0.04% increase applied toattteal FY 04-05 per capita
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cost resulted in an increase in estimated expaeditor FY 05-06 of 5.71%, compared to actual FYO84expenditures. Due to
post-legislative impacts, the 0.04% resulted inremmease in estimated expenditures for FY 05-06.90%, compared to actual
FY 04-05 expenditures.

» Supplemental Security Income Adults 60 to 640AP-B): The 3-year average (FY 02-03, FY 03-04d &Y 04-05) was
selected at 0.09%. Similar to Supplemental Secimtome Adults 65 and Older, during the past fpears, FY 00-01 through
FY 04-05, Supplemental Security Income Adults 606t experienced a large fluctuation in percentagenge of actual
expenditures. The legislative impact to this eligipcategory for FY 05-06 is estimated to be $38. Before the legislative
impacts, the 0.09% increase applied to the actdd4-05 per capita cost resulted in an increassstimated expenditures for FY
05-06 of 2.77%, compared to actual FY 04-05 expgarnes. Due to post-legislative impacts the 0.08%ulted in an increase in
estimated expenditures for FY 05-06 of 3.84%, camgbéo actual FY 04-05 expenditures.

» Supplemental Security Income Disabled Individual§AND/AB): The caseload percent change between F9®4nd FY 05-06
for Supplemental Security Income Disabled Individuat 0.64% was selected. Historically, expendisiwere on the rise in this
eligibility category, until FY 04-05. Although ocalsad increased by 2.28% between FY 03-04 and F0%)4expenditures
decreased by 0.01%. The percentage change sesmtpfrom a large increase in one year to a Sicanitly lower increase the
next. The legislative impact to this eligibilitytegory for FY 05-06 is estimated to be $810,41@foBe the legislative impacts,
the 0.64% increase applied to the actual FY 04d¥xcppita cost resulted in an increase in estimeteenditures for FY 05-06 of
1.28%, compared to actual FY 04-05 expenditurege 10 post-legislative impacts, the 0.64% resuhesh increase in estimated
expenditures for FY 05-06 of 3.03%, compared toadtY 04-05 expenditures.

» Categorically Eligible Low-Income Adults (1931 clients, formerly called AFDC-A): The 3-yearerage of 4.72% for FY 01-02
through FY 03-04 was selected for this categoryl.thhe other modifiers were significantly higher mh may have resulted in an
overestimated request. The legislative impact te #ligibility category for FY 05-06 is estimated be $662. Before the
legislative impacts, the 4.72% increase appliedh® actual FY 04-05 per capita cost resulted iniremease in estimated
expenditures for FY 05-06 of 19.65%, compared tmacFY 04-05 expenditures. Due to post-legisitimpacts, the 4.72%
resulted in an increase in estimated expendituneBY 05-06 of 20.18%, compared to actual FY 04ef@penditures.

» Health Care Expansion Fund Low-Income Adults: This is not applicable for this fiscal year.
» Breast and Cervical Cancer Treatment: There is no change since this service categargtisitilized by this population.
» Eligible Children (1931 children and Baby Care/Kids Care childrenlhe caseload percent change between FY 04-05¥énd F

05-06 for Eligible Children of 9.03% was selectedhis eligibility category has a relatively low amdéuwf expenditures and
experiences large caseload increases. This hasdkibe historical per capita change percentagesntozh so they are not a
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reliable modifier to use for future projectionsnhe the reason the caseload change was selectedlediblative impact to this
eligibility category for FY 05-06 is estimated te B836. Before the legislative impacts, the 9.08&tease applied to the actual
FY 04-05 per capita cost resulted in an increasestimated expenditures for FY 05-06 of 18.87%, parad to actual FY 04-05
expenditures. Due to post-legislative impacts, 9@3% resulted in an increase in estimated expargi for FY 05-06 of
18.99%, compared to actual FY 04-05 expenditures.

Foster Care The caseload percent change between FY 04-05rib+06 for Foster Care of 5.30% was selected. il&irto the
Eligible Children category, the historical per cappercent change fluctuated too significantly, nagdgrom negative 8.25% to
3,616.13% to use for future projections and casklperease resulted in a more reliable growth arholilizing any of these
modifiers would seem to result in an overstatedreged expenditure for FY 06-07. The legislativgpant to this eligibility
category for FY 05-06 is estimated to be $11,9B8fore the legislative impacts, the 5.30% increggglied to the actual FY 04-
05 per capita cost resulted in an increase in astichexpenditures for FY 05-06 of 10.88%, compdeedctual FY 04-05
expenditures. Due to post-legislative impacts, 5t®0% resulted in an increase in estimated expaedi for FY 05-06 of
11.20%, compared to actual FY 04-05 expenditures.

Baby Care Adults: The caseload percent change between FY 04-054rdb-06 for Baby Care Adults of 12.75% was selécte
The majority of the growth factors were negative #mel Department does not expect there will be atneg growth in this
category. There were no estimated legislative ingpéx this eligibility category for FY 05-06. The&.75% resulted in an
estimated percentage increase of 27.11%.

Non-Citizens There is no change since this service categamgtisitilized by this population.

Qualified Medicare Beneficiaries and Special Low-lcome Medicare Beneficiaries: There is no change since this service
category is not utilized by this population.

Change Requests and Other Adjustments (See V. Aaglthl Calculation Considerations section below fadditional information

on the legislative impacts.):

Adjustments to FY 05-06 include the following:

FY 05-06 annualization for a 2004 Legislative Impa8B 04-177 Home and Community Based ServicesCluidren with

Autism. This is an increase to Home and Communitgdsl Services of $626,750 that represents a 6-nropHrct.

FY 05-06 annualization for a 2004 Legislative ImpatB 04-1219 Community Transition Services for Hoarel Community
Based Services for the Elderly, Blind and Disablélhis represents a savings to the Home and Comm@aisged Services,
increasing the estimate by $41,466.

FY 05-06 annualization for a FY 04-05 1331 EmergeBcypplemental for adjusting the Developmentallyabled Waiver
funded in SB 05-112. The increase to Home and CamtynBased Services is $540,983.
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2005 Legislative Impact for FY 05-06 for Implememda of Authority of a pharmacist to redispense cifped unused

medications was authorized in HB 05-1131 and funmle&B 05-209. This represents an estimated sawimgdome and

Community Based Services of $57,195, decreasin§Yh@5-06 Estimated Total Expenditures.

2005 Legislative Impact for FY 05-06 to extend thgtion of receiving Home and Community Based Sewithrough the
consumer directed care service model was authorizétB 05-1243 and funded in SB 05-209. This repnés an estimated
savings of $2,012,790.

2005 Legislative Impact for FY 05-06 for Implemerdga of a 2% Provider Rate Increase recommendethéyloint Budget
Committee, approved by the General Assembly, anddd in SB 05-209. This is an increase to HomeGuumunity Based
Care Services of $3,062,801.

The sum of the impacts above increased the estinfkdt€ib-06 Home and Community Based Services prigjedty $2,202,015.

The revised estimated FY 05-06 Community-Based LTemgn Care total request is $169,669,334.

FY 06-07

Similar to FY 05-06, percentages selected to tteed=Y 05-06 per capita amounts to FY 06-07 weedyaed by eligibility category
and selected based on historical trend of expemdituWhere applicable, the percentages selectéghibit G have been highlighted
and italicized for clarification.

The percent trends selected for FY 06-07, with t®mnale, are as follows:

Supplemental Security Income Adults 65 and Olde(OAP-A): The caseload percent change between FY60&@ FY 06-07

for Supplemental Security Income Adults 65 and ©Otifet.28% was selected. The 5-year average betw¥d0-01 through FY

04-05 of 7.29% results in a higher FY 06-07 estenadtapproximately $3.0 million. The 2-year avera§@.04% (FY 02-03 and
FY 03-04) seemed too low. The legislative impacthis eligibility category for FY 06-07 is estinedtto be a reduction of
$6,253,077. Before the legislative impacts, tiZ8% increase applied to the revised estimated F@8per capita cost would
result in an increase in estimated expenditure§Y¥o06-07 of 8.75%, compared to revised estimaté@$-06 expenditures. Due
to post-legislative impacts, the 4.28% would regulan increase in estimated expenditures for FNOD®f 1.98%, compared to
revised estimated FY 05-06 expenditures.

Supplemental Security Income Adults 60 to 640AP-B): The 3-year average (FY 02-03, FY 03-04d &Y 04-05) was
selected at 0.09%. The same modifier was seleoteBY 06-07 that was selected for FY 05-06. Theslagve impact to this
eligibility category for FY 06-07 is estimated te b deduction of $501,331. Before the legislaitmpacts, the 0.09% increase
applied to the revised estimated FY 05-06 per aaqist would result in an increase in estimateceedipures for FY 06-07 of
5.56%, compared to revised estimated FY 05-06 ekpaes. Due to post-legislative impacts, the @0&ould result in a
decrease of 0.03% in expenditures for FY 06-07 @retgbto revised estimated FY 05-06 expenditures.
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Supplemental Security Income Disabled Individual{AND/AB): The 2-year average of 7.32% for FY 01-G&l&Y 03-04 was

selected for this category. The legislative impacthis eligibility category for FY 06-07 is estited to be a reduction of
$2,312,526. Before the legislative impacts, ti82% increase applied to the revised estimated F@8per capita cost would
result in an increase in estimated expenditure&Yo06-07 of 7.64%, compared to revised estimaté@®b-06 expenditures. Due
to post-legislative impacts, the 7.32% would regulan increase in estimated expenditures for FOD®f 3.97%, compared to
revised estimated FY 05-06 expenditures.

Categorically Eligible Low-Income Adults (1931 clients, formerly called AFDC-A): The 3-yearerage of 4.72% for FY 01-
02, FY 02-03, and FY 03-04 was selected for thtegary. Utilizing the same per capita percent geamodifier that was used
for FY 05-06 appeared to be a good selection, diniseeligibility category experienced large in@ges in expenditures year to
year and an approximate increase of $2.0 millionld@ot be too out of line compared to historicahtls. The legislative impact
to this eligibility category for FY 06-07 is estitea to be $573. Before the legislative impacts,4t¥2% increase applied to the
revised estimated FY 05-06 per capita cost wouldiltein an increase in estimated expenditures f6rOB-07 of 13.95%,
compared to revised estimated FY 05-06 expendituBase to post-legislative impacts, the 4.72% wawesult in an increase in
estimated expenditures for FY 06-07 of 14.33%, cameg to revised estimated FY 05-06 expenditures.

Health Care Expansion Fund Low-Income Adults: This is not applicable.
Breast and Cervical Cancer Treatment:There is no change since this service categorgtisitilized by this population.

Eligible Children (1931 children and Baby Care/Kids Care childrenhe caseload percent change between FY 05-06 énd F
06-07 for Eligible Children of 7.54% was selectedhe per capita percent change modifiers appear igio to produce a
justifiable estimate. The legislative impact tostkligibility category for FY 06-07 is estimatedie $836. Before the legislative
impacts, the 7.54% increase applied to the revestunated FY 05-06 per capita cost would resulinnincrease in estimated
expenditures for FY 06-07 of 15.65%, compared tosesl estimate FY 05-06 expenditures. Due to [Bag$lative impacts, the
7.54% would result in an increase in estimated edjperes for FY 06-07 of 15.75%, compared to revisstimated FY 05-06
expenditures.

Foster Care The caseload percent change between FY 05-06 dn@brO7 for Foster Care of 3.21% was selected. hvihe
exception of the two negative per capita percer@ngk modifiers, the majority of the historical pEpita percent change
modifiers appear too high to produce a justifiabétimate. The legislative impact to this eligililtategory for FY 06-07 is
estimated to be $11,928. Before the legislativpaats, the 3.21% increase applied to the revistihaed FY 05-06 per capita
cost would result in an increase in estimated ediperes for FY 06-07 of 6.53%, compared to revisstimated FY 05-06
expenditures. Due to post-legislative impacts, 3% would result in an increase in estimateceeggures for FY 06-07 of
6.82%, compared to revised estimated FY 05-06 ekpees.
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» Baby Care Adults. The caseload percent change between FY 05-064r@b6-07 for Baby Care Adults of 5.21% was selected
The FY 04-05 actual per capita for FY 05-06 caselpactentage change was selected for FY 06-07. €hegpita percent
change modifiers were negative. It is assumedthigincrease over FY 04-05 will continue into F&-@7 with the reinstatement
of presumptive eligibility, effective July 1, 2009 .here are no legislative impacts to this eligibitategory for FY 06-07.

* Non-Citizens There is no change since this service categargtisitilized by this population.

* Qualified Medicare Beneficiaries and Special Low-lsome Medicare Beneficiaries: There is no change since this service
category is not heavily utilized by this population

Calculation of the Base:

Once a per capita percent change is selectedaggbed to the revised estimated FY 05-06 pertaagost to generate the estimated
FY 06-07 per capita cost. Change Requests andldége adjustments are applied at this stage araVviaed estimated FY 06-07
total is calculated. The dollar amount is dividgdte estimated FY 06-07 caseload for a revisathagtd FY 05-06 per capita.

FY 06-07

Similar to FY 05-06, percentages selected to tteed=Y 05-06 per capita amounts to FY 06-07 wesdyaed by eligibility category
and selected based on historical trend of expemdituWhere applicable, the percentages selecteghibit G have been highlighted
and italicized for clarification.

The percent trends selected for FY 06-07, with #tiemnale, are as follows:

Calculation of the Base

Once a per capita percent change is selectedaigbed to the revised estimated FY 05-06 per aeagoist to generate the estimated
FY 06-07 per capita cost. Change Requests andldége adjustments are applied at this stage araVviaed estimated FY 06-07
total is calculated. The dollar amount is dividgdlie estimated FY 06-07 caseload for a revisddchated FY 05-06 per capita.

Change Reqguests and Other Adjustments (See V. Aalthl Calculation Considerations section below fadditional information

on the legislative impacts.):

Adjustments to FY 06-07 include the following:

* FY 06-07 annualization for a 2004 Legislative Imipe8B 04-177 Home and Community Based ServicesClatdren with
Autism. This is an increase to Home and Communéygesl Services of $626,750 that represents a 6 nmoptct.

* Annualization of 2005 Legislative Impact for FY 06-@r Implementation of Authority of a pharmacistredispense specified
unused medications was authorized in HB 05-1131.s Tépresents an estimated savings to Home and QaitynBased
Services of $18,955, decreasing the FY 06-07 Estich@btal Expenditures.

Page M-134



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND MIEMNG; FY 06-07 BUDGET REQUEST,; ASSUMPTIONS AND@AIATIONS

* Annualization of 2005 Legislative Impact for FY 05-to extend the option of receiving Home and ComitguBased Services
through the consumer directed care service modsl awahorized in HB 05-1243. This represents amestid savings of
$9,661,392, decreasing the FY 06-07 Estimated Eotpénditures.

e The sum of the impacts above decreased the estiR#t€8-06 Home and Community Based Services priojedty $9,053,597.

e The revised estimated FY 06-07 Community-Based LTergn Care total request is $174,441,454.

LONG TERM CARE AND INSURANCE SERVICES (Exhibits H)

This section is for a series of services that, faagety of reasons, are individually computed &meh allocated to the eligibility
categories based on experience. Those services are:

* Class I Nursing Facilities

» Class Il Nursing Facilities (only one Class Il fggiremains in this category)

* Program for All-inclusive Care for the Elderly

» Supplemental Medicare Insurance Benefits

* Health Insurance Buy In

Summary of Long Term Care and Insurance Request (Bxbit H, page EH-1): This exhibit summarizes the total requests from
the worksheets within Exhibit H on pages EH-2 thio&gdH-14.

Class | Nursing Facilities (Exhibit H, page EH-2 tliough EH-4): Class | nursing facility costs are essentiallyuaction of the
application and interpretation of rate reimbursenmeathodology specified in detail in State statutles utilization of the services by
Medicaid clients and the impact of the effect o$tcoffsets such as estate and income trust re@sveiihe traditional strategy for
estimating the cost of these services is to pratetcosts driven by the estimated Medicaid reirsénent methodology (Estimated
weighted average per diem allowable Medicaid rae, estimated average patient payment), estimailezhtion by clients (patient
days without hospital backup and out of state prem®), estimated cost offsets from refunds and vextes, and expected
adjustments due to legislative impacts.

The methodology for the Class | request in Exhibis lds follows:

» Claims data showing the average daily amount gaidr(onth) are extracted from the Medicaid Managdrd@ormation System.
Then the net impact of the patient payment offsed. (&Supplemental Security Income, Social Secubitgability Insurance,
retirement income) to facility reimbursement isceédited to establish the difference between thel@en rate and actual payment
made by the Department. This is trended with anriecd but not reported (IBNR) adjustment. Despdsh accounting, this
adjustment is necessary to capture adjustment®dticat throughout the years. This adjustment is#me methodology used by
the contractor who audits the cost reports. Thienastd per diem rate also includes an adjustmanteiostatement of the 8%
health care cap.
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A five-year moving trend of utilization (patientyd is then applied to claims—based data from #regd July 2000 — June 2005
(FY 00-01, FY 01-02, FY 02-03, FY 03-04, and FY @8} Patient days are calculated using monthlphtal number of days,
weighted the heaviest on the most recent twelvetihsotrended forward using a linear trend. The imgramounts are averaged
for an annual estimate.

The product of the per diem payment trend and atitin trend is calculated to determine gross supglgal year and request
year expenditures. This includes the reinstatemetiie Nursing Facility Incentive from SB 03-173.

To convert back to cash accounting, a completiotofaaf 92.0% is applied to the total estimated €dst FY 05-06 days of
service to estimate the claims payment for FY 05-Okhe remaining 8% estimated cost will become thentaged Claim
Payments for Prior Year Dates of Service in FY @6-0This completion factor is based on the prior fw@ars’ actual experience,
from FY 02-03 and FY 03-04. The same completiotofais used in FY 06-07.

Other, non-rate factors are then added or subttdoben the gross budget estimate. These includédalkpital back up program
and out of state placements, estimated estate renwine trust recoveries, recoveries from Departn@@rérpayment Review,
savings from HB 04-1219 (Home and Community BasedsiSes—Elderly, Blind and Disabled Community Traiosij, and
savings from HB 05-1243 (Authority of a pharmacttstedispense specified unused medications, aret atfjustments (e.g., due
to claims processing or other operational issuébese adjustments are held constant into FY 05-06.

Once the “non-rate” factors are estimated and agpthe net budget estimate is completed.

Summary of FY 05-06 and FY 06-07 Request (for aolatl details refer to Exhibit H, pages EH-2 and EH-4

FY 05-06 Request Amount
Estimated Expenditures for FY 05-06 Dates of Service $422,098,385
Estimated Expenditures for Prior Year Dates of Servic $36,740,583
Sub-Total $458,838,968
Adjustments ($2,560,605
Total Estimated FY 05-06 Expenditures $456,278,362
FY 06-07 Request Amount
Estimated Expenditures for FY 06-07 Dates of Service $441,908,705
Estimated Expenditures for Prior Year Dates of Servic $36,818,768
Sub-Total $478,727,472
Adjustments ($152,035
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FY 06-07 Request Amount
Total Estimated FY 06-07 Expenditures $478,575,437
The following is a timeline of changes to Class Fsing Facility policy:

FY 97-98 8% Health Care Cap and 6% Administratie@ Gnplemented

FY 98-99 No change

FY 99-00 8% Health Care Cap temporarily removed@ase Mix Cap Implemented

FY 00-01 No change

FY 01-02 8% Health Care Cap permanently removedamality of Care Incentive Program / Resident Cette
Quality Improvement Program discontinued

FY 02-03 Administrative Incentive Allowance removied three months then reinstated

FY 04-05 8% Health Care Cap reinstated

Class | Nursing Facility (Exhibit H, page EH-5 andEH-6): This exhibit does not represent the Department’sesgfor Class |
nursing facilities. This Exhibit displays the trenflexpenditures in Class | nursing facilities sirteé 95-96. The calculation was
computed by applying average per capita changesptges to FY 04-05 actual per capita to estim#t@3-06 per capita, and then
to FY 05-06 to estimate FY 06-07. The exhibit isyided as a reasonableness check of the request.

The trends and their rationale utilized for Exhibjtgage EH-5 and EH-6 are as follows:

* Supplemental Security Income Adults 65 and Older (BP-A): The 6-year average of FY 99-00 through FY 04-0&dad
2.22%. This trend fit the historical pattern of erditures. The legislative impact to this eligilyilcategory for FY 05-06 is
estimated to be a deduction of $1,504,673. Betmedegislative impacts, the 2.22% increase appbeithe actual FY 04-05 per
capita cost resulted in an increase in estimatperektures for FY 05-06 of 8.04%, compared to ddi¥a04-05 expenditures.
Due to post-legislative impacts, the 2.22% resuitedn increase in estimated expenditures for F0®%f 7.60%, compared to
actual FY 04-05 expenditures.

» Supplemental Security Income Adults 60 to 64 (OAP-B The 5-year average of FY 00-01 through FY 04-0B.8fL% was
used for this category. The legislative impacthis eligibility category for FY 05-06 is estimatealbe a deduction of $74,735.
Before the legislative impacts, the 8.91% increagplied to the actual FY 04-05 per capita costlteduin an increase in
estimated expenditures for FY 05-06 of 11.82%, cameg to actual FY 04-05 expenditures. Due to fegslative impacts, the
8.91% resulted in an increase in estimated expamditfor FY 05-06 of 11.44%, compared to actualoBYO5 expenditures.

» Supplemental Security Income Disabled IndividualsAND/AB): This category was trended with a 3-year averagerddZ03,

FY 03-04, and FY 04-05 of 3.44%. The legislatimpact to this eligibility category for FY 05-06estimated to be a deduction
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of $279,796. Before the legislative impacts, th#4% increase applied to the actual FY 04-05 peita@aost resulted in an
increase in estimated expenditures for FY 05-08.%0%, compared to actual FY 04-05 expendituresie @ post-legislative
impacts, the 3.44% resulted in an increase in as#idh expenditures for FY 05-06 of 3.65%, compareddtual FY 04-05
expenditures.

» Categorically Eligible Low Income Adults (AFDC-A): The 4-year average of FY 00-01 through FY 03-D4.81% was used
for this category. The legislative impact to thigieility category for FY 05-06 is estimated to bededuction of $55. Before the
legislative impacts, the 4.31% increase appliedh® actual FY 04-05 per capita cost resulted inirmmease in estimated
expenditures for FY 05-06 of 19.18%, compared twmacFY 04-05 expenditures. Due to post-legisitimpacts, the 4.31%
resulted in an increase in estimated expendituneBY 05-06 of 19.08%, compared to actual FY 04e8penditures.

* Qualified Medicare Beneficiaries/Special Low-IncomeMedicare Beneficiaries Because all the trends were negative, the 3-
year average of FY 01-02, FY 02-03, and FY 03-04Sopplemental Security Income Adults 65 and Olufe4.57% was used.
The legislative impact to this eligibility categofgr FY 05-06 is estimated to be a deduction of $1HBefore the legislative
impacts, the 4.57% increase applied to the actd@4~05 per capita cost resulted in an increasstimated expenditures for FY
05-06 of 44.41%, compared to actual FY 04-05 experes. Due to post-legislative impacts, the 4.58%ulted in an increase in
estimated expenditures for FY 05-06 of 42.54%, cameg to actual FY 04-05 expenditures.

» Health Care Expansion Fund Low-Income Adults, Breasand Cervical Cancer Treatment, Eligible Children, Foster Care,
Baby Care Adults, and Non-Citizensshow no change since Class | nursing facilitiesrat used by these populations.

Adjustments to FY 05-06 include the following (S&é Additional Calculation Considerations section llogv_for additional

information on the legislative impacts.):

* Annualized savings from Home and Community Basedi&es for the Elderly, Blind, and Disabled Comntyniransition (HB
04-1219) of $1,182,604, decreasing the estimate@3%96 expenditures.

e 2005 Legislative Impact — Savings on authority gbrearmacist to redispense specified unused meoisa{HB 05-1243) of
$676,775, decreasing the estimated FY 05-06 expeedi

The FY 06-07 trends and their rationale utilizedEahibit H, page EH-5 and EH-6 are as follows:

» Supplemental Security Income Adults 65 and Older (BP-A): The per capita cost increase of 2.22%, 6-year gesvbFY 99-
00 through FY 04-05, was utilized for this categooyproject the FY 06-07 per capita cost. The latie impact to this
eligibility category for FY 06-07 is estimated te b deduction of $181,497. Before the legislaiimpacts, the 2.22% increase
applied to the revised estimate FY 05-06 per camit would result in an increase in estimated edperes for FY 06-07 of
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6.60%, compared to revised estimated FY 05-06 ekipers. Due to post-legislative impacts, the 22®ould result in an
increase in estimated expenditures for FY 06-06.55%, compared to revised estimated FY 05-06 akpe®s.

* Supplemental Security Income Adults 60 to 64 (OAP-B The per capita cost increase of 8.91%, 5-year geeo FY 00-01
through FY 04-05, was utilized for this categoryptoject the FY 06-07 per capita cost. The legigaimpact to this eligibility
category for FY 06-07 is estimated to be a dednabio$9,015. Before the legislative impacts, tt@&186 increase applied to the
revised estimate FY 05-06 per capita cost wouldlt@s an increase in estimated expenditures fol0BY07 of 14.86%, compared
to revised estimated FY 05-06 expenditures. Dueoki-legislative impacts, the 8.91% would resoulan increase in estimated
expenditures for FY 06-07 of 14.82%, compared Wsesl estimated FY 05-06 expenditures.

» Supplemental Security Income Disabled IndividualsAND/AB): The per capita cost increase of 3.44%, 3-year aevevb§Y
02-03, FY 03-04, and FY 04-05, was utilized foisthategory to project the FY 06-07 per capita coshe legislative impact to
this eligibility category for FY 06-07 is estimatealbe a deduction of $33,750. Before the legigampacts, the 3.44% increase
applied to the revised estimate FY 05-06 per capotet would result in an increase in estimated edperes for FY 06-07 of
3.75%, compared to revised estimated FY 05-06 ekpers. Due to post-legislative impacts, the 3o4would result in an
increase in estimated expenditures for FY 06-03.68%, compared to revised estimated FY 05-06 akpess.

» Categorically Eligible Low Income Adults (AFDC-A): The per capita cost increase of 4.31%, 4-yearageeof FY 00-01
through FY 03-04, was utilized for this categoryptoject the FY 06-07 per capita cost. The legigaimpact to this eligibility
category for FY 06-07 is estimated to be a dednctib$7. Before the legislative impacts, the 4.3itifrease applied to the
revised estimate FY 05-06 per capita cost wouldlt@s an increase in estimated expenditures fol0BY07 of 13.51%, compared
to revised estimated FY 05-06 expenditures. Dueoki-legislative impacts, the 4.31% would resolan increase in estimated
expenditures for FY 06-07 of 13.50%, compared wsesl estimated FY 05-06 expenditures.

* Qualified Medicare Beneficiaries/Special Low-IncomeMedicare Beneficiaries The per capita cost increase of 4.57%, 3-year
average of FY 01-02, FY 02-03, and FY 03-04 for @emental Security Income Adults 65 and Older &f7%0, was utilized for
this category to project the FY 06-07 per capitst.cdhe legislative impact to this eligibility cgtey for FY 06-07 is estimated
to be a deduction of $15. Before the legislatimpacts, the 4.57% increase applied to the reviseéchate FY 05-06 per capita
cost would result in an increase in estimated edpeares for FY 06-07 of 36.02%, compared to reviestimated FY 05-06
expenditures. Due to post-legislative impacts, 4% would result in an increase in estimateceegfures for FY 06-07 of
35.87%, compared to revised estimated FY 05-O6rekpees.

» Health Care Expansion Fund Low-Income Adults, Breassand Cervical Cancer Treatment, Eligible Children, Foster Care,
Baby Care Adults, and Non-Citizensshow no change since Class | nursing facilitiesnat used by these populations.
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Adjustments to FY 06-07 include the following (S&é Additional Calculation Considerations section llogv_for additional

information on the legislative impacts.):

* Annualization of 2005 Legislative Impact — Savirmgsauthority of a pharmacist to redispense specifieused medications (HB
05-1243) of $224,283, decreasing the FY 06-07 eg@chexpenditures.

» Hospital Backup Program and Out of State Placeme$ts330,017.

« Estate and Income Trust Recoveries — ($5,880,582).

e Recoveries from Department Overpayment ReviewsSS#{3.87).

This spreadsheet is included for historical purp@ses offers an alternate calculation to the onsegreed in Exhibit H, page EH-2.
This is not an official request from the Department.

Class Il Nursing Facility (Exhibit H, page EH-7 and EH-8): This service category is for private nursing fagilcare for
developmentally disabled clients who have beenctlyraffected by Department of Human Services atiNies to deinstitutionalize
clients from traditional nursing facilities to moappropriate care settings in that department’®ldgvnental disabilities system. The
deinstitutionalization strategy was completed inriApf FY 97-98. Beginning of FY 98-99, the semicategory was limited to one
facility, Good Shepherd Lutheran providing servitesl6 total clients. There are no current planslidansize or eliminate this
facility as it essentially functions more like agp home than an institutional facility.

For FY 05-06, the FY 04-05 Actual Expenditures fbistservice category were trended using the perchahge in actual
expenditures from FY 03-04 and FY 04-05 of 25.2586r FY 06-07, the estimated FY 05-06 ExpendituogdHtis service category
was increased by the average 3-year percentaggelofirY 02-03, FY 03-04, and FY 04-05 of 13.12%.

Program for the All-inclusive Care for the Elderly (PACE) (Exhibit H, page EH-9 and EH-10): The Program of All-Inclusive
Care for the Elderly (PACE) is a Medicare/Medicaidnhanged care system that provides health care anbgigervices to persons 55
years of age and older. The goal of PACE is to @afsi$ individuals to live in their communities asdependently as possible by
providing comprehensive services depending on tiesds.

The FY 05-06 and FY 06-07 projections for the Progfar the All-inclusive Care for the Elderly werensputed by applying the
average of the FY 00-01 and FY 04-05 total expemes of 15.75% to each fiscal year. More PACE siginé scheduled to be built
and it is expected expenditures will likely increaser the next two years.

Supplemental Medicare Insurance Benefit (Exhibit H,page EH-11 and EH-12):The Supplemental Medicare Insurance Benefit
consists of two parts: Medicare Part A, the insoeapremium for hospital care and Medicare ParthB, ihsurance premium for
Medicare-covered physician and ambulatory careicsyv Only Premiums are paid here; co-paymentsiaddctibles are paid under
Acute Care. The Part A premium payments are madethi® Qualified Medicare Beneficiary eligibility gqup only. The
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Supplemental Medicare Insurance Benefit servicegmay includes the estimate of payments for botht Bafor all Medicare
beneficiary client types (Specified Low-Income Memte Beneficiaries, Qualified Individuals (1), ar@ualified Medicare
Beneficiary clients), and Part A payments for Qiedi Medicare Beneficiary clients. Premiums for dtmare are not federally
matchable for clients who are 300%ers (i.e., la@rgntcare clients who would be categorically eligibut for their having income
that is three times the Supplemental Security Iretevel).

The law that requires Medicaid to pay the Medicaagt B premium for qualifying individuals whose imoe is between 120% and
135% of the federal poverty level was scheduleent September 30, 2003. However, eligibility weteeded. This population was
referred to as Medicare Qualified Individual 1. gistation for the second group, referred to as Ma@i Qualified Individual 2,
comprised of individuals whose income was betwe8h% and 175% of the federal poverty level and expiApril 30, 2003.
Formerly, Medicaid paid the portion of the increaséhe Part B premium due to the shift of homeltheservices from Medicare Part
A to Part B insurance. These two eligible grougsenl 00% federally funded, subject to an annualttepugh 2002.

To calculate FY 05-06 and FY 06-07, the 5-year ayeiat FY 00-01 through FY 04-05 of 12.58% was useding this percentage,
the increase in actual expenditures is expectée mpproximately $7 to $9 million dollars per fisgear.

Health Insurance BuyIn [26-4-518.5, C.R.S. (2005)] (Exhibit H, page EM3 and EH-14):The Medicaid program purchases the
premiums for private health insurance for individugligible for Medicaid if it is cost effectiveThe Health Insurance Buy-In FY 04-
05 per capita were increased by applying various@pita percent change amounts from FY 99-00 tirdtly 04-05.

The percent trends selected for FY 05-06 and FYQ6ath the rationale, are as follows: (Note: Theere no legislative impacts to
this service category).

* Supplemental Security Income Adults 65 and Older (BP-A): The 2-year average of FY 00-01 and FY 01-02 whectl at
0.69%.

* Supplemental Security Income Adults 60 to 64 (OAP-B The 5-year average of FY 00-01 through FY 04-03@P6% was
selected.

o Supplemental Security Income Disabledndividuals (AND/AB): The 3-year average of FY 99-00, FY 00-01, and BEYOP
was selected at 2.85%.

» Categorically Eligible Low Income Adults: The 2-year average of FY 00-01 and FY 01-02 of %.62as selected.

» Health Care Expansion Fund Low-IncomeAdults: There is no change since this service is not usetigyopulation.
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» Breast and Cervical Cancer Treatment:There is no change since this service is not usetigyopulation.
» Eligible Children: The 5-year average from FY 00-01 through FY 04~@5 selected at 12.19%.
» Foster Care The 5-year average from FY 00-01 through FY 0445 selected at 11.07%.

* Baby Care Adults: The 5-year average from FY 00-01 through FY 04v@S selected at 12.83%.
* Non-Citizens The 3-year average of FY 99-01, FY 00-01, andDEY02 was selected at 5.30%.

* Qualified Medicare Beneficiaries and Special Low-lsome Medicare Beneficiaries: The 3-year average of FY 02-03, FY 03-
04 & FY 04-05 was selected at 23.87%.

SERVICE MANAGEMENT (Exhibits 1)

Service Management Summary (Exhibit I, page EIA)new category has been set up to account fordh@rastrative like contract
services within the Medical Services Premiums bud@é&e group is comprised of Single Entry Point ages) Disease Management,
and Administrative Service Organizations — Admirgisve Fee. This exhibit is a brief summary of #¢ 05-06 and FY 06-07
estimated expenditures.

Single Entry Point Services (Exhibit I, page EI-2):Single Entry Point agencies, also known as OptionsLong Term Care
services, were authorized by HB 91-1287. The sesvare intended to provide improved access andsn@ease management for
long term care clients throughout the State. $fiaimplementation was achieved July 1, 1995. Simgle Entry Point budget was
projected forward based on the average annuabfateange in recent years.

Some of the principles of payment of Single EntrynPexpenditures include case management servit@sare classified as an
administrative cost matchable at 50% federal firgrmarticipation by the federal government. Hoeg\since a portion of the case
management is for non-Medicaid eligible clientg tbderal share is calculated at 50% of 96% ofdtwd.

Because of its administrative nature, Single Entoyn® are not trended by eligibility category, whithe Department elected to
change beginning with the February 15, 2005 Bu&gsjuest. Instead, a per capita methodology is tesedtimate FY 05-06 and
FY 06-07 and account for a caseload increase ahémancrease in utilization. The FY 04-05 per ta@ind caseload for each
eligibility category is utilized to estimate FY @&. The preliminary FY 05-06 estimate is $18,089,04'here were three 2005
legislative impacts. The first is to extend thei@ptof receiving consumer directed care servicesuidh the Home and Community
Based Services model (HB 05-1243) increasing theOBY06 Single Entry Point estimate by $1,008,37khe second was the
addition of children to the Children’s Extensive $apg Waiver program waiting list (HB 05-1262), adgli$3,675 to the FY 05-06
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estimate. The third was the addition of childrerin® Children’s Home and Community Based Servicasing list (HB 05-1262),
which added $35,850 to the FY 05-06 estimate. {#afthl information on the HB 05-1262 additions daa found in section V.
Additional Calculations Consideration section ostAssumption and Calculations document.) The esliBY 05-06 estimate is
$19,136,945. A revised per capita is calculatectham the estimated FY 05-06 caseload and estineaq@ehditures. The FY 05-06
per capita is multiplied by the estimated FY 06e@8eload resulting in the estimated FY 06-07 exppered of $19,864,153.

Disease Management (Exhibit I, page EI-4)The Department has contracted with McKesson Headtlntions, Inc. to manage a
Diabetes Disease Management Program. The purpase @rogram is to demonstrate overall cost savirggs claims payments,
increase the enrollees’ medical adherence to darespand improve enrollees’ outcomes and self-gema&nt. McKesson Health
Solutions, Inc. is responsible for diabetes diseasmmagement activities including education, intidoy enrollment calls,
assessment calls, coaching calls, alert notifioattmmmunity based education and provider educatibime Department also has a
contract with National Jewish Research and MedBziter to manage an Asthma Disease ManagementaRrogfhe goals are to
increase the enrollees’ medical compliance, redbeeoverall medical expenditures for hospitalizatemd emergency room use,
reduce inpatient, outpatient and practitioner/ptigsi claims for enrollees with asthma as the prymadiagnosis and improve
outcomes and self-management. National JewishaRdseand Medical Center is responsible for asthisaade management
activities including enrollee and physician edumatiuse of an entry questionnaire, telephonic vetaions, access to Lung Line, On-
Line Learning Center, My Asthma, Asthma Wizard, &e@ Care line and follow-up six-month programendion. Both of these
contracts are for an eighteen month period whigfaben FY 04-05.

The FY 05-06 estimate of $627,778 is the remainfiéhe contractual obligation of the eighteen morhtracts with each provider
mentioned above. There were two 2005 legislatmpaicts to disease management; 1) Tobacco Tax Bill ggB262), and 2)

Obesity Treatment pilot program (HB 05-1066). lmigd in the Tobacco Tax Bill (HB 05-1262), there dause for a portion of the
Tobacco Tax allocation to go towards early detecsiod treatment for the prevention services divieibthe Department of Public
Health and Environment for cancer, cardiovasculseake and chronic pulmonary disease preventio@Z24t7 (2)(d)(V)). Due to

the administrative nature of this clause, it hasnbgrouped into the Service Management sectionsh Gainds Exempt is to be
transferred annually from the Prevention, Early Digbe, and Treatment Fund to be administered byDiygartment of Public Health
and Environment. The FY 05-06 estimated expendati3,940,776 is based on the analysis that was ftorthe fiscal note for this
program (SB 05-090). The obesity treatment pildabidegin in FY 05-06, having an impact of $140,9Z2khe revised FY 05-06

estimate is $4,929,312. A per capita is calculatiizing the revised estimated FY 05-06 expendituand estimated FY 05-06
caseload. The per capita is then multiplied agdimstestimated FY 06-07 caseload for an estima¥®6-07 expenditure. The
annualization of the obesity treatment pilot, toigl$140,925, is added to the FY 06-07 estimatyltiag in a revised estimate for
FY 06-07 of $5,070,237.

Administrative Organization Services Administrative Fee (Exhibit |, page EI-5): Administrative service organizations are an
increasingly popular alternative to traditional lieamaintenance organizations. They offer the casmmagement and care
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coordination services of a health maintenance azg#on in a manner that is administratively legpensive. The organizations do
this by not taking on the risk traditionally assuhi®y health maintenance organizations. The Depaitinegan using this type of
organization to deliver health care to Medicai@wts during FY 04-05. There are currently two adstiative service organizations,
Rocky Mountain Health Plans and Southwest who eenhtwith the Department. Each organization recemefixed amount
administrative fee per client. Exhibit EI-5 depiotdly the fee expenditures. The service costshiesd organizations are included in
Acute Care. A per capita methodology is utilizeddrecast the FY 05-06 and FY 06-07 estimatesywating for an increase due to
caseload, and not utilization. The FY 05-06 estamat$4,443,171, 3.69% over FY 04-05. The FY OG8imate is $4,573,691,
2.94% over the estimated FY 05-06 expenditures.

FY 05-06 ACTUAL EXPENDITURES THROUGH SEPTEMBER 30, 2008zash-based (Exhibit J)

This exhibit displays the FY 05-06 year-to-date exjieires and the cash flow pattern of actual FYOB4expenditures for the first
period of FY 04-05, to determine a rough estimdtEYo 05-06 if the cash flow pattern remained thensaas FY 04-05. Note: this
section and exhibit will be updated with actual @xgitures through September 30, 2005 for the Noeerhb, 2005 submission.

UPPER PAYMENT LIMIT CALCULATIONS (Exhibit K)

The basic calculation for Upper Payment Limit finagcincorporates the difference between Medicark Medicaid reimbursement
amounts, with slight adjustments made to accoundiféerent types of services and facilities. Besa actual Medicare and Medicaid
reimbursement amounts are not yet known for theeatirfiscal year, prior year’'s data for dischargeaims, and charges are
incorporated into the current year calculation.

Funds received through the Upper Payment Limibifdpatient hospital services are used to offsete@di-und expenditures. These
offsets started in FY 01-02 during the Budget bailag activities. Similar methodologies are usedhiome health and nursing home
premiums. While outpatient hospital services amcing facilities account for a large portion ofpidp Payment Limit funding, home
health has expenditures that are relatively smatidmparison, and will experience little impactteig to changes in reimbursement
rates.

Projections for all provider types are providedEahibit K. Although the FY 05-06 estimate of $278820 appears to be an increase
of 2.50% over the actual FY 04-05 Upper Paymentit@rpenditures of $27,189,205, it is actually ardase of (2.17%). The FY
05-06 request includes an adjustment of $634,96®ditpatient hospital expenditures not recordednduFY 04-05. Without this
adjustment the request for FY 05-06 would be FY,$28,610. The FY 06-07 estimate equals $26,598,610.

APPROPRIATIONS AND EXPENDITURES FOR FY 04-05 (Exhibit L)

This exhibit displays the FY 04-05 final actual todéapenditures for the Medical Services Premiumsljuding 1) fund splits, 2)
remaining balance of FY 04-05 appropriation, ang&) capita cost per client. The per capita coghis exhibit includes Upper
Payment Limit and financing bills. This exhibit ot match Exhibit C due to these inclusions.
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ACTUAL FINAL EXPENDITURES FY 04-05 THROUGH FY 95-96 (Exitit M)

Actual final expenditure data for the past ten geme included for historical purpose and comparis®his history is built around
cash-based accounting; a 12 month period for eiachlfyear, based on paid date. This exhibit dyspthe distribution of final
service category expenditures from the estimateal ®xpenditures to the eligibility categories. S8 a necessary step because
expenditures in the Colorado Financial Reportingt&y are not allocated to eligibility categoridhe basis for this allocation is the
Medicaid Management Information System, ManageraadtAdministrative Reporting Subsystem report nathed'REX01/COLD
(MARS) 464600.” This report provides detailed mdyitata by eligibility category and by service @aigy, as defined by a general
ledger code structure. From that step, the perfetiite total represented by service-specific Bligy categories was computed and
then applied to the final estimate of expenditui@s each service category within each major sengoeuping: Acute Care,
Community Based Long Term Care, Long Term Care asdramce (including subtotals for long term care srsdirance pieces
separately), and Service Management (new sectroBifgle Entry Point agencies and disease managgment

While trying to recreate the past history of expemds in a cash-based environment, some docunaentspreadsheets with the
history of adjustments were no longer availabldsofof note, there is a greater opportunity for oeradjustments in the Colorado
Financial Reporting System that do not get recoldetthe Medicaid Management Information System myithe accounts payable
period. This can skew the reconciliation between.O{the Computer Output to Laser Disk storage ofdMaid Management
Information System reports) and the Colorado Fir@riReporting System.

ANNUAL RATES OF CHANGE IN MEDICAL SERVICES PREMIUMS (Eibit N)
Annual rates of change in medical services by sergroup from FY 04-05 through FY 95-96 final attergpenditures are included
in this Budget Request for historical purpose amhgarison.

COMPARISON OF APPROPRIATION TO BUDGET REQUEST (Exhibit O)

This exhibit displays the comparison of the FY 05Nivember 15, 2005 Budget Request to the DepartmENt05-06 request from
November 1, 2004, February 15, 2005, and the FO®%appropriation. The totals in this exhibit exdutie Upper Payment Limit
financing estimates.

GLOBAL REASONABLENESS TESTS (Exhibit P)
This exhibit displays several global reasonabletests as a comparison to the projection in thiggbticequest.

CASHFLOW ANALYSIS (Exhibit Q)
This exhibit displays the FY 05-06 year-to-date exieires through July 31, 2005. A rough estimatealculated by applying the
FY 04-05 cash pattern.
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CASELOAD GRAPHS (Exhibit R)
This exhibit is described in the Caseload Narrative.

V. ADDITIONAL CALCULATION CONSIDERATIONS

A few of the bills passed during the 2004 legisiatsession that impacted the Medical Services Rmasifor FY 04-05 had an
annualization impact to FY 05-06. Also, severdisippassed during the 2005 legislative sessiorctiffg the Department of Health
Care Policy and Financing. Each of these circunestarelate to the construction of the Medical S&viPremiums:

HB 04-1219 — Concerning Community Transition Servies for eligible persons under the “Home and Commuity-Based
Services for the Elderly, Blind, and Disabled Act’,and making and appropriation in connection therewih. - Authorizes
community transition services for elderly, blinchdadisabled persons who are receiving home and comtyrbased services. The
transition services are not to exceed $2,000 pgibkd person and are to be administered by aittansoordination service agency.
The Nursing Facility Transition grant expired on @&epber 30, 2004. The Department reached the gaabweing 130 people out of
nursing facilities by August 1, 2004, and informager 900 people of their right to choose commubiged placement. A "best
practices" manual was developed to assist casegaenand other stakeholders in assisting with itians. The Elderly, Blind and
Disabled waiver amendment was submitted to the éZerior Medicare and Medicaid Services on June2084. The Department
responded to questions from the Centers for Mediead Medicaid Services on September 3, 2004 apbgd is anticipated by
December 1, 2004. Rules were passed on Augus2QIB! and the Department is in the process of trgithe Single Entry Point
agencies on the new service.

The following are the estimated impacts to Medicatviges Premiums by fiscal year based on the apjptagn clause in the bill.
The annualization between FY 04-05 and FY 05-0dss mcluded to show the impact accounted for i lHome and Community
Based Services request in Exhibit G.

Community Based Long Term Care Total Funds| GeneraFund [Federal Funds

FY 04-05*

Total Community Transition Services $124,398 $62,199 $62,199

Estimated Savings in Class | Nursing Facilities ($204,047 ($102,024) ($102,02B)
Total FY 04-05 Estimated Impact to Community Based.ong Term Care ($79,649) ($39,825 ($39,824)
FY 05-06

Total Community Transition Services $165,864 $82,932 $82,932

Estimated Savings in Class | Nursing Facilities ($1,182,604)  ($591,302) ($591,30R)
Total FY 05-06 Estimated Impact to Community Based.ong Term Care ($1,016,740) ($508,370) ($508,37D)
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*FY 04-05 estimates are based on the fiscal nopaats estimated in the bill.

Total General Federal
Annualization between FY 04-05 and FY 05-06 Funds Fund Funds
Total Community Transition Services $41,466 $20,733 $20,733
Estimated Savings ($978,557)  ($489,278) ($489,279)
Total FY 05-06 Impact to Community Based Long TernCare (amount included | ($937,091)  ($468,545) ($468,546)
in Community Based Long Term Care Request — ExhibiG, page EG-2)

SB 04-177 — Concerning Home and Community-Based $&es under the State’s Medicaid Program for childrea with autism-
Establishes the “Home and Community based ServareSHildren with Autism Act.” The program is for Mieaid children birth to
six years of age with a diagnosis of autism, &-g§ institutionalization in an ICF-MR® a hospital, or a nursing facility and not
receiving services from any of the alternative$otoy-term care waiver programs. The Departmeneékiag a federal waiver that
meets budget neutrality requirements. Servicegiutiils waiver are outlined and limited to $25,@bually per participant, starting
January 2006. Community Centered Boards for persdth Developmental Disabilities are the SinglerigrRoint Agencies for
services. Administrative costs for the Communign@red Boards are capped at 15%.

A fund was created to pay for services and admmatige costs up to $1,000,000, which was transfietoethe Department from the
Tobacco Litigation Settlement Cash Fund to the GmlorAutism Treatment Fund. The Act took effect Janda2005. No funding
was appropriated for FY 04-05.

The fiscal note assumed that a 1915c waiver wouldrteen with existing resources and submittedht® €Centers for Medicare and
Medicaid Services in January 2005, with approvalesl for July 1, 2005 (FY 05-06) when costs for phegram, including system
changes would begin and take approximately 6 maoteemplete. Costs for the waiver developmeri¥n04-05 are to be absorbed
by the Department. The program is estimated tonbégnuary 1, 2006. Appropriation began in FY 05-@Bnly the Medical
Services Premiums costs are reflected.

SB 04-177 Total Funds Cash Furlds Federal Funds
Exempt
FY 05-06 Impact to Community Based Long Term Care
(2) Medical Services Premiums $545,000 $272,500 $272,50
(2) Medical Services Premiums — Single Entry Poamttiact with Community $81,750 $40,875% $40,87!

Bintensive Care Facility for the Mentally Retardéstjeral definition
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Cash Funds

Exempt* Federal Funds

SB 04-177 Total Funds

Centered Boards (15%)
Total (included in Community Based Long Term Care -Exhibit G) $626,750 $313,37% $313,37
*Cash Funds Exempt from the Colorado Autism Treatrkemid.

HB 05-1015 — Concerning substance abuse treatmemder the “Colorado Medical Assistance Act.” —The bill adds outpatient
substance abuse treatment as an optional servibhe ®tate’s Medicaid program. The following are éstimated impacts to Medical
Services Premiums by fiscal year based on the ppptimon clause in the bill. The annualization betw FY 05-06 and FY 06-07 is
also included to show the impact accounted foheAcute Care request in Exhibit F.

Description FY 05-06 FY 06-07

Medicaid caseload eligible for Outpatient Substafloase Treatment 4,479 4,668
Annual estimated cost per client $1,430 $1,513
Net Amount $6,404,97(Q $7,062,684
FY 05-06 Impact (Represents %2 year due to Jany&9db implementation.) $3,202,485 $0
Anticipated savings in Medical Services Premiume tlu addition of Outpatient $0 ($2,436,741
Substance Abuse Treatement
Fiscal Year Impact $3,202,485 $4,625,943

Acute Care Line Item Total Funds | General Fund Federal Funds

Total FY 05-06 Estimated Total Impact (included in fecuCare FY 056
adjustment section of Exhibit F, page EF-2)

Total FY 06-07 Estimated Total Impact $4,625,943 $2,312,97p  $2,312,97

Annualization between FY 05-06 and FY 06-07 (amounihcluded in Acute Care
— Exhibit F, page EF-3 for FY 06-07) 1423458 | $71l729|  $711,729

$3,202,485 $1,601,248  $1,601,24

N

|

HB 05-1066 — Treatment of Obesity under the “Colordo Medical Assistance Act’-The bill implements an obesity treatment
pilot program to Medicaid recipients with a bodysmandex that is equal to or greater than thirty @ho have a comorbidity related
to their obesity, including but not limited to d&tbs, hypertension, and coronary heart disease.
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Description FY 05-06 FY 06-07
Counseling/Behavior Modification Sessions $35,120 $70,240
Prescription Drugs for Medicaid Clients $46,778 $93,555
Disease Management Contract $140,925 $281,851
Fiscal Year Impact $222,823 $445,646

Acute Care Line Item Total Funds | General FundFederal Funds

Total FY 05-06 Estimated Total Impact (included inufec Care FY 0%6

1 D
adjustments — Exhibit F, page EF-2) $222,823 $111,41p $111,431
Total FY 06-07 Estimated Total Impact $445,646 $222,828 $222,823
Annualization between FY 05-06 and FY 06-07 (amounncluded in Acute Care $222 823 $111 41D $111.412

— Exhibit F, page EF-3 for FY 06-07)

HB 05-1131 — Authority of a Pharmacist to redispers specified unused medications: Allows a patient of a licensed facility, or
the patient’s family, to return unused prescripsiomdividually. It also allows pharmacists to egtand distribute medications to
nonprofit organizations that provide Medicaid carén addition, pharmacists must reimburse the Diepamt for the cost of
medications that the Department has paid if theicagidns are available to be dispensed to anotiesop.

Description FY 05-06 FY 06-07
Assisted Living Facilities savings (Community Bas&hg Term Care) ($57,19%) ($76,150)
Nursing Facilities savings (Long Term Care - ClaNsirsing Facilities) ($676,773) ($901,058)
Fiscal Year Impact ($733,970) ($977,208)
Community Based Long Term Care Total Funds| GeneraFund| Federal Funds

Total FY 0506 Estimated Total Impact (included in Community Baseng
Term Care FY 05-06 adjustment — Exhibit G, page EG-2) ($57,195 ($28,597 ($28,598

Total FY 06-07 Estimated Total Impact ($76,150 ($38,075 ($38,075

Annualization between FY 05-06 and FY 06-07 (amountcluded in
Community Based Long Term Care — Exhibit G for FY (56-07) ($18,955 ($9,478 ($9.477
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Long Term Care (Class | Nursing Facilities) Total unds | General Fund| Federal Funds
Total FY 05-06 Estimated Total Impact (included in tlweg Term Care €las;
| Nursing Facilities — Exhibit H, page EH-2 and EH-6 ($676,775 ($338,387) ($338,388
Total FY 06-07 Estimated Total Impact ($901,058 ($450,529) ($450,529
Annualization between FY 05-06 and FY 06-07 (amounicluded in Long
Term Care — Class | Nursing Facilities — Exhibit H,page EH-2 and EH6 for ($224,283 ($112,142) ($112,141
FY 06-07)

HB 05-1243 — Extends the option of receiving Homend Community Based Services through the consumer icted care
service model. -As amended by House Health and Human Services QtagsmFebruary 14, 2005, the bill extends the apbf
receiving Home and Community Based Services thrdhglconsumer directed care service model to atlided recipients who are
enrolled in a Home and Community Based Service erdior which the Department of Health Care Poling &inancing has federal

waiver authority.

Description FY 05-06 FY 06-07
Service Management (Single Entry Point) $1,008,375 $1,008,375
Community Based Long Term Care savings ($2,012,790 ($11,674,182
Fiscal Year Impact ($1,004,415 ($10,665,807
Service Management (Single Entry Point Agencies) Tal Funds | General Fund Federal Funds

Total FY 05-06 Estimated Total Impact $1,008,375 $504,188 $504,18
Total FY 06-07 Estimated Total Impact $1,008,375 $504,188 $504,18
Annualization between FY 05-06 and FY 06-07 (amounihcluded in Service $0 $d $d
Management — Single Entry Point - Exhibit | for FY 06-07)
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Community Base Long Term Care Total Funds| General &nd| Federal Funds
Total FY 05-06 Estimated Total Impact ($2,012,790) ($1,006,395) ($1,006,395
Total FY 06-07 Estimated Total Impact ($11,674,182) ($5,837,091) ($5,837,091

Annualization between FY 05-06 and FY 06-07 (amountcluded in
Community Based Long Term Care — Exhibit G for FY (5-07)

($9,661,392) ($4,830,696) ($4,830,696

HB 05-1262 — Concerning the implementation of Tob@o Taxes for health-related purposes pursuant to $gon 21 of Article

X of State Constitution, and making an appropriatian therefore. — The Tobacco Tax Bill requires expansion of exishfegicaid
programs to be funded through the Health Care EsiparFund and the Prevention, Early Detection, am@ffinent Fund to provide
revenue for the State’s General Fund, the Old Agiesi®n Fund and for municipal and county governsieAppropriations from the
Health Care Expansion Fund and the Prevention, Exetgction, and Treatment Fund are made to the ME&ervices Premiums
Long Bill line item. The following are explanation§the impacts each have to the Medical ServicemRims request for FY 05-06
and FY 06-07.

Prevention, Early Detection, and Treatment Fund The fund is administered by the Department ofliedtealth and Environment;
however, HB 05-1262 provides for a transfer of fd the Department for two programs: 1) Breast @edvical Cancer, and 2)
Disease Management. Since the Premiums projectiade in each service category, assumes a 50% & &negrd and 50% federal
fund match, unless otherwise stated on Exhibit AyepBA 1-4, estimates below represent the full d@laount estimate for each
fiscal year to accurately adjust the fund split@ash Funds Exempt for the Health Care Expansion fextabit EA page 5-8).

Breast and Cervical Cancer Treatmeit HB 05-1262 appropriates $3,588,425 in revenuthéoPrevention, Early Detection, and
Treatment Fund, for FY 05-06, to fund additional@anscreenings. As additional women are scredhedk is the potential for an
increase in positive diagnosis. The estimateceas® in clients is 91 and 116 during FY 05-06 ard6-07, respectively. Rather
than utilizing the analysis the fiscal note assuomst were based on, the Department estimated acliemt per capita of $31,060.41
(see Exhibit F, page EF-5) for FY 05-06 and FY 0@dproject the fiscal year impact. The Health Ga&xpansion Fund covers only
the amount that would have been funded by Generadl.F The portion to be funded by General Fund /10B6-06 and FY 06-07 is

17.5% and 26.25%, respectively. This bill assumédiya 1, 2005 implementation date.

Breast and Cervical Cancer Treatment FY 05-06 FY 0®7
Estimated New Clients 91 116
Breast and Cervical Cancer Treatment Rer
Capita for New Clientd $31,060.41 $31,060.41
Total©® $2,826,497 $3,603,008
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(1) See Exhibit F, page EF-5 for further details.

(2)Amounts are included in the Acute Care, Breast @ervical Cancer Treatment request. The 116 estthreew clients for FY 06-
07 does not include the 91 estimated clients frdh©5-06. No annualization is necessary.

(3) The amount funded through the Health Care Exparfaund for FY 05-06 and FY 06-07 is $494,637 $8d5,789, respectively.

Disease_Management The Department of Public Health and Environment winsfer Cash Funds Exempt in the amount of
$3,940,776 for FY 05-06 and FY 06-07 to the Departtrirom the Prevention, Early Detection, and Treatk@ind. The purpose of
assisting in the implementation of the State’'ststii@ plans regarding cancer and cardiovasculaades to provide a cohesive
approach to cancer, cardiovascular disease, amhichpulmonary disease prevention, early detectamd treatment in Colorado.
The program criteria shall address at least onaeofdllowing program criteria; 1) translating evide-based strategies regarding the
prevention and early detection of cancer, cardiowas disease, and chronic pulmonary disease pnéatical application in
healthcare, workplace, and community settings; @yiding appropriate diagnosis and treatment sesvifor anyone who has
abnormalities discovered in screening and earlgadiein programs; 3) implementing education progrémnghe public and health
care providers regarding the prevention, early adiete, and treatment of cancer, cardiovascularagsgand chronic pulmonary
disease; and 4) providing evidence-based stratégiesercome health disparities in the preventiod aarly detection of cancer,
cardiovascular disease, and chronic pulmonary sikisedhe amount funded through the Health Care Eipafsnd each fiscal year
will be $1,970,388.

Health Care Expansion Fund This fund is administered by the Department oaldeCare Policy and Financing. Items funded
include 1) the additional Categorically Eligible Ldnecome Adults and Eligible Children estimated t@drae eligible for Medicaid
due to the removal of the Medicaid asset testxppesion of child enrollment under the Children’'srhe and Community Based
Services Waiver and the Children’s Extensive Supaiver programs, 3) fund Medicaid to legal immigsa 4) increase in Eligible
Children due to the impact from marketing the Ofeitds Basic Health, and 5) provide presumptiveileility to pregnant women in
Medicaid. The request differs from the analysishie fiscal note due to updating the per capitasctisthose in the request. The
following itemizes each expansion and explaing@ggiest calculation.

Remove the Asset Tespproximately 39.5% of the clients enrolled hetChildren’s Basic Health Plan had incomes lowughao
qualify for Medicaid, but were denied based on khedicaid asset test. Upon federal approval, thelibdéed asset test would be
removed and clients who were previously found gible for Medicaid potentially would qualify. Thigould move the clients in the
Children’s Basic Health Plan out, and into Medicaitlhe federal match for these clients would be ceduo 50% federal match
under Title XIX, rather than the 65% federal matcider the Children’s Basic Health Plan. The Depantrestimates the impact to
Eligible Children and Category Eligible Low-Income Wt would result in an increase of 14,332 and @,44spectively. Each
estimate is multiplied by the requested per cdpit@ach eligibility category:

Page M-152



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND MIEMNG; FY 06-07 BUDGET REQUEST,; ASSUMPTIONS AND@AIATIONS

Medicaid Asset Test — Eligible Children Expansion ¥ 05-06 FY 06-07
Estimated New Clients — without retroactivity (Exhihiof HB 05-1262
Fiscal Note) 14,332 24,371
Per Capita Cost for Eligible Childréh $1,403.83 $1,439.03
Total"” $20,119,63C $35,070,542

(1) See Exhibit C for further details.

(2)Amounts are included in the all Medical Serviegsmiums service categories since the caseloadramas included in the Medicaid Caseload proj@stio
on Exhibit C. To accurately project the fund spliift from General Fund to Cash Funds Exempt tiiedbllar amounts are recognized in this tabl@%&of the
total amount will be funded through the Health Carpansion Fund (FY 05-06 - $10,059,815 and FY 06-$17,535,272).

Medicaid Asset Test — Adult Expansion FY 05-06 FY®&07
Estimated New Clients — without retroactivity (TaBlef the Colorado
Legislative Council Fiscal Note for HB 05-1262, e&tApril 25, 2005) 3,440 5,849
Per Capita Cost for Category Eligible Low-Income Asit/ $3,471.33 $3,541.88
Total"” $11,940,265 $20,716,445

(1) See Exhibit C for further details.

(2)Amounts are included in all the Medical Servieggemiums categories since the caseload amouningkgled in the Medicaid Caseload projections on
Exhibit C. To accurately project the fund splitfsfrom General Fund to Cash Funds Exempt theduollar amounts are recognized in this table. 50%e
total amount will be funded through the Health Carpansion Fund (FY 05-06 - $5,970,133 and FY 06-$70,358,223).

Expansion of child enrollment under the Children’snit and Community Based Services Waiver and th&@his Extensive
Support Waiver ProgramsThese waivers have caps limiting the number ofdodm enrolled, resulting in a waiting list for dee
services. HB 05-1262 expands the cap amount todber the current children on the waiting listoddanuary 1, 2005. There were
148 children on the Children’s Extensive Support WaiProgram (as of January 1, 2005, 49 clients wetecurrently Medicaid
eligible and 99 were currently Medicaid eligible)da478 children (all new to Medicaid) on the Chald’s Home and Community
Based Services waiting list. An estimated paynoér@i75 per client is calculated for Utilization Rew and Case Management cost
for 49 clients for the Children’s Extensive Suppdfaiver and 478 clients for the Children’s Home @wmmunity Based Services
waiting list. Service costs for lifting the Chiklv's Extensive Support Home and Community Basedi@srwvaiting list for 49
children and Children’s Home and Community BasexiSe waiting list for 148 children are based otireated costs per client for
each group, which vary each fiscal year. The catmuris for all by fiscal year are as follows:

Children’s Extensive Support Waiver Program Waiting List™ FY 05-06 FY 06-07
Number of children added 49 0
Cost per child $75.00 $0
Total?” $3,675 $0
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(1) The 49 clients were added to the Medicaid cagkéstimates for FY 05-06. A bottom-line adjusitrfer the $3,675 estimate
was added to the Service Management-Single Entmyt Rgiency exhibit (EI-1), varying from the methoskd in the fiscal note.
(2) 50%, or $1,838, is to be funded by the Healihe@Expansion Fund.

Children’s Home and Community Based Services Waitig List"”) FY 05-06 FY 06-07

Number of children added 478 0
Cost per child $75.00 $0
Total?” $35,850 $0

(1) The 49 clients were added to the Medicaid caskkstimates for FY 05-06. A bottom-line adjusitifer the $35,850 estimate was added to the Servic
Management-Single Entry Point Agency exhibit (EJaigrying from the method used in the fiscal note.
(2) 50%, or $17,925, is to be funded by the He@line Expansion Fund.

Children’s Extensive Support Home and Community FY 05-06 FY 06-07
Based Services Waiting List
Estimated Clients 49 49
Estimated Cost $34,420 $39,287
Total™ $1,686,593 $1,925,061
(1) 50% is to be funded by the Health Care ExpamBiend. (FY 05-06 - $843,297 and FY 06-07 — $962)53
Children’s Home and Community Based Services FY 05-06 FY 06-07
Waiting List — Children’s Waiver Services
Estimated Clients 478 488
Estimated Cost $301 $492
Sub-Total $143,816 $235,380
Total™ $9,873,244 $11,700,832

(1) 50% of the total is funded by the Health Caxedhsion Fund ($4,936,622 and $5,850,416 for FY®%and FY 06-07, respectively).

Medicaid Legal Immigrants SB 03-176 eliminated Medicaid coverage to legahigrants. However the implementation of the bill
was delayed. During the delay Tobacco Tax funddddrthe expenditures for these clients resultingpiminuous coverage for this
population. HB 05-1086 reinstated Medicaid coverfy legal immigrants and a provision was addetiB)05-1262 to provide
funding from the Health Care Expansion Fund on agoomg basis. Due to the reinstatement of serwicdsgal immigrants granted
by HB 05-1086, $2,638,343 was funded through thaltHe&Care Expansion Fund for FY 04-05. A fund smiitrection was needed in
the Premiums exhibits (Exhibit A, EA5-6) for this asjment. The amount to be funded by the Health Eapansion Fund for FY
05-06 and FY 06-07 is $6,216,752.
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Impact on Medicaid due to cost effective marketghe Children’s Basic Health Plarit is assumed that with resuming marketing
in the Children’s Basic Health Plan, Medicaid elmant will increase, since applicants to the Cleitds Basic Health Plan are
screened for Medicaid eligibility first. The additi to Medicaid caseload would be funded throughHealth Care Expansion Fund.
An estimated 844 and 2,402 increases for FY 05+ RY 06-07, respectively, in Eligible Children wdube experienced in
Medicaid. The Eligible Children per capita costs &ach respective year is utilized to calculate ithpact and Health Care
Expansion Fund portion of the costs as a result.

Impact on Medicaid from Marketing the Children’s Basic Health Plan FY 05-06 FY 06-07
Estimated Clients 844 2,402
Estimated per capita cost for Eligible Childrén $1,403.83 $1,439.03
Total"” $1,184,829 $3,456,544

(1) See Exhibit C.

(2) Amounts are included in the all Medical ServiBgemiums service categories since the caseloadramwere added to the Medicaid Caseload projeztion
on Exhibit C. To accurately project the fund sphift from General Fund to Cash Funds Exemptfaliedollar amounts are recognized in this tabi®% of the
total amount will be funded through the Health Carpansion Fund (FY 05-06 - $592,414 and FY 06-$%,728,272).

Presumptive Eligibility: The Department of Health Care Policy and Finandisgontinued Medicaid presumptive eligibility on
September 1, 2004. Through the passage of HB 03-tt&Department reinstated the presumptive elityilrocess. The estimated
number of clients is 1,470 and 1,549 for FY 05-0d &Y 06-07, respectively. The estimated costs wagenally based on member
months times per member per month amount. Costisiage delivery charges. Member months were coadetd client count by
dividing each amount by 12 (months in the year)e Phr capita amount was based on the total expeasitlivided by the caseload.
Per capita amounts differ from the Medicaid periteagmounts due to the exclusion of the delivergrghs.

Presumptive Average Per
Eligibility Member Per
FY 05-06 Description Member Month Month Cost Total

Women who are on Presumptive Eligibility and are
ultimately determined not eligible for Medicaid aact
not eligible for Emergency Medical coverage either. 8,067 $417 $3,363,914

Women who are on Presumptive Eligibility and are
ultimately determined not eligible for Medicaid kare
eligible for Emergency Medical coverage due to their
undocumented status. 9,577 $433 $4,242,439

Total® 17,644 $7,606,353

(1) 50% of the total estimated cost ($3,803,17Mhe funded by the Health Care Expansion Fund.
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Presumptive Average Per
Eligibility Member Per
FY 06-07 Description Member Month Month Cost Total
Women who are on Presumptive Eligibility and are
ultimately determined not eligible for Medicaid asack
not eligible for Emergency Medical coverage either. 8,497 $417 $3,543,211
Women who are on Presumptive Eligibility and are
ultimately determined not eligible for Medicaid kare
eligible for Emergency Medical coverage due to their
undocumented status. 10,087 $433 $4,468,561
Total™” 18,584 $8,011,772
(1) 50% of the total estimated cost ($4,005,888) bvei funded by the Health Care Expansion Fund.
Per capita calculation FY 05-06 FY 06-07

Estimated Expenditures $7,606,353 $8,011,772
Estimated clients 1,470 1,549
Per Capita Cost” $5,173.22 $5,173.34

(1) 50% of the total estimated costs will be funtigdhe Health Care Expansion Fund (FY 05-06 - @3,B77 and FY 06-07 - $4,005,886).
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(3) MEDICAID MENTAL HEALTH COMMUNITY PROGRAMS

The following is a description of the budget projectfor the Medicaid Mental Health Community Pragsa

History and Background Information

Early legislative history of the Medicaid Mental HteaCommunity Programs began in the 1990’s. In2139B 92-1306 authorized
the Department and Colorado Department of Humani&er to develop a pilot program to provide compredive mental health
services to eligible Medicaid clients through aitatpd managed care system. In 1993, under Set8idh (b) and Section 1902 (a)
of Title XIX of the Social Security Act, the fedei@enters for Medicare and Medicaid Services gratitedstate waivers that allowed
the State to implement a managed mental healthrgamagn 1995, SB 95-078 revised the reporting @nohination dates of the pilot
program and directed the Department and Coloragmi®ent of Human Services to implement a statewidatal health managed
care program. In 1997, SB 97-005 authorized theament to provide mental health services thraugianaged care program.

The structure of managed care has changed over tim&995, implementation of the Colorado Medickldntal Health Capitation
Program in fifty-one counties of the State was cletep with the remaining twelve counties added988. Through a competitive
bid process, eight Mental Health Assessment andc&eAgencies (MHASAS) were awarded contracts t@ Iservice provider in the
program. Again through competitive procuremeng, Bepartment reduced the number of regions frorteiy five and awarded
managed care contracts to five Behavioral Healtjg@izations (with new rates) effective JanuaryGD=32

Each Behavioral Health Organization is responsiblepiroviding or arranging any medically necessagntal health services to
Medicaid-eligible elders, disabled, adults and drieih enrolled with a Behavioral Health Organizatio8ervices provided by the
Behavioral Health Organization include, but is htited to, inpatient hospitalization; psychiatgare; rehabilitation and outpatient
care; clinic services, case management, medicatemmagement and physician care; and non-hospitderdgl care as it pertains to
mental health. The capitation program also currentjudes alternatives to institutionalization. Thepartment is required to make
monthly capitation payments to contracted BehaVibiealth Organizations for these services for ealofible Medicaid recipient
enrolled in the Behavioral Health Organization.yrRants may vary across each Behavioral Health Qzghon, as well as each
eligibility category.

Since the inception of the Medicaid Mental Healt@pation Program, the Department, as the SingkeShgency authorized by
federal Centers for Medicare and Medicaid Serviaes, as authorized in State statute, has beennmagpo for the oversight of the
program and contracting with the managed care arghons. The budget projections, day-to-day ojp@natand administration of
the program were the responsibility of the Colorddepartment of Human Services. However, HB 04-12@fHsferred the

administration and programmatic duties, includimgt, not limited to, budget projections and accaumfor the program, site reviews
of the institutions, and contract negotiationspfrthe Colorado Department of Human Services tdieartment, with the exception
of the Goebel lawsuit, which the Colorado Departh@rHuman Services retained. The transfer wasedie on April 1, 2004 for
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the administrative responsibilities, which HB 04652appropriated in the Executive Director’s Officenlg Bill group, and on July 1,
2004 for Community Programs. The transfer alsolredun a new Long Bill group for the Departmenttire FY 04-05 Long Bill

(HB 04-1422), including a section for Program Adisiration. Subsequently, SB 05-112 transferred t{i Mental Health
Administration appropriation for Personal Servic®perating Expenses, and External Quality Review Qrgéion Mental Health
from Medicaid Mental Health Community Programs -ed?am Administration to the Executive Director’sficé Long Bill group,

(2) Single Entry Point case management services fuedicaid Mental Health Fee for Service Paymentdviedical Services
Premiums, and (3) services for the developmentibabled from the Colorado Department of Human iSesvfor People with
Disabilities — Community Services and Regional @ento Non-Emergency Medical Transportation, Med®atvices Premiums,
and Mental Health Fee for Service appropriationthiwithe Department. As a result, it is only thedwtaid Mental Health
Community Program expenditures that are addresstisi section.

A historical perspective of the Mental Health Conmitya Program is summarized as follows:

Within the appropriation for Mental Health CommuynRrograms, Mental Health Capitation and Perforreancentive Awards,
HB 02-1420 provided funding for the Mental Healtistitute Rate Refinance Adjustment. This funding wacessary because it
was discovered in 2001 that capitation-based payfoeiMedicaid clients did not cover bed costshat Mental Health Institute.
This funding was continued by SB 03-258. Sepanapeapriations for the Mental Health Institutionadte Refinance Adjustment
were made in the FY 04-05 Long Bill HB 04-1422 aheé FY 04-05 Long Bill Add-On SB 05-209. New cauts with
Behavioral Health Organizations effective Januarn2d05 began fully covering the negotiated bed ebshe Mental Health
Institute in new capitation rates via payments halld from the Behavioral Health Organizations aratiendirectly to the Mental
Health Institute. Therefore, a separate appropnafor the Mental Health Institute Rate Refinanadjustment was no longer
needed as of FY 05-06.

HB 02-1420 also provided funding for three alterveprograms in the Mental Health Community SersiPeogram: Alternatives
to Inpatient Hospitalization at the Mental Healtistitute at Pueblo, Alternatives to Inpatient Hespration at the Mental Health
Institute at Fort Logan, and Alternatives to thetE@gan Aftercare Program. Each of these prograassthe result of reductions
in institutional care. Contracting through Meniktédalth Assessment and Service Agencies, Communégtd Health Centers
offered to provide services through managed care atuch lower cost. Initially part of the Mentak&lth Capitation line,
separate appropriations were made in the FY 04-@%gLBill HB 04-1422 and the FY 04-05 Long Bill Adak SB 05-209.
Funding for Alternatives to Inpatient Hospitalizatiand Aftercare Programs was incorporated intacc#ptation base during the
Request for Proposal process for contracts effeclanuary 1, 2005. Due to this new contractuavipian with Behavioral
Health Organizations, separate appropriations werenger needed as of FY 05-06.

SB 03-196 mandated the Department to move fromuattrased accounting to cash-based accountindnéoMiedical Services
Premiums and the Medicaid-funded services in thgaisment of Human Services’ budget. This resultedne-time savings of
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approximately $70 million in Medical Services Pramis and $7 million in the Department of Human Sessi Medicaid-funded
services during FY 02-03. With cash-based accognall expenditures became based on the dateyoigy#, regardless of when
the date of service occurred, thus eliminatinggixemonth accounts payable period maintained uaderual-based accounting.
Ideally, all prior expenditure history for mentadaith services should have been rebuilt on a casis lfor historical comparison
purposes, using both the Colorado Financial Rempritystem and the Medicaid Management Informatigeteé®n data.
However, the Department’s current prospective gita budget methodology did not require the uskistbrical data prior to
FY 02-03.

* SB 03-282 gave the Department and Department ofdduBervices’ Medicaid-funded programs a one-timgr@iation of
$1,000,000 in FY 03-04, wherein $500,000 was frtwm Tobacco Litigation Settlement Cash Fund purst@isection 24-75-
1104, C.R.S. and the remaining $500,000 was fratertd funds for mental health capitation and pentoice incentive awards.

* Due to a temporary federal change, the Medicaidreddinancial participation match was enhancedtierlast quarter of FY 02-
03 and the entire FY 03-04 to 52.95% (up from 500f)ile the State’s share was reduced to 47.05%.fétieral financial
participation match rate returned to 50% for FYQ®-

* In FY 02-03, budget reductions were implemented Isiedlicaid capitation payments were reduced sigmifiy for FY 02-03
through FY 03-04. This led to a reduction of segiprovided by the Behavioral Health Organizatiolm&reasing caseload for
Mental Health and incorporating funding for alteima programs to inpatient hospitalization tempetteel effect the reductions
have had on the capitation budget.

* HB 04-1422 reorganized the Mental Health CommuBitygram Long Bill appropriation line items. Undke Medicaid Mental
Health Community Programs Long Bill group, the daling sections were created:

1. Mental Health Capitation Payments, which includeapi@tion Base Payments, Mental Health ServicesBi@mast and
Cervical Cancer Patients, Mental Health InstitusgeRRefinance Adjustment, Alternatives to Inpatidospitalization at the
Mental Health Institute at Pueblo and the MentaalHelnstitute at Fort Logan and Alternatives te fort Logan Aftercare
Program. SB 05-209 consolidated these line itettsane Mental Health Capitation Payments line item

2. Other Medicaid Mental Health Payments, which ineldid/ledicaid Mental Health Fee for Service Paymebitéld Placement
Agency and Anti-Psychotic Pharmaceuticals. Chlat®ment Agency and Anti-Psychotic Pharmaceutwale listed under
Other Medicaid Mental Health Payments for inforroasl purposes only. Detailed explanations of thg#dCPlacement
Agency and Anti-Psychotic Pharmaceuticals progrants appropriations can be found in the Departmehtuonan Services
Child Welfare section and the Department’'s Med®alvices Premiums section, respectively. Summappear at the end
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of the Medicaid Mental Health Community Programetise. SB 05-209 did not change these line itefibey remain the
same.

« HB 05-1262, known as the Tobacco Tax bill, estabtistkeo funds that will provide capitated mental hiedbenefits to an
increased population of Medicaid clients. Increlasaseload funded by the Health Care Expansion Rmadthe Cessation,
Prevention, and Detection Fund are included irR¥i&®6-07 Request and are elaborated below.

* The federal Medicare Prescription Drug, Improvemant Modernization Act of 2003, commonly known as tedicare
Modernization Act, will be in effect January 1, Z00This legislation provides seniors and individualth disabilities, including
“dual-eligibles” who are eligible for both Medicaesmd Medicaid, with a prescription drug benefit. eTiumber of Medicare
beneficiaries being screened for the Low-Incomes®lypprogram is expected to increase the Medicagkload. Increased
caseload projections are included in the Departimdiit 06-07 Request, as discussed below. Additiamfarmation is also
available in the Medical Services Premiums Assuomgtiand Calculations.

Program Administration

The FY 04-05 Long Bill (HB 04-1422) included a lineem for Medicaid Mental Health Community ProgramsProgram
Administration. However, SB 05-112 transferredadélMedicaid Mental Health Community Programs -d?eon Administration into
the Executive Director’s Office Long Bill group, asflected in the lines for Personal Services, OpayeExpenses, and External
Quality Review Organization Mental Health. The F¥-@7 Request is reflected and described there.

(A) MENTAL HEALTH CAPITATION PAYMENTS

The Mental Health Capitation Payments line itemee# the appropriation that funds Medicaid mengadlth services throughout
Colorado through managed care providers contrdntede Department.

As the result of the competitive procurement, tbenber of managed care providers was recently rediroen eight Mental Health
Assessment and Service Agencies to five Behavidesdlth Organizations. New contracts were effectveJanuary 1, 2005.
Capitation rates and services were updated. @ile liems from FY 04-05, the Mental Health InstitiRate Refinance and
Alternatives to Inpatient Hospitalization and Aftare, were incorporated into the main line item.

The responsibility of the Behavioral Health Orgatiza is to provide or arrange all medically necegsaental health services to
Medicaid-eligible clients within a specified geoghéc location for a pre-determined capitation ractuarially certified rates are
paid by the Department to the Behavioral Health aization for each Medicaid client in each Medicaidyibility category.
Amounts are prorated for partial months of sendnd retroactivity in eligibility is covered. Paynte may vary across Behavioral
Health Organizations, as well as eligibility catags.
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The Medicaid populations that are eligible for méfgalth services covered by capitation are contbiméo the following five
categories for which capitation rates are paid ()ed Medicare Beneficiaries, Special Low-Incomestiicare Beneficiaries, and
Non-citizens are excluded).

Supplemental Security Income Adults 65 and Old&1 5+)

Supplemental Security Income Adults 60 to 64 Yearsge (SSI 60-64) and Supplemental Security Income
Disabled Individuals (SSI Disabled)

Category Eligible and Health Care Expansion Fund Loveme Adults (AFDC-A), Baby Care Program — Adults
and Breast and Cervical Cancer Treatment Prograticipants

Eligible Children (AFDC-C/BC)

Foster Children

Analysis of Historical Expenditure Allocations aces Eligibility Categories

At the beginning of a contract cycle Behavioral learganization capitation rates are entered m khedicaid Management
Information System. Monthly payments are paid dase eligibility categories. The Medicaid Managembriormation System
provides detail expenditures by Behavioral Healtgadization and eligibility category. However, ttiely source that includes all
actual expenditure activity is the Colorado Finah&eporting System. The drawback is the Coloradarf€ial Reporting System
provides total expenditures by Behavioral HealtlyaDization, not by eligibility category. Since alfocation must be calculated to
determine the amount of the expenditures acrossetiggbility categories, a ratio is calculated feach Behavioral Health
Organization by dividing the Medicaid Managemenfotmation System eligibility category expenditurdeg the total Medicaid
Management Information System expenditures. The matmultiplied by the Behavioral Health Organipats total expenditures
from the Colorado Financial Reporting System. Tdakulation estimates actual Colorado Financialdriapy System expenditures
across each Behavioral Health Organization andbdlty category.

Description of Previous Methodology

Member month budget methodology was used when dmeingstration of Medicaid Mental Health CommunityoBrams was

transferred to the Department. Historical expandd were divided by the capitation rates for thgian served by each Mental
Health Assessment and Service Agency to estimaentimber of member months for which capitation payt: were made.
Caseload growth rates were applied to these membeths to calculate projected member months. Memmoaths were multiplied

by the capitation rates for the upcoming year temheine the projected capitation base payments. piblglem with this system was
that member months, which reflected the impactetfoactive payments, were not equivalent to the itéed caseloads used in
Medical Services Premiums, which did not includeoactivity.
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The FY 04-05 Supplemental Request and FY 05-06 BuBgguest Amendment presented to the Joint Budgetndittee on
February 15, 2005 began moving towards the cugentcapita methodology. The FY 04-05 Supplemen&guRst relied upon a
regional analysis of actual expenditures for tigt thalf of the year and regionally projected menmhenths multiplied by capitation
rates for the second half of the year. The FY 0®B08get Request Amendment grew from an analysikeatied statewide per capita
costs, leading to the per capita costs selectesbtimate FY 05-06 expenditures, which were mutiblby the adjusted Medical
Services Premiums caseload.

Medicaid Mental Health Community Programs Historicaind Future Projection Overview (Exhibit AA):

Exhibit AA demonstrates the growth in spending aasketoad for Medicaid Mental Health Community Progga The expenditures
are those reported in the Colorado Financial Reppi$ystem. Medicaid Medical Services Premiumsloasl is shown with an
adjustment for the eligibility categories excludém Mental Health Community Programs, namely (ieai Medicare
Beneficiaries, Special Low Income Medicare Benefies and Non-Citizens. The chart illustrates a gamson in the growth of
Medical Services Premiums Caseload for Mental Headtmpared to the growth in capitated expenditures.

General Fund, Cash Funds, and Federal Funds MatclalCulation, FY 06-07 Request (Exhibit BB):

Exhibit BB presents the fund splits for the FY 06R&quest. For most of the capitation paymentsfuhéding is 50% General Fund
and 50% federal funds. Beyond capitation paymeviesjicaid Mental Health Fee for Service Paymengs aéceive 50% General
Fund and 50% federal funds. The Mental Health CRltement Agency and Anti-Psychotic Pharmaceustiaed reported as Cash
Funds Exempt to avoid double counting General Fymtapriations that are included in the Departmdridoman Services Child
Welfare line item, and the Department’s MedicalVvms Premiums line item, respectively. Summadgshe Other Medicaid
Mental Health Payments follow the Mental Health &#mn Payments discussion.

However, exceptions to the fund split of 50% GehErand and 50% federal funds for capitation payrmentst for the Breast and
Cervical Cancer Program and HB 05-1262 Tobacco T@aats. While a separate exhibit, Exhibit GG, heanbprepared to develop
the complex Tobacco Tax impact to the FY 06-07 Regaeseparate exhibit was not necessary for thadBrand Cervical Cancer
Program. Hence, a description of the Breast andi€z Cancer Program follows immediately. Sincénibk BB also introduces the
FY 04-05 overexpenditure, an explanation is inctubdelow.

Mental Health Services for Breast and Cervical Cardatients (Exhibit BB):

SB 01S2-12, adopted during the second specialosessi2001, created the Breast and Cervical CaRoevention and Treatment
Program. Annual designations of General Fund dmurtions to program costs were specified. Purst@argection 26-4-532 (7),
C.R.S. (2005), and as illustrated in Exhibit BB, heneral Fund contributes 50% of the state shaFe/i05-06, increasing to 75%
during FY 06-07 and FY 07-08. Because federal s$utmlrer 65% of the cost, the fund split in FY 05i965% federal funds, 17.5%
General Fund and 17.5% Cash Funds Exempt. Durin@6-87 and FY 07-08, the fund split is 65% fedéualds, 26.25% General
Fund and 8.75% Cash Funds Exempt. SB 05-209 incg® funding for the Breast and Cervical Cancemaffment into the
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appropriation for the capitation payments effectiuth the FY 05-06 budget. The source for Cash Bufxempt continues to be the
Breast and Cervical Cancer Prevention and Treatmamd.

Breast and Cervical Cancer Treatment mental healtd is managed through the capitation contracts thié Behavioral Health
Organizations. Therefore, the budget is based emMintal Health caseload for the Breast and Cdrdeacer Treatment eligibility
category. The same capitation rate is paid for &raad Cervical Cancer Treatment participants asrtleegpaid for Category Eligible
and Health Care Expansion Fund Low-Income AdultsBaloly Care Program — Adults. These categoriesegrarated in Exhibit BB
because of the different fund splits.

Explanation of FY 04-05 Overexpenditure (Exhibit BB

The FY 04-05 overexpenditure of $2,382,301 arosenfeeveral factors. Of the $2,382,301, higher @gita costs in specific
categories than projected accounted for $1,969,#9i§her per capita costs were primarily attributedactual per capita costs for
children during the second half of FY 04-05. Adtpar capita costs for children during the secomdf bf FY 04-05 were
approximately $5.51 higher than projected, times\agrage of 224,708 children during that time, ltesgin an overexpenditure of
$1,238,299. Additionally, per capita fluctuaticcentributed $947,525 for adults and $98,506 fotefioshildren, offset by lower per
capita results of $220,600 for the disabled and$3Bfor the elderly. The actual recoupment ofltigitute payment disallowance
was $448,858. This was $25,688 less than the $4G4f&ctored into the appropriation. Greater Infithel Rate Refinance
payments than projected added $451,723 to thisitéme. The increases were partly offset by $64,806 to actual caseload being
less than projected. The Department requestshibaivterexpenditure restriction be released in FO®5 See the Schedule 6.

Medicaid Mental Health Community Programs SummaryxEibit CC):

Exhibit CC presents a summary of Medical Servicesriams caseload for Mental Health and capitatigpearlitures itemized by
eligibility category as well as a summary of thstref Mental Health Community Programs. The summefigcts the overall growth
in capitation expenditures from $152,435,998 duftyg04-05 to $179,871,237 for FY 06-07. At the saime, total Mental Health
program expenditures increased from $202,207,07Yi04-05 to $227,269,323 for FY 06-07. Duringtthieme frame, capitation
rose from 75% to 79% of total Medicaid Mental Healtommunity Program expenditures.

The capitation payments include recurring eventsh s the recoupment of payment for clients ladented ineligible for Medicaid,
but not one-time events, such as the impact ofa pear overexpenditure restriction. In this manmecurring events become part
of the capitation base. One-time events are seghpidentified and are not folded into trendedlgs@s by eligibility category. One-
time adjustments not incorporated into trendedtaiph expenditures are listed in Exhibit CC.

One-Time Rate Relief:
If the Department was to request the potential rdaffeof the one-time rate relief in its Requestwibuld appear in Exhibit CC.
However, no adjustment has been made for the diseplpby the Centers for Medicare and Medicaid Bew of the contract
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amendment containing the $3,695,817 one-time rdjigsement. The one-time rate relief stemmed frofay 1, 2004 contract

amendment that increased capitation payments éomibnth of May 2004 only. The Department met with @enters for Medicare

and Medicaid Services staff numerous times reggrttie amendment and informed them that $3,695,&t@iken paid accordingly.
As stated in the letter dated March 3, 2005 from @enters for Medicare and Medicaid Services, thpdtment can expect a
disallowance. However, the Department has not mexdified of any further action. If the Centers fdedicare and Medicaid

Services pursues the disallowance and if only dueral portion is recovered, no change to General Fwill be required. The

Department may pursue other action at the timéeflisallowance. The impact of this item will belafed in the February 15, 2006
Budget Request.

Medical Services Premiums Caseload for FY 06-07 Petign and Historical Per Capita Calculation (ExhibiDD):

One of the strengths of per capita budget methgyalthat it uses the Medicaid caseload in ExtBbitCertain eligibility categories
are excluded from Medicaid mental health care, manf@ualified Medicare Beneficiaries, Special Lowetime Medicare
Beneficiaries and Non-citizens. Otherwise, Memhtahlth caseload ties to the Medicaid caseloadasklsee the Medicaid Caseload
section of the Medical Services Premiums Assumptiamd Calculations for further discussion of cam@lprojections. Please see
Exhibit DD for detailed Mental Health caseload d&gaorted by eligibility category.

Per Capita History and FY 06-07 Budget Projection fivtental Health Capitation Payments (Exhibit EE)

The Department has adopted a “per capita” budgetadetogy that incorporates the Medicaid caseloathfExhibit B and Mental
Health Capitation Program expenditures. Per capéthodology has been used to estimate FY 05-06 eosl to develop the FY 06-
07 Request. Per capita budget methodology is @lz@sed budget tool in that it examines the coskefigible Medicaid client and
multiplies that unit cost by the number of cliertgpected. Historical data presented in Exhibit EEabag FY 02-03 because non-
equivalent data from previous years would not haw&ributed to the understanding of current peitaagpsts. Prior data not only
had a different accounting basis, but reflect déife rates, services, and provider groupings.

The per capita budget methodology is straightforwdtdstorical per capita costs are developed byddig total expenditures by the
Medicaid caseload for Mental Health (Exhibit DD),aach respective fiscal year and eligibility catggdo determine a per capita
cost for each year and eligibility category. Thapnesents an average amount spent on each dienjected per capita costs are then
multiplied by the Mental Health caseload to detewniotal projected expenditures by eligibility aaigy, before adjustments.
Adjustments are made for the estimated recoupnientseligibles, as discussed below. Then, thel fo¢fore adjustments is added
to the adjustments to arrive at total projectedsco®er capita costs following adjustments aretabed projected costs divided by the
Mental Health caseload.

Since the contractual capitated rates with Behalidealth Organizations changed uniformly acrogglelity categories and across
Behavioral Health Organization regions in FY 05-@& per capita costs was increased uniformly acetigibility categories in
Exhibit EE. The 3.25% increase recommended by the Boidget Committee and funded in SB 05-209, actllgrcertified, and
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approved by the Centers for Medicare and Medicaivi€es, was applied to the FY 04-05 actual pertaajpsts. Per capita costs
were then multiplied by the Mental Health caseldad FY 05-06 to determine the projected FY 05-Oenditures before
adjustments. Then, a net adjustment called “RougimiBtes of Recoupments in FY 05-06 for FY 03-04 &iYd04-05 Ineligibles”
(described below) was added. The revised experditwere divided by the Mental Health caseload terdene the projected FY
05-06 per capita costs following adjustments, dssein development of the FY 06-07 Request.

The capitated rates with the Behavioral Health Omgdions need to be actuarially certified and appdo by the Centers for
Medicare and Medicaid Services (CMS), thus the Bepent estimated rate increases that could be mea$p expected to receive
actuarial certification and CMS approval for FY 0B- This is the 2.71% increase applied acrosdigibgity category per capitas in
the FY 06-07 Budget Request.

The growth rate of 2.71% is based on various fotefagors, including the Department’'s trended casalysis, the Medicare
Economic Index from the Centers for Medicare and ikBd Services, and the U.S. Department of LabBudeeau of Labor Statistics
consumer price index for local medical costs. Tlpdtment's trended cost analysis examined trenuatal health cost factors,
including those for State Plan services at Commgunigéntal health centers, non-State Plan servicepa®ved in the Department’s
federal 1915 (b) waiver, Colorado mental healthitui®s, and payments for psychiatric procedureesddh non-community mental
health center providers. When cost factors weteamailable for FY 05-06 or FY 06-07, the Medic&eonomic Index factor from
the Centers for Medicare and Medicaid Services wsed for the appropriate time period. Ultilizinge tBehavioral Health
Organization’s encounter data, weighted values \asseciated with each of the cost factors to detertne overall 2.71% increase.
This percentage was compared to the most recentmafmn available from the U.S. Department of Labdsureau of Labor
Statistics consumer price index for local mediaadts, which indicated that medical costs in thev@emetropolitan area increased
2.5% in the first half of 2005 compared to thetfiralf of 2004 and confirmed the reasonablenesise®.71% increase.

Analysis of the Behavioral Health Organization’scemnter data identified four service areas thavedrBehavioral Health
Organization’s costs. The trended cost analysistbégareviewing annual average rate increases fon e&the four service areas,
namely services provided by community mental heedthters, the Colorado mental health instituteBusblo and Fort Logan, and
non-State Plan services, as well as Medicaid reisgmoent for psychiatric procedure codes. (Behaliblealth Organization
administrative costs were excluded). Then, theyaistleveloped estimates of cost increases orfactstrs for each of these service
areas through FY 06-07, averaged the growth ratedoh, applied a weight to each average grow#h eatd developed a weighted
average growth rate of 2.71% for FY 06-07.

The first cost factor was community mental healthteecosts. Historically, the average change tiesréor community mental health
centers has changed dramatically each year. Fampgbe, rates declined by 7% in FY 02-03, incredsgd 7% in FY 03-04, and
declined by 12% in FY 04-05. The rate setting pssc®r FY 05-06 rates for the community mental theaknters produced an
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average rate increase of 17%, which was basede®B¢havioral Health Organization’s encounter dathe Medicare Economic
Index was used to project the FY 06-07 growth cét2.2%. The average change in rates from FY 0figigh FY 06-07 was 4%.

The second cost factor was rate increases for thewdlim mental health institutes at Pueblo and Eogan. Historically, the average
increase in rates has slowed, but not stopped0Z83 saw rate increases of 16%, followed by 9%MYr03-04, and 2% in FY 04-05.
The Medicare Economic Index was used to estimat&Y¥h@5-06 increase of 2.7% and the FY 06-07 incredse2%. Overall, this

resulted in an average increase in rates of 6%.

The third cost factor was the cost of non-State Bé&awices. Costs per Medicaid-eligible client dead 3.23% during FY 03-04, the
first year for which information was available, arenained constant during FY 04-05. However, aosteases approximating the
Medicare Economic Index were projected for FY 05206 FY 06-07, at 2.7% and 2.2%, respectively. Dh@ight the average
change in costs to 0.4% per year.

The fourth cost factor was Medicaid reimbursementpiychiatric procedure codes. These codes aral lms¢éhe Medicaid Fee
Schedule and are not expected to be affected b3fthprimary care provider rate increase.

After an average change in rates was develope@doh of the cost factors illustrated above, a wevwghs applied to each one,
leading to the weighted average growth rate of @.#dr FY 06-07. The weights were developed fromlysia utilizing the
Behavioral Health Organization’s encounter data.om@unity mental health centers represented 59% oof-agministrative
Behavioral Health Organization costs, mental heakkitutes were 8.12%, non-State Plan servicesived a weight of 17.88%, and
other State Plan services (for psychiatric procediades) were 14.99%. Applying actuarially basedcples, growth rates and
service category weights were combined. The suthesie factors was the 2.71% growth rate for FY D6-0

A net adjustment for FY 06-07 recoupments of FYOB5neligibles was applied, leading to the FY 06R&tuest of $179,871,237.

Significant one-time events are not included imded expenditures or per capita costs becauseatieeyot believed to persist into
the future. Page FEE-3 within Exhibit EE presents ameiliation between total expenditures reportecExhibit AA and the
adjusted expenditures used for analytical purposEesr example, payments related to the Goebelesattht were included in
capitation expenditures through FY 02-03; consetiye$il2,157,186 was subtracted from total FY 02e@Pitation payments for
comparative purposes. The following two adjustmevise needed for FY 03-04 capitation expenditurBsst, the one-time rate
relief payment that was identified as $3,660,985Y03-04 data was subtracted; then, the $3,01106§8Fexpenditure from FY 02-
03 was subtracted. Next, one adjustment was n@ée t04-05 capitation expenditures to reverse atone recoupment totaling
$448,858. Finally, one adjustment was made forOBY06 capitation expenditures to subtract the 3 8L overexpenditure from
FY 04-05 that was included in the FY 04-05 actuqlenditures.
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Mental Health Recoupment of Payments Made for Clisftound to be Ineligible for Medicaid (Exhibit FF)

Capitation payments are made on a monthly basmuginout the year in the Medicaid Management InfeionaSystem. When
clients are determined to be eligible for beneféggoactively, retroactive capitation payments ar&de to the Behavioral Health
Organizations through the Medicaid Management infdion System. When clients are determined tonkégible for Medicaid
benefits retroactively, a recoupment of the cajpitapayments is done separately. Because thisipgeent is a recurring process, it
is regarded as part of the capitation base foryéinal purposes. Exhibit FF summarizes the expefised! impacts.

The Department is tightening the process to recapgation payments made for clients later deterohioebe ineligible for Medicaid
benefits (recoupments for ineligibles). Prior t6 65-06, the recoupment process was done oncerawgh a two-year lag. For
example, during FY 04-05, the Department recoup®d 38,775 in capitation payments made for retrgaltiineligible clients
during FY 02-03. Implementation of biannual recoigmts with a one-year lag will shorten the timedooup capitation payments
made for retroactively ineligible clients. DurikgY 05-06 implementation, two years of recoupmeiats ifieligibles are to be
processed. During the first half of FY 05-06, hepartment plans to conduct its final annual recoemt on the two-year lag, for
payments made during FY 03-04, and to recoup paismaade during the first half of FY 04-05. Durithge second half of FY 05-
06, the Department expects to recoup payments ohateg the second half of FY 04-05.

The Department has also worked to reduce the pagnemhe Behavioral Health Organizations for ckelater deemed ineligible for
Medicaid. Historically, monthly capitation paymsnivere made on a prospective basis. During Fepr2@d4, the Department
converted to concurrent capitation payments. F¥0B4vas the first full year on a concurrent basitsmonthly capitation payments.
Recoupments made during FY 05-06 will see the impaconcurrent capitation payments; the amountnohey the Department
recoups is expected to drop significantly from plast.

The figures presented in Exhibit FF reflect the rgroent process. The Department’s rough estimatero®3-06 recoupments of
payments made during FY 03-04, when concurrenttatagm payments were being implemented, is $2,Z8D,0The Department’s
rough estimate of FY 05-06 recoupments of paymemase during FY 04-05, when concurrent capitatiognpents were made
throughout the year, drops incrementally to $1,600, The Department’s rough estimate of recoupmarnf’ 06-07 for payments
made during FY 05-06 remains level at $1,600,000.

Tobacco Tax Impacts on _General Fund, Cash Funds, aRdderal Funds Match Calculations for Medicaid MenlttaHealth
Community Programs (Exhibit GG):

As mentioned above, HB 05-1262, known as the Tob&ecobill, established two funds that provide caf@ti mental health funding
to an increased population of Medicaid clients. Tinas are the Health Care Expansion Fund and tlssaflen, Prevention, and
Detection Fund. Exhibit GG presents projected caskhnd costs itemized by eligibility category otwven pages, one for the FY 05-
06 Estimate and another for the FY 06-07 Requestthé FY 06-07 Request, the Health Care Expansiow l[extends Medicaid
capitated mental health benefits to 478 disablézhtd through the removal of the waiting list foorHe and Community Based
Services and 49 additional clients through the neahof the waiting list for Children’s Extensive Sugat waiver program. For FY
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06-07 the Health Care Expansion Fund also incltldesemoval of the asset test, adding 5,849 Catadlyr Eligible Low-Income
adults and 24,371 children; resumption of preswepdligibility for participants in the Baby Caredgram — Adults adding 1,549
clients; expansion of parents’ eligibility to 60% the federal poverty level adding 4,886 adults],aBhildren’s Basic Health Plan
marketing efforts paid by the Fund adding 2,402dceh to Medicaid. It is projected that the cosadding these 39,584 total clients
will be $7,025,915, as indicated in the exhibitdditionally, the Cessation, Prevention, and Detectund will provide additional
cancer screening efforts, which are projected sniltan an additional 116 participants in the Btemsd Cervical Cancer Program
during FY 06-07, at a cost of $17,724 for theiritatpd mental health benefits. Altogether, the damp Tax is expected to provide
capitated mental health benefits to a total of 39,@lients during FY 06-07, at a total cost of #B8®39. Exhibit GG also develops
the fund splits that are carried forward to ExhiB.

Medicaid Mental Health Fee for Service Payments (Bl HH):
Development of the FY 06-07 Request for Mental He&lkee-for-Service Payments is presented in Exhibif as discussed in the
following section (B) Other Medicaid Mental HeaRlayments of this document.

Global Reasonableness Test for Mental Health CapdatPayments (Exhibit I1):

The Global Reasonableness Test presented in Exhitmimpares the percent change between Mental Healikation expenditures
as reported in Exhibit EE. The exhibit indicates thatFY 05-06 appropriation is 10.49% higher thanY05 actual expenditures.
Actual caseload was lower than the projections tichvthe FY 05-06 appropriation was built. The eantrFY 05-06 estimate
incorporates reduced caseload projections andtsasuhn 8.32% increase over FY 04-05 actual expened. The FY 06-07 Request
is built upon the FY 05-06 estimate and the curregduced caseload projections, resulting in a%.@&rease over the FY 05-06
estimate.

Comparison of FY 06-07 Base Request to FY 05-06 rppiation:
A comparison of the FY 06-07 Base Request and 1h@3-06 appropriation for Mental Health CapitatiBayments is necessary to
explain the difference on the Schedule 6.

The FY 05-06 appropriation of $165,044,919 include3J629,792 for caseload projections and a 3.25%afds/ing increase for the
Behavioral Health Organizations. It also inclugedvisions to recoup for FY 03-04 ineligibles, @ 0€$881,775, and to restore the
one-time Institution Payment Disallowance in theoant of $474,546. When added to the $150,058,p6opriated for FY 04-05,
this explains the $165,044,919 appropriated in S2@9. HB 05-1262 Tobacco Tax added $3,871,047i®%-06 to increase the
current total FY 05-06 appropriation to $168,915,96

The FY 06-07 Base Request of $171,378,473 repretentsY 05-06 appropriation of $168,915,966 (SB20S-Long Bill + HB 05-
1262 Tobacco Tax), annualized by $2,462,507 for th&®&-07 impact of HB 05-1262. Of the $2,462,50prapriation, the Health
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Care Expansion Fund contributes $1,769,758 for amld$684,860 for adults, and $4,419 for the deshlibr a total of $2,459,037.
In addition, the Cessation, Prevention, and Dedadtiund contributes $3,470 for the expansion ofical cancer screenings.

In terms of caseload, 410,171 clients were incluideithe FY 05-06 Long Bill. 24,120 clients weredad in FY 05-06 and 18,996
additional clients in FY 06-07 due to HB 05-126khus, the total number of clients grew to 453,28theBase Request.

Please see the following tables that reconcilbeddepartment’s FY 06-07 Request.

Medicaid Mental Health Capitation Payments Appropriation

Legislation Description FY 04-05 FY 05-06 FY 05-06 FY 06-07
9 P Appropriation Appropriation Estimate Request

Base $145,441,193  $150,058,806 $168,915,966$167,984,978

SB 03-282 Tobacco |10, Settlement (one-time

Litigation Settlement funding reversed in FY 04-05) ($1,000,000 $0 $0 $0

Cash Fund
Rate Relief for Behavioral Health

gE’ O?e-rlnseznc')[al Organizations (one-time funding ($3,695,817 $0 $0 $0

PP reversed in FY 04-05)

HB 04-1320 FY 02-03 Overexpenditure (one-time

Supplemental funding reversed in FY 04-05) ($3,011,685 $0 $0 $0
FY 01-02 Recoupment of Over

gE’ O?e-rlnseznc')[al Payments (one-time recoupment $3,775,623 $0 $0 $0

PP reversed in FY 04-05)

FY 04-05 Long Bill : .

HB 04-1422 Forensics Carve-out Adjustments ($928) $0 $0 $0

FY 04-05 Long Bill . .

HB 04-1422 Adjustment for Caseload Projection $3,857,550 $0 $0 $0

. Incremental Increase for Alternatives

EE %i(iizl‘;ng Bill to Inpatient Hospitalization at the $355,511 $0 $0 $0

Mental Health Institute at Fort Logan
. Incremental Increase for Alternatives

E\é %i(iizl‘;ng Bil to Inpatient Hospitalization at the $13,272 $0 $0 $0
Mental Health Institute at Pueblo

FY 04-05 Long Bill  |Incremental Increase for Alternatives a

HB 04-1422 to the Fort Logan Aftercare Program $4,959 $0 $0 %0

FY 04-05 Long Bill Adjustment for Caseload Projecti $7,979,19¢7 $0 $0 $0
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L egislation Descriotion FY 04-05 FY 05-06 FY 05-06 FY 06-07
9 P Appropriation Appropriation Estimate Request
Add-On SB 05-209
FY 05-06 Long Bill SBAdjustment for Caseload Projectiorn 8
05-209 sand 3.25% Rate Increase $0 $13,629,792 $0 $0
Subsequent Adjustments for Caselpad 5
Projections and 2.71% Rate Increase %0 $0 ($1,556,033) 38,688,712
FY 04-05 Long Bill  |Revised Breast and Cervical Cancer $0 $0
Add-On SB 05-209 |Patients Amount ($53,748 $0
FY 05-06 Long Bill SBFY 02-03 Recoupments for Ineligible it
05-209 Clients ($3,131,775 $3,131,77% $0 $0
FY 05-06 Long Bill SBROUGH Estimate of FY 03-04
05-209 Recoupments for Ineligible Clients $0 ($2,250,000 $0  $2,250,000
ROUGH Estimate of FY 04-05/05-06
Recoupments for Ineligible Clients $0 $0 ($1,600,000 $0
FY 04-05 Overexpenditure restriction $0 $0 $2,382,301 ($2,382,301
HB 05-1262 Tobacco |Incremental Increase from Health
)
Tax Care Expansion Fund $0 $3,858,412 ($158,047) $3,325,550
HB 05-1262 Tobacco |Incremental Increase from Cessation,
Tax Prevention, and Detection Fund %0 $12,635 $791 $4,298
FY 04-05 Long Bill Recoupment of Institution Payment
Add-On SB 05-209 |Disallowance ($474,546 $0 $0 $0
FY 05-06 Long Bill SBRestore One-time Institution Payment .
05-209 Disallowance $0 $474,548 $0 $0
Final Request $150,058,808 $168,915,96p $167,984,9785179,871,23F
Appropriation Funding Splits for All Lines Included in Capitation Payments for FY 05-06
Bill Total Eunds General Cash Funds| Federal
Fund Exempt Funds
FY 05-06 | Long Bill SB 05-209 $165,044,919 $82,514,992 $4,021| $82,525,906
FY 05-06 Impact of HB 05-1262 Health Care Expansion $3,858,412 $0| $1,929,208 $1,929,204

“The FY 04-05 Appropriation column, $150,058,806,ag Capitation Base Payments for 405,200 Estinfdesticaid Eligible Clients ($146,964,225), Mentataith Services for Breast and Cervical
Cancer Patients ($17,427), Mental Health InstiRé¢e Refinance Adjustment ($1,130,950), Alternatiteelnpatient Hospitalization at the Mental Heaitktitute at Pueblo ($852,311), Alternatives to
Inpatient Hospitalization at the Mental Health itge at Fort Logan ($783,191), and Alternativesh® Fort Logan Aftercare Program ($310,702). SE09 incorporated funding for all of these lines

into the Capitation Base Payment line item.
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. General Cash Funds| Federal
Bill Total Funds Fund Exempt Funds

Fund

FY 05-06 Impact of HB 05-1262 Cessation, Prevention

& Detection Fund $12,635 $0 $4,422 $8,213
FY 05-06 | Final Appropriation (Long Bill plus Specid Bills) $168,915,966 $82,514,992 $1,937,651] $84,463,323

Caseload Adjustment ($1,556,033) ($776,736) ($692)| ($778,605)

ROUGH Estimate of FY 04-05 Recoupment for

Ineligible Clients in EY 05-06 ($1,600,000 ($800,000) $0| ($800,000)

FY 04-05 Overexpenditure restriction $2,382,301 $1,191,151] $0| $1,191,150

HB 05-1262 Incremental Increase from Health Gare

Expansion Fund ($158,047) $0 ($79,023) ($79,024)

HB 05-1262 Incremental Increase from Cessation,

Prevention, & Detection Fund $791 $0 $217 $514
FY 05-06 | Estimate $167,984,978 $82,129,407 $1,858,213 $83,997,358

Adjustment for Caseload and Rates $8,688,712$4,340,040 $1,808] $4,346,864

Fund Split Change in Breast and Cervical Cancer

Patients for FY 06-07 $0 $2,011 ($2,011) $0

FY 03-04 Recoupment for Ineligible Clients in FY-06

(one-time recoupment reversed in FY 06-07) $2,250,000  $1,125,000 $0]  $1,125,000

FY 04-05 Overexpenditure restriction removal ($2,381)| ($1,191,150 $0| ($1,191,151

HB 05-_1262 Incremental Increase from Health Gare $3,325.550 $0| $1.662.775 $1.662.775

Expansion Fund

HB 05-1262 Incremental Increase from Cessation,

Prevention and Detection Fund $4,298 $0 $1,504 $2,794
FY 06-07 | Request $179,871,237 $86,405,308 $3,522,289 $89,943,640

(B) OTHER MEDICAID MENTAL HEALTH PAYMENTS

Medicaid Mental Health Fee for Service Payments (B HH):

The Medicaid Mental Health Fee for Service Paymapfgopriation allows Medicaid clients not enrolladhe capitation program to

receive mental health services.

Providers mustjuzmified Medicaid-enrolled providers, includingtboot limited to, hospitals,

psychiatrists, psychologists, primary care physisjand mental health centers. The State also ves®b the providers through fee-
for-service if either the diagnosis or the procedagrnot in the capitation program.
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History and Background Information

The nature of Medicaid Mental Health Fee for Senkayments has changed in recent years. Prior tQZ¥3, fee-for-service
payments were included in the Medicaid Mental He@lapitation Base appropriation. During FY 02-€8se management services,
provided by community mental health centers, waotuded in the Mental Health Fee for Service Paymsappropriation. During
FY 03-04, case management services were providesingle Entry Point agencies and were still parthef Mental Health Fee for
Service Payments appropriation, but they movedhe¢oMedical Services Premiums appropriation in FYOB4 Also during FY 04-
05, fee-for-service mental health care for develeptally disabled clients living in Regional Centevas transferred from the
Department of Human Services to the Mental Heaklk for Service Payments appropriation. The chatmesse management
services and mental health care for developmendahbled clients are discussed below.

Historically, community mental health centers pded case management services to the Home and CatyrBased Services for
the Mentally Il waiver clients on a fee-for-sergibasis. Effective July 1, 2003, the Departmenabagilizing contracted Single
Entry Point agencies for these services insteatieoMental Health Centers. Funding for these caaeagement services remained
in the fee-for-service payments appropriation f¥r @3-04. However, since Single Entry Point consamte customarily paid from
the Medical Services Premiums, the Department igqdehat these services be transferred to thedde8ervices Premiums Long
Bill group. SB 05-112 moved Single Entry Point casnagement from the Mental Health Fee for Servimgments line item to the
Medical Services Premiums line item in FY 04-03%s thas done effective July 1, 2004.

SB 05-112 also authorized the transfer of Fee &wiSe mental health care for developmentally desdlelients living in Regional

Centers from the Department of Human Services. fdtiswed a 1331 Emergency Supplemental submitte@eptember 3, 2004
and approved by the Joint Budget Committee on &dme 21, 2004 for the transfer of funds from th@&rément of Human Services
for Developmental Disability State Plan servicdshis action funded State Plan services providediémts in the Developmentally
Disabled waiver for Home and Community Based Sesv&s required by the federal Centers for MediaaceMedicaid Services and
was made effective October 1, 2004. The DepartmdfY 05-06 Estimate incorporates an annualizatiomhisf appropriation.

$122,496 for the last three quarters of FY 04-Q&déid by three equals the $40,832 added to anrudilez appropriation in FY 05-06.

The Mental Health Fee for Service Payments apprigmiavas overexpended in FY 04-05 by $158,007. Dbpartment asks that
the overexpenditure restriction be released in BY6. See the Schedule 6.

The FY 06-07 Request is based on FY 04-05 actuarekjures, increased by the growth in Mental Headtbeload of 8.29% in FY
05-06 and 7.57% in FY 06-07. No rate or utilizatiacreases are forecast. The Department’s requasimentally grows the Base
Request shown in Column 5 of the Schedule 6, whaphesents funds appropriated for FY 05-06 in theunt of $1,209,823, by a
total of $422,753 due to caseload growth to reathl Y 06-07 projected expenditures of $1,632,ff6Mental Health Fee for
Service Payments.
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Please see the following tables that reconcildécepartment’s FY 06-07 Request.

Medicaid Mental Health Fee for Service Payments

Leaislation Descriotion FY 04-05 FY 05-06 FY 05-06 | FY 06-07
9 P Appropriation |Appropriation | Estimate | Request

HB 04-1422 Base $2,827,380  $1,221,5783%$1,209,823 $1,675,714

SB 05-112 HCBS-MI SEP Case Management to Medical

Supplemental Services Premiums ($1,780,300 $0 $0 $0

SB 05-112 HCBS-DD Waiver from Department of

Supplemental Human Services: FY 04-05 Impact (last 3 $122,496 $0 $0 $0

P guarters of FY 04-05)

FY 04-05 Long Bill [HCBS-MI SEP Case Management to Medical

Add-On SB 05-209|Services Premiums ($82,627 %0 $0 %0

FY 04-05 Long Bill |[FY 04-05 Increase in Mental Health Fee for

Add-On SB 05-209|Service (caseload) $11,00 $0 $0 $0

FY 04-05 Long Bill |[FY 04-05 Increase in Community Mental

Add-On SB 05-209|Health Centers (caseload) $1,128 $0 $0 $0

FY 04-05 Long Bill [ HCBS-DD Waiver: FY 04-05 Impact (one- .

Add-On SB 05-209|time duplicate) $122,49% ($122,496 $0 $0

FY 05-06 Long BiIll N L §

SB 05-209 HCBS-DD Waiver: FY 05-06 Annualization 50 $40,832 $0 $0

FY 05-06 Long Bill |[FY 05-06 Increase in Mental Health Fee for

SB 05-209 Service (caseload) $0 $41,89% $0 $0

FY 05-06 Long Bill |[FY 05-06 Increase in Community Mental

SB 05-209 Health Centers (caseload) $0 $4,294 $0 $0

FY 05-06 Long Bill 0 . 4

SB 05-209 FY 05-06 2% Provider Increase $0 $23,722 $0 $0
FY 04-05 Overexpenditure 0] $0| $158,007 ($158,007
FY 05-06 Impact of caseload growth beyond
EY 04-05 Actuals $0 $0| $307,884 $0
FY 06-07 Impact of caseload growth beyond d
EY 05-06 Estimate $0 $0 $0| $114,869
Final Appropriation/Request (matches ) ) ) L
Schedule 6) $1,221,578  $1,209,828%$1,675,714 $1,632,576
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Appropriation Funding Splits

. General Cash Funds| Federal
Bill Total Funds Fund Exempt Funds

FY 04-05 HB 04-1422 Long Bill $2,827,380 $1,413,690 $0| $1,413,69(Q

HCBS-MI SEP Case Management transferred ta

Medical Service Premiums ($1,780,300 ($890,150) $0| ($890,150)

HCBS-DD Waiver transferred from the Department

of Human Services for last three quarters of FY 04- $122,496 $61,248 $0 $61,248

05 in SB 05-112

HCBS-DD Waiver transferred from the Department

of Human Services for last three quarters of FY 04- $122,496 $61,248 $0 $61,248

05 in FY 04-05 Long Bill Add-On SB 05-209

HCBS-MI SEP Case Management to Medical

Services Premiums ($82,627) ($41,313) $0 ($41,314)

FY 04-05 Increase in Mental Health Fee for Seryice $11.000 $5.500 $0 $5.500

(caseload)

FY 04-05 Increase in Community Mental Health

Centers (caseload) $1,128 $564 $0 $564
FY 04-05 Final Appropriation $1,221,573 $610,787 $0 $610,786
FY 05-06 Reverse one-time duplicate funding ($428) ($61,248) $0 ($61,248)

Annualization of HCBS-DD Waiver $40,832 $20,416 $0 $20,416

FY 05-06 Increase in Mental Health Fee for Seryice $41.898 $20,949 $0 $20,949

(caseload)

FY 05-06 Increase in Community Mental Health

Centers (caseload) $4,294 $2,147 $0 $2,147

2% Provider Increase $23,722 $11,861 $0 $11,861
FY 05-06 Final Appropriation $1,209,823 $604,912 $0 $604,911

FY 04-05 Overexpenditure $158,007 $79,003 $0 $79,004

FY 05-06 Impact of caseload growth beyond FY

04-05 Actuals $307,884 $153,942 $0 $153,942
FY 05-06 Estimate $1,675,714 $837,857 $0 $837,857

FY 04-05 Overexpenditure Removal ($158,007) ($79,003) $0 ($79,004)

FY 06-07 Impact of caseload growth beyond FY $264 $57,434 $0 $57,435
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. General Cash Funds| Federal
Bill Total Funds Fund Exempt Funds
05-06 Estimate
FY 06-07 Request $1,632,576 $816,288 $0 $816,288

Mental Health Child Placement Agency (Exhibits BB-GC

This line is included in the Other Medicaid Mentat¢dith Payments appropriation section within thed-&ill for informational
purposes only. This program has been a collaberagifort between participating Colorado countiesl &ehavioral Health
Organizations to provide mental health servicesfdster children placed through Child Placementgges. Based on county and
Behavioral Health Organization agreements, someeaéfund block grant monies were used to drawrédéedicaid funding.

Effective December 1, 2004, Medicaid payments foildCRlacement Agencies were discontinued uponuestin from the Centers
for Medicare and Medicaid Services. It was detagdithat the supplemental payments were not all@isbce the payments were
not a part of the actuarially certified capitateteras specified in 42 CFR 438.6(c) and that thacgs might have been considered
non-Medicaid services under 42 CFR 435.1002(c). G&eters for Medicare and Medicaid Services alsstoned the authority of
the Colorado Medicaid Community Mental Health Sesgi Program Section 1915(b) waiver to cover themgmpnts. The
Department is working with Behavioral Health Orgaations, Colorado counties, the Department of HuBevices, and the Centers
for Medicare and Medicaid Services on resolutiothiese matters. Upon resolution, the Departmedittia@ Department of Human
Services plan to coordinate the submission of dmynge Request necessary to adjust the appropriation

Funding has been through the Department of Headtte ®olicy and Financing in the Department of HurBanvices Medicaid-
Funded Programs Long Bill group. The Requests #%r0b-06 and 06-07 were provided by the Departmdrtiaman Services.
Please see that Department’s Budget Request iGliié Welfare Services Long Bill line item undeetbDivision of Child Welfare
for more information.

Mental Health Anti-Psychotic Pharmaceuticals (ExhilsitBB-CC):

This line is also included in the Other Medicaid M&ériHealth Payments appropriation section withia ttlong Bill for informational
purposes only. Original funding is in the Medi&arvices Premiums Long Bill group of the Departrigehtidget. For calculations
of the requested amount, see Calculation of Angelpstic Drugs under the Medical Services Premiuetsien (Exhibit F). Through
implementation of the Medicare Modernization Atk ttost to the State of Colorado of providing priesion drugs, including anti-
psychotic medications, is expected to decline.
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(4) INDIGENT CARE PROGRAM

The Indigent Care Program Long Bill group considtsttte Colorado Indigent Care Program, the ChiltrdBasic Health Plan, the
Primary Care Fund and the Comprehensive PrimaryPaadentive Care Fund. These programs are designserve Colorado’s
underinsured and uninsured population. A desonptf each program, along with budget history drelRY 06-07 funding request
amounts, are presented separately in this document.

Colorado Indigent Care Program DescriptionThe Colorado Indigent Care Program provides dioe¢hdirect funding to hospitals
and clinics that have uncompensated costs frortirigeanderinsured or uninsured Coloradoans. ribisan insurance program, nor is
it an entittement program. As of FY 05-06, thegyeon consists of three line items: Safety-Net RteviPayments, The Children’s
Hospital Clinic Based Indigent Care and Pediatrijgec@alty Hospital. These line items allow providdos receive partial
compensation for uncompensated costs associatbdsentices rendered to uninsured or underinsurgdrioome residents who are
not eligible for Medicaid or the Children’s Basie#lth Plan. Clients can have third party insuraeg this resource must be
exhausted before any uncompensated costs cambleursied.

Established by the "Reform Act for the ProvisionH&alth Care for the Medically Indigent” in 1983istiprogram was created as a
partial solution to the health care needs of Caloimindigent citizens. To the extent of availabjpgropriations, the providers serve
Colorado residents with income at or below 185%heffederal poverty level ($35,797.50 for a fanaifyfour in 2005). The program
directly contracts with hospitals and community Itfealinics. Providers are statutorily requiredporitize care in the following
order: 1) emergency care for the entire year; Bjtewhal medical care for those conditions deteedito be the most serious threat to
the health of indigent persons; and 3) any othedica¢ care. Providers are required to provide itm-aligibility and copayment
determination. To determine eligibility, providexssign a ranking to clients based on their incontkassets. Almost all clients are
required to pay a minimal copayment, which variesoading to services received and client rankiRgesently, copayments may not
exceed 10% of the family’s income for any ranking.

The majority of the program is funded with two typ#dederal funds: Disproportionate Share Hosgitalds and Medicare Upper
Payment Limit funds. Disproportionate Share Hadiinds are paid to qualifying hospitals that aligible for federal matching
funds at the same Medicaid rate paid for servioelédicaid clients. Upper Payment Limit funds aadculated by estimating the
amount Medicare would have reimbursed hospital ideyg for providing Medicaid inpatient services. eTatate uses both General
Fund and Cash Funds Exempt to draw down thesediefilgrds. Publicly-owned entities use Cash Fundsnipt to draw down the
federal funds. This is accomplished by the cedifan of public expenditures, which are designaasdCash Funds Exempt.
Therefore, public entities receive cash payments flioe State consisting entirely of federal fund&ivate entities may not certify
expenditures, so the State must appropriate Gekraral dollars to draw down the federal funds. Angvider who participates in
the program is qualified to receive funding frone thisproportionate Share Hospital Allotment and hMhedicare Upper Payment
Limit. See the line item “Safety-Net Provider Pagnts” for more detail about funding mechanisms.

Page M-176



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND MIEMNG; FY 06-07 BUDGET REQUEST,; ASSUMPTIONS AND@AIATIONS

The introduction of the federal Balanced Budget éfc1997 established declining limits of the amoahfederal funds available to
states for Disproportionate Share Hospital paymentshough these limits were established for estate starting in federal fiscal
year (FFY) 1998 based on their previous levelsaynpents, their impact was not truly felt until FRg03. Under this Act, federal
fund limits for Colorado were set at the followirfgfrY 1998: $93 million, FFY 1999: $85 million, FF2000: $79 million, and FFY
2001 and beyond: $74 million, with limits adjustepward by a cost of living factor each year aftélyF2002. However, federal
legislation enacted in December 2000 maintained-t#¢ 2000 allotment of $79 million for FFYs 2001daR002 plus increases tied
to the Consumer Price Index for all Urban Consunfersthose years. The new allotments for FFY 200d &FY 2002 were
$81,765,000 and $83,890,890, respectively. Begmim FFY 2003, the Disproportionate Share Hosgtayment limit reverted
back to the Balanced Budget Act of 1997 legislatiwat indicated that Colorado’s allotment wouldresg back to $74 million, plus
an inflationary increase. This increase, determineoe 1.5% for FFY 2003, resulted in a final Degportionate Share Payment Cap
of $75,110,000.

In late 2003, the Medicare Prescription Drug, Inveraent, and Modernization Act was passed. Embedddus legislation was
further fiscal relief for disproportionate sharespitals beginning in FFY 2004. From FFY 03-04 tBYFO08-09, the State
Disproportionate Share Hospital annual limit is webe $87,127,600 (or 16% growth over the FFY 200proportionate Share
Payment Cap).

As required by HB 04-1438, the Department must neakalable in the Budget Request the number of Bhedieligible inpatient
days and the total number of inpatient days by igerveach year. For FY 04-05, this data can bedan Exhibit K, Page EK-5 of
Volume I.

SAFETY-NET PROVIDER PAYMENTS

With primary goals of creating a more simplifiedssggm for Department staff and providers to comprdh@nd maximizing the
amount of federal funds while minimizing GeneralnBudollars, the Safety-Net Provider Payments lieeniwas added to the
Indigent Care Program Long Bill group in SB 03-28@&yting in FY 03-04.

Decision Item #6 from the November 1, 2002 Budgeqiest consolidated the following line items irite hew Safety-Net Provider
Payments line item: Denver Indigent Care Programyéisity Hospital Indigent Care Program, Out-Stiswgigent Care Program,
Disproportionate Share Payments to Hospitals ardd®mponent 1 Disproportionate Share Payments spiktéds. The primary goal
in combining the line items was to create a monepsified system that could be more readily undexdtby Department staff, the
General Assembly and providers. Another goal imloiming the line items was to create a systemdisitibuted the available funds
in a more equitable manner. With these added eff@es, a more simplified payment system was aediend overall payments to
qualified providers who serve low income individuiaicreased.
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Additionally, Decision Item #6 incorporated a newvahcing methodology into the Safety-Net Providayients line item. The
Safety-Net Provider Payments line item is compasietbur types of payments: Low-Income, Bad DebtglidVolume, and Low-
Income Shortfall. A summary of the financial modeprovided in the following matrix.

Payment Type

Low-Income Payment: Payable to Colorad
Indigent Care Program eligible providers, t
payment is an allocation of the availal
Disproportionate Share Hospital federal fur
limit imposed by federal law.

Bad Debt Payment: Payable to Colorad
Indigent Care Program eligible providers, t
payment is an allocation of availab
Disproportionate Share Hospital func
These funds are contingent upon remain
Disproportionate Share Hospital federal fur
available under the Ilimit following th
distribution of the Low-Income Payment.

High-Volume Payment: Payable tg
Colorado Indigent Care Program eligil
providers, this payment is an allocation of
available Upper Payment Limit for inpatie
hospital services remaining for certificati
of public expenditure.

Low-Income Shortfall Payment: Payable to

medical facilities that provide services to

Public Hospitals Private Hospitals
pThe State share of payments to public hospjtdlse State share of payments|to
nis from the certification of uncompensated caospsivate hospitals is General
plecurred from providing medical services to lowund. The federal share pf
discome, uninsured, and under-insured Coloragayments IS from
residents and is represented as Cash Fubiksproportionate Share

Exempt in the Long Bill. The federal share|dflospital federal funds.
payments is from Disproportionate Share

Hospital federal funds.

D The State share of payments to public hospjtédlsy payments to qualified
his from the certification of uncompensated bautivate hospital is through
lelebt costs incurred from providing medicdbenver Health Medical Center
Iservices to low income, uninsured, and undexnd University Hospital, who
imgsured Colorado residents and is represented/aiuntarily distribute a portion
\dee Long Bill as Cash Funds Exempt. Thaf the funding to other qualified
efederal share of payments is frgmproviders to maintain equality

Disproportionate Share Hospital federal fun between providers.

The payment is only available to Denver Health

Medical Center and University Hospital, who
voluntarily distribute a portion of the funding to
other qualified providers to maintain equaljty

between providers.

The State share of payments to public hospjtdlse State share of payments|to
les from the certification of uncompensated caogtsivate hospitals is General
hHacurred from providing medical services [tbund. The federal share is frgm
nMedicaid clients and is represented in the Lotige current federal Medicaid
oiBill as Cash Funds Exempt. The federal shar&atching rate for Colorado.

is from the current federal Medicaid matching

rate for Colorado.

The State share of payments to public hospjtdlse State share of payments|to

B General Fund. The federal share is from|thavate hospitals is General
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Payment Type Public Hospitals Private Hospitals
large number of Medicaid and low incomeurrent federal Medicaid matching rate tdfund. The federal share is frgm
underinsured patients, but they do n&olorado. the current federal Medicaid
participate in the Colorado Indigent Care matching rate for Colorado.

Program. This payment is an allocation| of
Disproportionate Share Hospital funds
available for qualified providers.

Under the distribution model, the four separatenpayt calculations (Low-Income payments, Bad Delynpents, High-Volume
payments, and Low-Income Shortfall payments) asglue determine funding available for reimbursenwntosts associated with
the treatment of the indigent population. Per fali{e funded program requirements, monies providgdiederal match must be
allocated as either Disproportionate Share HospitaUpper Payment Limit for inpatient hospital sees funds. Both of these
allocation types have limits that restrict the amtoof federal match available, and therefore diyeaffect the amount of General
Fund necessary to maintain the program.

Under the Disproportionate Share Hospital paymehes total federal amount available for FY 05-06 &Y 06-07 for the State to
utilize is $87,127,600. The federal limit is a jeiion based on information in the Medicare Drmgprovement, and Modernization
Act of 2003. Payments of this type include Lowdne and Low-Income Shortfall payments, with anyitaithl federal funds
available at fiscal year end to be distributed Baid Debt payment to providers who treat indigdients.

The Upper Payment Limit for inpatient hospital seed, however, is determined on a hospital-by-hakpdsis. Thus, the amount of
funds available for federal match is limited tofeliént amounts between providers and is not deteruinby a set figure for the entire
program. The distribution of the Upper Payment Lifor inpatient hospital services is called a H@gblume payment.

In May of 2003, the federal government increasedfélleral share of Medicaid (the Federal Medicaigtance Percentage, FMAP)
expenditures by 2.95% for the fourth quarter of #¢03 and all of FY 03-04. Only a portion of thaf&y-Net Provider Payments
line item, the University Hospital Indigent Careofram payments and High Volume Payments transfetoegroviders as
reimbursement for Colorado Indigent Care Programises were eligible for this enhancement. Theaeased FMAP was budget
neutral to the total fund appropriation. This atijusnt was automatic with the application of the “Rfovision so an official
appropriation was not made. These adjustmentsharersin the Schedule 3.

In FY 04-05, the Department requested continuatiming of $255,976,646. The Joint Budget Commitemmmended, and the
General Assembly approved, a 25% reduction in Gértarnd for this line item of $3,144,162, or $6,288} in total funds. The
Joint Budget Committee also recommended, and theei@e Assembly approved, increased funding for Ugpeyment Limit for

inpatient hospital services financing for expensesurred in FY 03-04 and 04-05 at $8,731,182 an8%%702 respectively. The
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final appropriation for FY 04-05 was $264,013,26&oatal funds, consisting of $9,432,484 in Gené&wahd, $122,574,119 in Cash

Funds Exempt, and $132,006,603 in federal funds.

In FY 05-06, the Department requested continudtioiling of $249,688,322. The one-time payment o7 $8,182 related to Upper
Payment Limit was removed. HB 05-1349 (Fundindghef Colorado Indigent Care Program) added $6,288B@ugh the transfer
of interest within the Controlled Maintenance Trésind for the purpose of restoring FY 04-05 cutsGeneral Fund. The final

appropriation for FY 05-06 was $261,570,348 inltbiads, consisting of $12,576,646 in General F$1d,8,208,528 in Cash Funds

Exempt, and $130,785,174 in federal funds.

The following table outlines the budget history ppeopriated total funds amounts for the Safety-Relvider Payments line item.

FY 02-03
Line Item: Safety-Net Provider Payments | Previous Line| FY 03-04 FY 04-05 FY 05-06 FY 06-07
ltems
Previous Fiscal Year Final Appropriation $240,4BB3 $233,394,277 $255,976,646 $264,013,206 $261,570,344
Denver Indigent Care Program Line Item $36,137,947 $0 $0 $0 $0
University Hospital Indigent Care Program \
Line ltem $28,715,326 $0 $0 $0 $0
Out-state Indigent Care Program Line Item $23,892,2 $0 $0 $0 $0
Disproportionate Share Payment to Hospitals
Line ltem $130,115,868 $0 $0 $0 $0
Pre-Component 1 Disproportionate Share )
Payments to Hospitals Line Item $4,771,714 $0 $0 $0 $0
SB 03-203 One-time Payment to the Denvet
Indigent Care Program $5,339,798 ($5,339,798 $0 $0 $0
SB 03-203 One-time Payment to the University
Hospital Indigent Care Program $4,501,400 (34,501,400 $0 $0 $0
FY 03-04 Decision Item #6 — Change in
Financing Methodology for the Indigent Care $0| $32,423,567 $0 $0 $0
Program
FY 04-05 Joint Budget Committee
Recommended Reduction %0 $0|  ($6,288,324 $0 $0
FY 04-05 Joint Budget Committee
Recommended increase for FY 03-04 Funding $0 $0 $8,731,182 $0 $0
related to Upper Payment Limit
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FY 02-03
Line Item: Safety-Net Provider Payments | Previous Line| FY 03-04 FY 04-05 FY 05-06 FY 06-07
ltems
FY 04-05 Joint Budget Committee
Recommended increase for FY 04-05 Funding $0 $0 $5,593,702 $0 $0
related to Upper Payment Limit
Removal of one-time funding for Upper $0 $0 $0 (8,731,182 $0

Payment Limit

HB 05-1349 One-time funding from the
transfer of interest within the controlled $0 $0 $0 $6,288,324 $0
maintenance.*

Removal of HB 05-1349 One-time funding

from the transfer of interest within the $0 $0 $0 $0| ($6,288,324
controlled maintenance.*
Final Appropriation / Request $233,394,277 $255,976,646 $264,013,206 $261,570,348 $255,282,024

* This payment is subject to the availability ofeed interest in the Controlled Maintenance Trusid= If available, the funds are to be transfemedrebruary
1, 2006. If all of the funding is not available tis date, the remainder will be transferred waeailable.

For FY 06-07, the Department is requesting contiongunding of $255,282,024. Please refer totétde below for fund splits.

FY 06-07 Base Request
Total Funds $255,282,024
General Fund $9,432,484
Cash Funds Exempt $118,208,528
Federal Funds $127,641,0172

THE CHILDREN'S HOSPITAL, CLINIC BASED INDIGENT CARE

The Children's Hospital, Clinic Based Indigent Clame item began in FY 02-03, with a Long Bill apprition of $6,119,760 (50%
federal funds and 50% General Fund), and is comgbred both General Fund and federal funds frompitieate Medicare Upper
Payment Limit for inpatient hospital services. T®ildren’s Hospital qualifies for this payment,wever, because the hospital is
privately owned, General Fund is required to draww the matching federal funds. From this appedjom, the Children's Hospital
distributes all but $60,000 in total funds to thartgipating clinics. This $60,000 is retained I tChildren’s Hospital as an
administration fee to cover expenses associatddapiérating the program. Reimbursement to thecslim the program for a given
fiscal year is based on a percentage of uncompamhgadigent care costs as reported in the Colohadigent Care Program Annual
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Report, and increased for two years using the GuestPrice Index - All Workers, Denver Medical Cofsts July of the most recent
year.

This line item was affected by the federal governrsetemporary increase of the federal share for ibBd service expenditures.
The Federal Medical Assistance Percentage (FMAP)ingasased by 2.95% for the fourth quarter of FYO32and all of FY 03-04.
These adjustments are shown on the Schedule 3.

Funding for FY 03-04, FY 04-05 and FY 05-06 remdira the same total funds of $6,119,760, and fyilssas were originally
appropriated.

The Department is requesting continuation fundingYh06-07 for this line item of $6,119,760, whicbnsists of equal amounts of
General Fund and federal funds, or $3,059,880 each.

PEDIATRIC SPECIALITY HOSPITAL

This is a new line item that was created by thetBiutdget Committee and funding for this line iterasnadded to the Long Bill (SB
05-209) during the Figure Setting process. ThetRimiget Committee recommendation included $5,482tb provide funding to
pediatric specialty hospitals to help offset thetsmf providing care to a large number of Medicandl indigent care clients. The
funds were redirected to the pediatric specialtypital line item due to anticipated savings frora temoval of the Medicaid asset
test in HB 05-1262 (tobacco tax). The Children’spital is the only provider qualified for fundingoim this line item. This funding
mechanism is a supplemental Medicaid payment thradigper Payment Limit financing which utilizes GealeFund to match the
federal funds at the Medicaid federal financialtiogyation rate.

The Pediatric Specialty Hospital line item has spema@uthority for $5,452,134 in total funds. Tldscomprised of $2,726,067 in
federal funds and $2,726,067 in General Fund. Bsx#egislative intent was for one time funding Bepartment is not requesting
funding for this line item for FY 06-07.

HISTORY AND BACKGROUND INFORMATION - HB 97-1304 CHILDEN'S BASIC HEALTH PLAN

In 1997, the Children’s Basic Health Plan was esdhat Colorado via HB 97-1304. Later that yearleTXXI of the Social Security

Act, which created the State Children’s Health tasge Program, was enacted through the Congres8adget Reconciliation Act

of 1997. HB 98-1325 authorized Colorado’s parttign in Title XXI, and provided basic health insuca coverage for uninsured
children of families with incomes under 185% of tederal poverty level. The Medical Services Baarthe rule-making authority
for the Plan. The General Assembly has specifiatl tte Children’s Basic Health Plan shall be a antilement, non-Medicaid

program that delivers coverage in accordance wighgrinciples of private insurance. The ChildreBasic Health Plan benefit
package is substantially equivalent to the levet@ierage mandated by the State for small, priyatedured groups. A dental
benefit, offered in a capitated managed care enment was added in February 2002. Under HB 02-1ff#natal, delivery, and
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postpartum benefits were added for uninsured prggn@men with incomes less than 185% of the fedpoalerty level. To
participate in the plan, families with incomes 01&0% of the federal poverty level (with the exaeptof pregnant women) pay a
nominal annual enroliment fee, based on family aizé income. All State expenditures for benefrtessmatched with 65% Title XXI
federal funds up to the federal allocation avadatur each state. Based on a Memorandum of Uradwetlistg with the Centers for
Medicare and Medicaid Services, Colorado’s admialiste expenditures are matched differently (ascidlesd further in this
document), and may not exceed 10% of total experedit

The Children’s Basic Health Plan consists of sevéistinct line items in the Department's Long Bifipropriation. Effective in FY
00-01 via Supplemental Bill SB 01-183, the linanikeand appropriations were moved from the "Othedibéd Services" Long Bill
group to the "Indigent Care Program” Long Bill goouln the Long Bill for FY 03-04, the Children’saBic Health Plan Medical
Premiums line item for children and the Prenatal Belivery line item created in HB 02-1155 for pnegt women were combined
into a single Long Bill line item titled ChildrenBasic Health Plan Premium Costs.

In response to a weak economy and budget con&aictions were taken to curtail growth in progexpenditures in FY 02-03 and
FY 03-04. During this period, General Fund appiatpns to the Children’s Basic Health Plan Trushé&were the lowest they had
ever been. These actions are summarized and discusshe sections that follow. The Children’s Badealth Plan Prenatal and
Delivery Program was closed to new enrollment ¢iffecfrom the first week of May 2003, until July 2004. However, a state only
program continued to cover those enrolled in then®tal and Delivery Program as of May 5, 2003 felivéry and through two
months post-partum.

The FY 03-04 appropriated enrollment for childrersB 03-291 was set on the assumption that no nelicapts would be admitted
into the Plan from November 2003 through June 20D4iring this period, enrolled children scheduled &nnual redetermination
were permitted to renew enrollment, if it was resjad that they do so and they met eligibility créteat that time. Although
enrollment for the Children’s Basic Health Planldteén and pregnant women programs was limited, baisement rates were
appropriated at levels recommended by a contramtashry and requested by the Department. The emntl cap for women and
children was lifted in July 2004.

In November 2004, the voters of Colorado approvaedradment 35, which raised taxes on tobacco produncisiesignated that 46%
of this revenue go to the Health Care Expansion Fadrdinistered by the Department. The Health Caga&sion Fund, which
expanded the Children’s Basic Health Plan and Medjcwas implemented through HB 05-1262. The hilvided funding to
expand eligibility in the Children’s Basic HealtlhaR to families with incomes up to 200% of the fedigpoverty level, remove the
Medicaid asset test and to provide cost effectiaeketing for the Children’s Basic Health Plan. Tiseal impact of these provisions
on the Children’s Basic Health Plan is summarizeldw.
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HB 97-1304 CHILDREN'’S BASIC HEALTH PLAN TRUST

This line item is for contributions to the ChildrerBasic Health Plan Trust Fund. The Trust Fund bel&mds the State’s share of
the other line items for the Plan. By statutehatend of any given fiscal year, unspent appréipna remain in the Trust rather than
revert to the General Fund. Moreover, funds inTthest that are not appropriated to other lines atsm interest each year. Thus, the
appropriations displayed below do not reflect thtabce of the fund. Common sources of fundingafgpropriations to the Trust are
General Fund, Cash Funds from the collection ouahenroliment fees from families, and Cash Fundenipt from the Tobacco
Litigation Settlement Trust Fund.

Each year, the Department requests the Cash Fupdspaiation for annual enrollment fees in its ChaRpquest for the Children’s
Basic Health Plan Premium Costs line. The methagoland calculations for that amount are discussedach year's Change
Request.

Prior to the supplemental for FY 01-02 (HB 02-13%B¥ Trust had been appropriated $8,603,720 in i@ekRand each year. HB 02-
1370 removed all General Fund appropriated throtigh FY 01-02 Long Bill (SB 01-212). Since that ye&eneral Fund

appropriations have not followed a predictablegratt In FY 02-03, the final General Fund apprdmiawas $2,598,210, while the
General Fund appropriation for FY 03-04 was less thne half of the prior year’s appropriation, 41193,543. The Long Bill (HB

04-1422) increased the initial FY 04-05 appropoiatio $3,296,346.

During FY 01-02, SB 01-164 reduced the annual Gastds Exempt appropriation to the Trust from the Tobaddtigation
Settlement Cash Fund from $10 million to $9,800,008is $200,000 difference was appropriated tdxapartment of Public Health
and Environment to finance the Dental Loan Repaymedram created in SB 01-164.

In FY 02-03, HB 02-1155 appropriated an additidhial700,000 from the Tobacco Litigation SettlemeasiCFund to the Children’s
Basic Health Plan Trust Fund for the Program’s atalidelivery expansion. This brought the total TomoaLitigation Settlement
Cash Funds Exempt Appropriation for the Trust Fun#i17,500,000.

SB 03-190 is also of importance. While this billl chot specifically address the appropriation foe Trust Fund, it did reduce the
Trust's balance by $2,001,125 in FY 02-03. The lagan instructed the State Treasurer to deduct dhmsunt from the $17.5
million received in Tobacco Settlement Funds andstier the stated amount to the State’s General .Flihgs action was a one-time
occurrence and did not carry forward in future gear

The FY 03-04 appropriation is presented below, fedd by a discussion of the bills.
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Trust Fund Appropriation for FY 03-04

Bill Reference Total Funds | General Fund Cash Funds C?Es)?eant;)r:ds Federal Funds
SB 03-258 Long Bill $23,902,965 $6,182,45]1 $220,514 $17,500,000 $0
SB 03-291, Enrollment Cap ($5,822,908) ($5,822,908) $0 $0 $0
SB 03-291 and SB 03-101 Savings (see belpw) $300,00 $300,000 $0 $0 $0
SB 03-291 and SB 03-107 Savings (see below) $484,00 $484,000 $0 $0 $0
SB 03-282, Tobacco Reallocation Bill $1,000,000 $0 $( $1,000,000 $0
SB 03-019, Audit Tobacco Programs ($23,459) $0 $( ($23,459) $0
HB 04-1331, Net Reduction from SB 03-019
(see below) ($15,848 $0 $( ($15,848) $0
Final Appropriation $19,824,750 $1,143,548 $220,514  $18,460,693 $0

The $1 million Cash Funds Exempt appropriation fréwe Tobacco Litigation Settlement Cash Fund in SB83 was also a one-
time occurrence. The reduction from SB 03-019 walhtinue each year, to cover expenses of the Btaddor’'s Office associated

with auditing programs that are funded with the TaglsaMaster Settlement monies. Note, however, ttft@tamount attributable to
SB 03-019 will change slightly each year based tatusory formula. HB 04-1331 (the Supplemental Br the Department of

Public Health and Environment) increased the SB IB+@ductions by $15,848 [from ($23,459) to ($39)3for the oversight of the

tobacco-funded programs. SB 03-107, Concernind\timaber of Days Simulcast Facilities may Broad€ast-Of-State Greyhound

Races, generated fiscal savings that were usqmirinby SB 03-291 to offset budget reductionsh® €hildren’s Basic Health Plan.
SB 03-101, Concerning the Stabilization of Emplo@entributions to the Public Employees’ Retiremensdsation, also generated
savings that were used in SB 03-291. Although SBL@1 was vetoed by the Governor, the appropriatidause in SB 03-291
remained intact.

The FY 04-05 Long Bill appropriation included $3,2848 in General Fund. Cash Funds from annual lemeok fees were also
updated within HB 04-1422 for caseload projectiand revised estimates for collections per cliefihe FY 04-05 Long Bill Cash
Funds Exempt appropriation was $17,476,396. Th@0®1000 appropriated in FY 03-04 through SB 03-@®8Pnot continue in FY
04-05. HB 04-1421 allocated an additional $3,432,8ash Funds Exempt from Tobacco Master Settlemendisfto the Trust. SB
05-209, the FY 05-06 Long Bill add-on, reduced dippropriation of tobacco settlement funding by $88%9. Finally, an additional
$7,683 was appropriated through SB 05-249 whichstdd the final FY 04-05 allocation of tobaccolsetent monies.
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Trust Fund FY 04-05 Appropriation

Total Funds | General Fund| Cash Funds | Cash Funds Exempt Federal Funds
HB 04-1422 FY 04-05 Long Bill $20,983,142 $3,296,346 $210,40 $17,476,396 $0
HB 04-1421 Tobacco Settlement Bill $3,472,958 $0 $C $3,472,958 $0
SB 05-209 Long Bill Add-on ($327,489) $0 $C ($327,489) $0
SB 05-249 Tobacco Settlement Bill $7,683 $0 $C $7,683 $0
FY 04-05 Appropriation $24,136,294 $3,296,346 $210,40 $20,629,548 $0

The Department submitted a Change Request in therNloer 1, 2004, Budget Request (#DI-5) which reqaeatditional General
Fund to support projected increases in caseloaddjpdtments to the capitation rates to levelsmenended by a contracted actuary.
On page 160 of the March 15, 2005 Joint Budget Citt@enFigure Setting document, staff recommend&d £5-06 appropriation
of $2,255,000 in General Fund to the Children’siB&tealth Plan Trust Fund. SB 05-209 (the FY 05:06g Bill) also adjusted
Cash Funds received from annual enroliment feesthadCash Funds Exempt allocation of Tobacco Settlerivonies. As
previously noted, HB 05-1262 removed the Medicaisea test, resulting in a reduction in childrerdsaload. This reduction is due
to all children under 100% of the federal poverydl and children under age six with family inconuesler 133% of the federal
poverty level now being eligible for Medicaid. Euer, HB 05-1262 removed the General Fund apprognia HB 05-1262 also
expanded eligibility in the Children’s Basic HeaRhan from 185% to 200% of the federal poverty letreus increasing Cash Funds
from annual enroliment fees. The resulting FY 05ap@ropriation is delineated in the table below.

Trust Fund FY 05-06 Appropriation
Total Funds |General Fund Cash Funds| Cash Funds Exempt| Federal Funds

SB 05-209 FY 05-06 Long Bill $23,759,52] $2,255,000 $160,2%6 $21,344,268 $0
HB 05-1262 Tobacco TaRemovs
Medicaid Asset Test ($2,255,00¢ ($2,255,000) $0 $0 $0

HB05-1262 Tobacco Takxpan(
Eligibility to 200% of the Federal Pove
level $85,484 $0 $85,48 $0 $0
FY 05-06 Appropriation $21,590,01 $0 $245,74p $21,344,268 $0

Q)

The Base Request for FY 06-07 is based on assursgtiocurrent law, and assumes a continuation af @&neral Fund. The FY
06-07 Base Request includes $21,437,162 in CastsFErempt from Tobacco Master Settlement funding dasea July 2005
forecast provided by the Office of State Planning 8udgeting and it includes the offset for the &&ment of Public Health and
Environment oversight of $12,637 for a net amour$2f,424,525. The FY 06-07 Base Request furthemass continuation of the
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$245,745 in Cash Funds from annual enrollment fedfe Department requests adjustments to the CaslsFirom annual
enrollment fees through a Decision Item.

Trust Fund FY 06-07 Base Request
Total Fund General Fund Cash Funds
$21,670,267 $245,742

Cash Funds Exgoh| Federal Funds

$21,424,5P5

$0 $0

FY 06-07 Base Request

CHILDREN'S BASIC HEALTH PLAN ADMINISTRATION

This line item funds private contracts for admiratitre services associated with the operation ofGh#dren’s Basic Health Plan
Administration, also called External AdministratioMost administrative services are contracted owt primary private vendor who
provides enrollment and customer services to mesniiiethe Plan. Auxiliary administrative functioase contracted out separately to
various vendors for professional services suchcagdal analysis, claim audit, and quality assaeanThe actuarial analysis is used
to update capitation rates and project claims @natincurred but not yet reported. The claims algditecessary to meet the State
Auditor’s evaluation requirements. Quality assueservices include collecting Health Plan EmployataDand Information Set
(HEDIS) client satisfaction data.

Under federal law, children eligible for Medicaidaynnot enroll in the Children’s Basic Health Plgat, many of the children who
apply for the Plan are determined to be Medicaigi#e. Thus, much of the costs of eligibility pessing and enrollment functions
provided by the Plan’s primary administrative seegi contractor are attributable to the MedicaidgRnm. Based on a study that
identified the portion of workload generated by Medtl, the Department and the Centers for Medieaigk Medicaid Services have
agreed upon a cost allocation methodology for ahgrgosts to the correct program. The followingeabustrates Colorado’s cost
allocation matrix used for determining which fedefands related to administration of the ChildreBasic Health Plan are
reimbursed by Medicaid (Title XIX) and which areméiursed by the State’s Child Health Insurance Rwog(Title XXI). The
federal match under the Medicaid program is 50%lenthe federal match available under Title XXI 5%. Note that while total
federal funds are referenced in appropriation @aws legislation, the share of Title XXI and TitléXXis not. This split is provided
for informational purposes only.

Cost Allocation Plan for Federal Funds

Administrative Function

Title XXI Share of
Federal Funds

Title XIX Share of
Federal Funds

Marketing and Outreach Component 77.3% 22.7%
Eligibility and Enrollment Component 12.0% 88.0%
Professional Services and Other Administration Camemnt 100.09 0.0%
Children’s Basic Health Plan Prenatal and Deliveomponents 100.0¢ 0.0%
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FY 01-02 Appropriation
The Long Bill (SB 01-212) appropriation for FY 01-0&s $5,014,295. HB 01-1331 eliminated the ChiltréBasic Health Plan

Policy Board, reducing the costs of the progran$hb8,750. Thus, the final appropriation for FY 01W&s $4,995,545. The State
share of the funding for this line is Cash Funderigt appropriated from the Children’s Basic He&llén Trust Fund. Federal funds
are from Title XXI (State Children's Health Insurarferogram) and Title XIX (Medicaid).

FY 02-03 Appropriation
The final appropriation for FY 02-03 is the sum loé tLong Bill appropriation for that year (HB 02-1)2and HB 02-1155, which
expanded coverage of the Children’s Basic Healém Rb pregnant women for prenatal care and deliseryices. The federal match

for HB 02-1155 was solely Title XXI.

FY 03-04 Appropriation

The FY 03-04 Long Bill appropriation increased thepyears’ appropriation by $30,000 from the ap@ioof DI-3 in the November
1, 2002 Budget Request, and $411,647 due to theatination of HB 02-1155. HB 02-1155 was for th&t-gear impact which
expanded coverage of the Children’s Basic Healtdn Rb pregnant women for prenatal care and deligeryices. DI-3 was to
contract with an independent actuary to recommatetsifor the Children’s dental benefit. The actuappmmends a rate each year,
thus the additional funding for actuary servicesiea into the future years.

Breakdown of SB 03-258 Appropriation

, , Total Federal
Bill Reference Total Eunds Cash Funds | Title XXI Title XIX Funds
Exempt Funds Funds (Sum of Title XIX and
XXI Funds)
Base from HB 02-1420 $5,087,403 $2,286|746%$1,113,47 $1,687,184 $2,800,657
HB 02-1155 (Out-year impact) $411,647 $144,078 $267,56 $0 $267,569
November 1, 2002 DI-3 Children’s Basic Health
Plan Administrative Services Contract $30,000 $10,50 $19,50 $0 $19,500
Total Long Bill SB 03-258 $5,529,050 $2,441,324 $1,400,54 $1,687,184 $3,087,72b

SB 03-291, which closed the Children’s Basic He&lt&n to new applicants in May 2003 for pregnanin@n and November 2003
for new child enrollees, reduced the administratio@ accordingly. The final appropriation for F'8-04 is displayed below.
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FY 03-04 Appropriation for Administration

Cash Funds| Tilexxl | Tidexix | 'O Federal
Bill Reference Total Funds | —2>" "Unas e 'ie Funds
Exempt Funds Funds (Sum of Title XIX and
XXI Funds)
SB 03-258 Long Bill $5,529,050 $2,441,324 $1,400,542 $1,687,184 $3,087,726
SB 03-291, Children’s Basic Health Plan Bill ($3BB ($129,116) ($239,78B) $0 ($239,783)
Total Appropriation $5,160,151 $2,312,208 $1,160,759 $1,687,184 $2,847,943

FY 04-05 Appropriation

The FY 04-05 Long Bill (HB 04-1422) appropriatiorciaded $100,500 for limited outreach and clientcadion, but did not include
any funding for marketing and advertising. The L&iljalso included $144,178 to re-open the prenptagram in July 2004. This
item was for FY 04-05 only and did not carry intee tFY 05-06 Base Request. The source for the itertise table below is the
Figure Setting document dated March 9, 2004, pade 1

The FY 04-05 appropriation also included administeatunding of $6,455 from HB 04-1447, which prosdaifunding for children
who would no longer be eligible for Medicaid duette implementation of SB 03-176, which would haleinated Medicaid

eligibility for optional legal immigrants. HoweveBB 03-176 was never implemented.
continue Medicaid services to optional legal imrargs, and thus removed the appropriation from HB047.

Instead HB @% lprovided funding to

. Total Federal
Bill Reference Total Funds | C3SNFUNAS | rihe xI Funds | Title XIX Funds Funds
Exempt (Sum of Title XIX and
XXI Funds)
HB 04-1422 (Long Bill) $4,325,385 $1,997,55 $715,606 $1,612,22 $2,327,833
HB 04-1447 Legal Immigrants $6,455 $2,26( $4,19% $C $4,19%
HB 05-1086 Legal Immigrants
Tobacco Tax ($6,45b) ($2,260 ($4,195 $C ($4,195
Total Appropriation $4,325,385 $1,997,55 $715,606 $1,612,22 $2,327,833

FY 05-06 Appropriation for Administration

For FY 05-06, the Department requested continuafioning of the FY 04-05 Long Bill appropriationdueced by the prenatal

implementation costs of $144,178. HB 05-1262 iase&l funding to the line item by $1,000 for addiéibactuarial costs associated
with increasing eligibility for families with incoes up to 200% of the federal poverty level. Theéd#o provided $1,300,000 for

cost-effective marketing, and $95,000 for applmatiedesign and reprinting associated with remotiregMedicaid asset test. The
following table shows the allocation of fundingWween Title XXI and Title XIX.
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Children’s Basic Health Plan Administrative Costs fom SB 05- Title XXI @ 65% Title XIX @ 50%
209 Long Bill Total Federal Funds Federal Funds
Outreach and Client Education $100,500 $77,687 $22,813
Eligibility Determination and Enroliment $3,638,229 $436,587 $3,201,642
Prenatal Operational Costs $125,478 $125,478 $0
Other Administration $317,000 $317,000 $0
Total Children’s Administration $4,181,207 $956,752 $3,224,455
Federal Funds Match $2,234,118 $621,890 $1,612,228
Cash Funds Exempt from Trust Fund $1,947,089 $334,862 $1,612,227

HB 05-1262 (Tobacco Tax) increased funding to the ltiem by $1,000 for additional actuarial costsoagged with increasing
eligibility to families with incomes up to 200% tlie federal poverty level. The bill also provideti30,000 for cost-effective

marketing, and $95,000 for application redesign @pinting associated with removing the Medicadet test. The following table
shows the allocation of funding between Title XXHbahitle XIX.

Children’s Basic Health Plan Administrative Costs fom HB 05- Title XXI @ 65% Title XIX @ 50%
1262 Tobacco Tax Total Federal Funds Federal Funds
Actuary Adjustment $1,000 $1,000 $0
Cost Effective Marketing $1,300,000 $1,004,900 $295,100
Application Redesign and Printing $95,000 $11,400 $83,600
Total Children’s Administration $1,396,000 $1,017,300 $378,700
Federal Funds Match $850,595 $661,245 $189,350
Cash Funds Exempt from the Health Care Expansiod Fun $545,405 $356,055 $189,350

The total FY 05-06 appropriation is shown below.
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Cash Funds Title XXI Title XIX Total Federal Funds

Bill Reference Total Funds Exempt Funds Funds (Sum of Title XIX and XXI Funds)
SB 05-209 Long Bill $4,181,20[7 $1,947,089 $621,890 $1,612,228 $2,234,118
HB 05-1262 Tobacco Tax $1,396,000 $545,405 $661,245 $189,350 $850,595
Total Appropriation $5,577,207 $2,492,494 $1,283,135 $1,801,578 $3,084,713

FY 06-07 Base Request
The FY 06-07 Base Request assumes continuationnfgrfdr administrative costs paid through the Cleilds Basic Health Plan
Trust Fund totaling $4,181,207.

The Department’s fiscal note for HB 05-1262 reque§tE00,000 in FY 06-07 for a cost allocation studye cost allocation study is
necessary to maintain a fair allocation of admraiste expenses between Title XIX Medicaid and TKEI SCHIP given the
extensive programmatic changes implemented thrdd8h05-1262. The study will be performed in FY 06-03ing the actual
experience from FY 05-06. The FY 06-07 Base Reqaisstremoves $55,000 for application redesign,thedne time funding of
$1,000 for the actuary. The following table shohes allocation of these expenses between Title XK Eitle XXI.

FY 06-07 Children’s Basic Health Plan Administration Base Title XXl @ 65% Title XIX @ 50%

Request from Health Care Expansion Fund Total Federal Funds Federal Funds
Cost Allocation Study $100,000 $100,000 $0
Cost Effective Marketing $1,300,000 $1,004,900 $295,100
Application Printing $40,000 $4,800 $35,200
Total Children’s Administration $1,440,000 $1,109,700 $330,300
Federal Funds Match $886,455 $721,305 $165,150
Cash Funds Exempt from the Health Care Expansiod Fun $553,545 $388,395 $165,150

The following table shows the annualization of HBIZ%2 and continuation funding from the FY 05-061gaill (SB 05-209).
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Cash Funds Title XXI Title XIX Total Federal Funds

Bill Reference Total Funds Exempt Funds Funds (Sum of Title XIX and XXI Funds)
SB 05-209 Long Bill
(continuation funding
requested) $4,181,2Q7 $1,947,089 $621,890 $1,612,228 $2,234,118
HB 05-1262 Tobacco Tax
(annualization) $1,440,000 $553,545 $721,305 $165,150 $886,455
Total Request $5,621,207 $2,500,634 $1,343,195 $1,777,378 $3,120,573

CHILDREN’S BASIC HEALTH PLAN PREMIUM COSTS

This line item funds the costs of medical servicesvigded to eligible children enrolled in the Chidrs Basic Health Plan and,
beginning in FY 03-04, medical premiums for prehatad delivery services for pregnant women. Theuwations for the premium,
presented each year in a footnote of the Long Béfjne the legislative intent for average montaiyollment in the Plan and a
monthly average rate for payment of provided mddieavices.

The Department establishes annual enrollment project Each year the actuary contracted by the Dmeat recommends a per-
member-per-month rate for health maintenance orgéions and the self-insured network. The ratechimteéhe footnote of the Long
Bill each year is a “blended” rate that is basedt@nratio of the number of children expected teeheolled in health maintenance
organizations to the number of children in the Rlaelf-insured network. This rate includes theested costs of providing medical
benefits to enrollees as well as medical manageseaices such as claims management.

The State share of funding for medical premiumsashCFunds Exempt, appropriated from the Childr&asic Health Plan Trust

Fund. Beginning in FY 05-06, the State share afifug includes the Health Care Expansion Fund whiods program expansions
created in HB 05-1262, the Tobacco Tax. The fedéaesof funding is from Title XXI (State Childrerr®alth Insurance Program).

Title XXI provides a 65% match on State funds fordinal premiums. Annual enroliment fees collectexnhf families are deposited

in the Children’s Basic Health Plan Trust Fund asiClBunds. They are spent in the Premiums Costafinéash Funds Exempt.
However, a federal match is not provided on theuahenrollment fees collected from families. Thiiese fees are subtracted from
the calculations below when computing the line ifending split.

Beginning in FY 05-06, HB 05-1262 provided fundiingm the Health Care Expansion Fund to increasébdltyg in the Children’s
Basic Health Plan to families with incomes up t@%0of the federal poverty level. In addition, thikk removed the Medicaid asset
test. These changes caused children previouslYiethio the Children’s Basic Health Plan to becaviedicaid eligible.
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FY 01-02 Appropriation for Children’s Basic Health PIRnemium Costs
The FY 01-02 Long Bill (SB 01-212) appropriated $£84,,378 for Children’s Basic Health Plan PremiunsiSo The Supplemental
Bill (HB 02-1370) increased the appropriation t®H#36,890 for adjustments in the rate and caseload.

FY 02-03 Appropriation for Children’s Premiums Costs

The FY 02-03 appropriation for the Premiums Costs ivas the sum of the appropriation from the Loib(BB 02-1420) for the

“core” (non-prenatal) component of the Plan, therapriation from HB 02-1155 to cover the medicastsoof the infants enrolling in
the plan associated with the prenatal/delivery egmm of the program, and appropriations for supgletal funding. Costs for
medical care for the pregnant women were appraati& a new line item, “Children’s Basic Health iPRrenatal and Delivery
Costs,” in FY 02-03. The Long Bill (HB 02-1420) appriated $46,404,003 in total funds to cover agrage monthly enroliment of
48,398 children at an average monthly rate of ¥¥&®8e Figure Setting document for the FY 02-03 LBitlg March 11, 2002, pages
237-238). A Supplemental Bill SB 03-203 increaslked average monthly rate to $80.74, which increabedtotal funds to
$46,893,529.

The appropriation from HB 02-1155, the prenatalidely expansion bill is shown below. Since annuaioBment fees are not
charged to families enrolled in the Prenatal antiveey Program until they renew the following yetlre Title XXI match was 65%
exactly.

Breakdown of HB 02-1155 Premiums Costs Appropriatio FY 02-03
Number of Newborn Enrolle 879
Number of Member Months of Newborns Enrolling in Blar 5,71(
Medical Premiums per Newborn Enrollees Up to Age 1 $167.7
Total Medical Premiums for Newborn Enrollees $958,02
Federal Funds Match @ 65% $622,71
35% from Trust Fund (Cash Funds Exempt) $335,30

Note: The total appropriation for children’s casal was 879 newborns from HB 02-1155 plus thealni8,398 appropriated under HB 02-1420, for a tota
average monthly enrollment of 49,277.

SB 03-258, in a Long Bill Add-on, added funding &or additional 763 children at $739,255.

In summary, below is the final appropriation for B2-03.
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Appropriation for Children’s Premiums Costs for FY 02-03
Cash Funds
Bill Reference Total Funds General Fund Cash Funds Exempt Federal Funds
SB 02-1420 Long Bill $46,404,003 $0 $0 $16,460,165 $29,943,838
SB 03-203 Supplemental Bill $489,526 $0 $0 $89,731 $399,795
SB 03-258 Long Bill Add-On $739,255 $0 $0 $258,739 $480,516
HB 02-1155 New Born Enrollees $958,024 $0 $0 $335,308 $622,716
Appropriation $48,590,808 $ $0 $17,143,943 $31,446,865

FY 03-04 Appropriation for Premiums Costs

In FY 03-04, the Children’s Basic Health Plan Meadiieremiums line item and the Prenatal and DeliVieg/item created in HB 02-
1155 for pregnant women were combined into a sihgleg Bill line item, “Children’s Basic Health PlaAremium Costs.” The
intended appropriation and average monthly enraitraeas outlined in an appropriations clause from08B91. The clause set the
average medical premium per child at $87.65 pertimand assumed an estimated average monthly cdsai&2,965 children.

SB 03-291 Appropriation for Children’s Premiums Coss for FY 03-04

Average Monthly Enrollment 52,965
Appropriated Medical Premiums (per member per month $87.65
Total (Calculation: 52,965 x $87.65 x 12 months) $55,708,587
Appropriations Clause from SB 03-291 for Prenatal ad Delivery
1 | Number of Deliveries 342
2 | Delivery Cost $3,965.00
3 | Total Delivery Costs (row 1 x row 2) $1,356,030
4 | Member Months of Women’s Medical Care 2,417
5 | Cost of Women’s Medical Care (per member per mont $363.00
6 | Total Medical Care for Women (row 4 x row 5) $877,371
7 | Total Prenatal Expenditures Estimated (row 3 + row6) $2,233,401

A 1331 Supplemental Request titled “Prevent a Céilts Basic Health Plan Enroliment Cap in FY 03-0/&'s submitted on August
1, 2003 to increase the appropriated caseloadHidren from 52,965 (set in SB 03-291) to 57,284 amcrease the number of
deliveries from 342 to 446. This request was not@ma. As a result, new applicants were not aeckptto the program between
November 2003 and June 2004 so as not to exceeabfirepriated caseload. SB 03-282 allocated aaditiTobacco settlement

Page M-194



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND MIEMNG; FY 06-07 BUDGET REQUEST,; ASSUMPTIONS AND@AIATIONS

funding to the Children’s Basic Health Plan. Hoeewue to the enroliment cap set in SB 03-291atlahtional funding was not
needed and could not be used in FY 03-04.

SB 03-107, “Concerning the Number of Days Simuldzstilities may Broadcast Out-Of-State Greyhoundd’3g generated fiscal

savings that were used, in part, in SB 03-291 teebbudget reductions to the Children’s Basic HeRBlan. SB 03-101, “Concerning
the Stabilization of Employer Contributions to thebRc Employees’ Retirement Association”, also gated savings that were used
in SB 03-291. Although SB 03-101 was vetoed byGlo@ernor, the appropriations clause in SB 03-29dained intact.

Appropriation for Premiums Costs for FY 03-04

Bill Reference Total Funds General| Cash | Cash Funds Federal Funds
Fund | Funds Exempt
SB 03-258 Long Bill $74,589,396 30 $Q $26,249,622  $48,339,774
SB 03-291, Children’s Basic Health Plan Enrolimeap@®ill| ($16,085,746) $0 $Q ($5,773,344) ($10,312,402)
SB 03-291 and SB 03-101 Savings (PERA Bill) $763,50 $d $0 $266,526 $494,977
SB 03-291 and SB 03-107 Savings (Greyhound Radke Bil $1,228,508 $0 $0 $429,976 $798,527
SB 03-282 Tobacco Bill $2,533,78p $0 $0 $886,82b $1,646,961
Final Appropriation $63,027,442 $0 $0 $22,059,605 $40,967,837

FY 04-05 Appropriation for Premiums Costs

The FY 04-05 Long Bill (HB 04-1422) appropriation sveet assuming the enrollment cap for pregnant waane children would be
lifted in July 2004. The Department submitted a i@@fgaRequest in the November 3, 2003 Budget Red##B4t2) to adjust the
appropriation for caseload and rate changes. Theppation for the caseload is footnote 41 of HBI122. The following tables
display the assumptions used to set the Long Bpepriation for Premiums Costs from Figure Settidgrch 9, 2004, page 122.

Calculations for Children’s Premiums Costs FY 04-05 Long B'I.I (HB,O4'1422) Appropriation
for Children’s Program

HMO Benefits (per member per month) $87.29
Components of Non-HMO Benefits (per member per mor)

A. Self-Insured Network (Non-HMO) Benefits $73.69

B. Reinsurance $2.39

C. Medical and Pharmacy Claims Management $23.32
Total Non-HMO Benefit and Delivery Cost (per membermper month) $99.40
Appropriated, Blended Rate (per member per month) $90.92
Average Monthly Enrollment 47,600
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Calculations for Children’s Premiums Costs

FY 04-05 Long Bill (HB 04-1422) Appropriation
for Children’s Program

Total Medical Premiums $51,933,503
Federal Funds Match @ 65% $33,756,77|7
35% from Trust Fund (Cash Funds Exempt) $18,176,726

Funding for the Prenatal and Delivery Program was@priated in the Long Bill (HB 04-1422) using tiedlowing calculations.

Calculations for Prenatal and Delivery HB 04-1422

1 | Number of Deliveries 874
2 | Rate per Delivery $3,965.00
3 | Total for Deliveries (row 1 x row 2) $3,465,41(Q
4 | Member Months for Women 9,565
5 | Rate per Member Month $345.30
6 | Total for Prenatal / Postpartum Care (row 4 X row 5) $3,302,795
7 | Total for Prenatal and Delivery Program (row 3 + row 6) $6,768,205

Federal Funds at 65% match $4,399,333

Cash Funds Exempt from the Trust Fund $2,368,872

The following table adds the Children’s medical piems and the prenatal and delivery calculationgéb the total Long Bill

appropriation for FY 04-05.

HB 04-1422 Long Bill

Total Funds | General Fund Cash Funds | Cash Funds Exempt Federal Funds
Children’s Medical Premiums $51,933,503 $0 $0 $18,176,726 $33,756,777
Prenatal and Delivery Program $6,768{205 $0 $0 $2,368,8772 $4,399,333
Long Bill Appropriation for
Children’s Basic Health Plan $58,701,708 $0 $0 $20,545,598 $38,156,110
Premium Costs

HB 04-1447 increased the FY 04-05 appropriationdeer an additional 568 legal immigrants who wearcgated to no longer be
covered under Medicaid due to the planned impleatiemt of SB 03-176 on January 1, 2005. Using 9@ % blended rate from the
Long Bill at six months each for 568 children, ¢ 04-05 appropriation was increased by $309,83B.05-1086 provided funding
from the Health Care Expansion Fund to continuevidrog Medicaid coverage to legal immigrants. Thi &lso reduced the
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appropriation to the Children’s Basic Health Plaer®um Costs line item by $441,871. The final appaiion for FY 04-05 is

displayed in the table below.

Appropriation for Premium Costs for FY 04-05

General Federal

Bill Reference Total Funds | Fund Cash Funds Cash Funds Exempt Funds
HB 04-1422 Long Bill $58,701,70B8 $0 $0 $20,545,594 $38,156,110
HB 04-1447 (Children’s Basic Health
Plan Enrollment) $309,855 $0 $0 $108,449 $201,406
HB 05-1086 (Tobacco Tax funding for
Legal Immigrants in Medicaid) ($441,87]) $0 $0 ($154,655) ($287,216)
Appropriation $58,569,692 $0 $0 $20,499,392 $38,070,30¢

FY 05-06 Base Request for Premiums Costs

The FY 05-06 Long Bill (SB 05-209) appropriation wset assuming the enrollment cap for pregnant woamehchildren would be
lifted in July 2004. The Department submitted a i@fgaRequest in the November 1, 2004 Budget Red#B4t3) to adjust the
appropriation for caseload and rate changes. Theoppation for the caseload is footnote 44 of SB209. The following tables
display the assumptions used to set the Long Bitir@priation for the Children’s Basic Health Plarefium Costs from Figure

Setting, March 15, 2005, page 152.

FY 05-06 Long Bill (SB 05-209) Appropriation
Calculations for Children’s Premiums Costs for Children’s Program

HMO Benefits (per member per month) $97.74
Components of Non-HMO Benefits (per member per mott)

A. Self-Insured Network (Non-HMO) Benefits $80.00

B. Reinsurance $2.47

C. Medical and Pharmacy Claims Management $25.83
Total Non-HMO Benefit and Delivery Cost (per memberper month) $108.30
Appropriated, Blended Rate (per member per month) $101.44
Average Monthly Enroliment 50,395
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Calculations for Children’s Premiums Costs

FY 05-06 Long Bill (SB 05-209) Appropriation

for Children’s Program

Subtotal Children’s Medical Premiums $61,344,826
Less annual enrollment fees ($160,256)
Total eligible for federal match $61,184,570
Federal Funds Match @ 65% $39,769,971

Cash Funds Exempt from the Children’s Basic HealthiPlan Trust Fund
(includes the expenditure of annual enroliment fegs

$21,574,855

Funding for the Prenatal and Delivery Program wpgr@priated in the FY 05-06 Long Bill (SB 05-2093ing the following

calculations.
Calculations for Prenatal and Delivery SB 05-209
1 [ Number of Deliveries 2,140
2 | Rate per Delivery $4,475.47
3 | Total for Deliveries (row 1 x row 2) $9,577,506
4 | Member Months for Women 19,170
5 | Rate per Member Month $317.36
6 | Total for Prenatal / Postpartum Care (row 4 x row 5) $6,083,791
7 | Total for Prenatal and Delivery Program (row 3 + 1@w $15,661,297
8 | Federal Funds at 65% match $10,179,843
9 [ Cash Funds Exempt from the Trust Fund $5,481,454

The total appropriation from the FY 05-06 Long Bi8B 05-209) is $77,006,123, comprised of $61,348, &% children and

$15,661,297 the Prenatal and Delivery Program.

HB 05-1262 enacted the following programmatic clesnigpat impact the Children’s Basic Health Plamfuen Costs:

1. Removal of the asset test for Medicaid eligibility
2. Funding for cost effective marketing
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3. Funding to increase eligibility for families withaomes from 185% to 200% of the federal povertgllé¥PL).

4. Funding to increase enrollment above the FY 0304l

The following table summarizes the HB 05-1262 fisogbact to the Children’s Basic Health Plan PremiQosts line item for each

of these provisions.

Cash Funds
Exempt
Children’s Cash Funds
Basic Health Exempt
Plan Trust Health Care Total Cash Federal
FY 05-06 HB 05-1262 Appropriation| Total Funds Fund Expansion Fund Funds Exempt Funds
Remove the Medicaid Asset Test ($18,335,889)($6,417,561 $0 ($6,417,561) ($11,918,328
Network Stabilization $1,590,000 $0 $556,500 $556,5000 $1,033,500
Children Expansion from 185% to
200% FPL $5,168,57]1 $74,305 $1,782,993 $1,857,298  $3,311,273
Pregnant Women expansion from
185% to 200% FPL $3,093,606 $0 $1,082,762 $1,082,762  $2,010,844
Prenatal and Delivery Costs above the
FY 03-04 Level $Q ($4,874,843 $4,874,843 $0 $0
Impact of marketing on children's
enrollment growth $4,194,470 $1,475,332 $0 $1,475,332  $2,719,138
Total Fiscal Impact ($4,289,242)  ($9,742,767 $8,297,098 ($1,445,669) ($2,843,573
The following table summarizes the total appropomatior FY 05-06.
General Cash Total Cash Funds
Bill Reference Total Funds Fund Funds Exempt Federal Funds
SB 05-209 Long Bill $77,006,123 $0 $0 $27,056,309 $49,949,814
HB 05-1262 Tobacco Tax ($4,289,242) $0 $0 ($1,445,669 ($2,843,573
Total FY 05-06 Appropriation $72,716,881 $0 $0 $25,610,640 $47,106,241
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For FY 06-07 the Base Request assumes continuatmoiing from SB 05-209 (FY 05-06 Long Bill) and thenualization of HB 05-
1262 taken from the Department’s fiscal note. TdlleWing table shows the FY 06-07 annualization& 05-1262.

Cash Funds
Exempt
Children’s Cash Funds
Basic Health Exempt
FY 06-07 HB 05-1262 Plan Trust Health Care Total Cash Funds Federal
Annualization Total Funds Fund Expansion Fund Exempt Funds
Remove the Medicaid Asset Test ($32,464,208011,362,473 $0 ($11,362,473) ($21,101,735
Network Stabilization $1,590,000 $0 $556,500 $556,5000 $1,033,500
Children Expansion from 185% to
200% FPL $6,467,746 $89,303 $2,232,455 $2,321,758  $4,145,988
Pregnant Women expansion from
185% to 200% FPL $3,430,863 $0 $1,200,802 $1,200,802  $2,230,061
Prenatal and Delivery Costs above
the FY 03-04 Level $0 ($7,090,154 $7,090,154 $0 $0
Impact of marketing on children's
enrollment growth $12,563,412 $4,417,880 $0 $4,417,880  $8,145,532
Total Fiscal Impact ($8,412,187) ($13,945,444 $11,079,911 ($2,865,533) ($5,546,654
The following table summarizes the Base RequedtYo06-07.
Total General Total Cash Funds Federal
Bill Reference Funds Fund Cash Funds Exempt Funds
SB 05-209 Long Bill $77,006,123 $0 $0 $27,056,309 $49,949,814
HB 05-1262 Tobacco Tax annualizatip($8,412,187 $0 $0 ($2,865,533) ($5,546,654
Total FY 06-07 Base Request $68,593,986 $0 $0 $24,190,77§ $44,403,160

CHILDREN'S BASIC HEALTH PLAN DENTAL BENEFIT COSTS

In FY 01-02, the Department issued a Request fopdaals to provide dental services for all childeenolled in the Children’s Basic
Health Plan (pregnant women enrolled in the planexcluded) at a capitated rate of $10.95 per mepdremonth. This capitated
rate assumed a dental benefit cost per eligibtnchf $9.95 per month (derived by dividing Meditdental costs by the number of
Medicaid clients eligible for dental services) aadministrative costs of $1.00 per month per cliggge March 15, 2001 Figure
Setting, page 263). The Department selected théovemho offered the most complete dental benefikpge and established a $500
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yearly maximum benefit per client, and a statewidevork with several hundred participating dentestsl contracts with Essential
Community Providers. The capitated rate was ineas $11.31 per member per month in the FY 04-05gLBill (HB 04-1422)
appropriation and increased again to $11.82 inRWe05-06 Long Bill (SB 05-209). These increasesemMeased on an actuarial
review of historical costs. As is the case withl@kn’s Basic Health Plan Premium Costs, Title Xdhds provide 65% of the total
funding need for the Children’s Basic Health Plaanfal Benefits Costs, while the remaining 35% Ssatae is Cash Funds Exempt
from the Children’s Basic Health Plan Trust Fund.

FY 01-02 Appropriation

The Long Bill (SB 01-212) appropriation for FY 01-02as set at $4,144,324 for the full year. SB 04-ifcreased the total

appropriation by $276,838 in anticipation of in@ed dental services resulting from the implememtatf a state loan repayment
program for dentist and dental hygienists who waith underserved populations. Supplemental BilB(62-1370) reduced the total
appropriation to $2,379,008 to remove the impa@®Bf01-164 and to address caseload reductions.Chihdren’s Basic Health Plan

was not implemented until February of 2002, so$hpplemental Bill (HB 02-1370) reduced the totgbraypriation to $2,379,008

based on 43,452 children and five months of care.

FY 02-03 Appropriation

The FY 02-03 appropriation was the sum of the Loilgappropriation for FY 02-03 (HB 02-1420), thepppriation from HB 02-
1155 to cover newborns (resulting from the Prenanal Delivery Program), and a supplemental fronadeh-on to the Long Bill for
FY 02-03, SB 03-258, which also covered increasedlienent in the program. Note that pregnant woraemn not eligible for the
dental benefit. Thus, the appropriation was basgglan the number of infants delivered under thxigansion.

A supplemental for FY 02-03, via a SB 03-258 Lontl Bdd-on, increased the caseload for the Chiltsduasic Health Plan by 763
children. The dental benefit appropriation waseased accordingly.

Appropriation for Dental Benefit Costs for FY 02-03

Bill Reference Total Funds | General Fungd Cash Funds CaEsXheanl:)rtlds Federal Funds
SB 02-1420 Long Bill $6,359,497 $0 $0 $2,225,824 $4,133,673
HB 02-1155 Newborn Enrollees $62,525 $0 $0 $21,884 $40,641
SB 03-258 Long Bill Add-On $100,5p1 $0 $0 $35,182 $65,339
Appropriation $6,522,543 $0 $0  $2,282,890 $4,239,658
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FY 03-04 Appropriation

SB 03-107, Concerning the Number of Days Simul€astilities may Broadcast Out-Of-State GreyhoundeRagenerated fiscal
savings that were used, in part, in SB 03-291 teevbudget reductions to the Children’s Basic HeBlan. SB 03-101, Concerning
the Stabilization of Employer Contributions to thebRc Employees’ Retirement Association, also geteeraavings that were used
in SB 03-291. Although SB 03-101 was vetoed byGoeernor, the appropriations clause in SB 03-29dained intact. SB 03-282
allocated additional Tobacco Settlement fundinght €hildren’s Basic Health Plan. However, dueh® ¢nrollment cap set in SB
03-291 the additional funding was not needed anddoaot be used in FY 03-04The final appropriation was $7,564,917.

FY 04-05 Appropriation

The FY 04-05 Long Bill (HB 04-1422) increased theitation rate from $10.95 per member per month1.$1 per member per
month based on BAS-4 "Rate Increase for Childr&asic Health Plan" in the Department's January2P®4 Budget Request for
Stand Alone Budget Amendments. The caseload uwsikiFY 04-05 Long Bill dental appropriation was@amed to be 87% of the
children’s caseload assumed in the Children BasigltH Plan’s Premium Costs Long Bill appropriatbmtause new members do not
receive dental coverage during their pre-HMO emetit period.

HB 04-1447 increased funding to cover 568 addititegal immigrants who were anticipated to no lanige covered under Medicaid
due to the implementation of SB 03-176 that wasma for January 1, 2005. HB 04-14a¢reased average monthly caseload by
284 (calculated as follows: 568 additional legaiigrants multiplied by six months and divided byri@nths).

HB 05-1086 provided funding from the Health Care &ngon Fund to Medical Services Premiums to prociokerage for legal
immigrants. The bill also reversed the appropriafiem HB 04-1447 and further reduced the averagethy caseload by 105.
(calculated as follows: 242 multiplied by 87%, nplled by six months and divided by 12 months. $awunding is involved).

FY 04-05 Dental Appropriation HB 04-1422 | |15 04-1447 | HB 05-1086| HB 05-1086 , " 9405
Long Bill Appropriation
Average Monthly Caseload 41,412 84 (284) (1L05) 41,307
Monthly Dental Costs Per Enrollee $11.31 $11.31 $11.31  $11.31 $11.3]
Total Dental Costs for Additional Caseload $5,624,43 $38,544 ($38,544) ($14,287) $5,606,15
Federal Funds @ 65% $3,653,284 $25,053 ($25,053) g39,2  $3,643,99
Cash Funds Exempt from Trust @ 35% $1,967,153 $13,491 $13,491 ($5,000) $1,962,15

FY 05-06 Appropriation
The Department submitted a Change Request in theerNioer 1, 2004 Budget Request (#DI-3) to adjustaperopriation for
caseload and rate changes. The FY 05-06 rate watoped by a contracted actuary. The caseload uséatiFY 05-06 Long Bill
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dental appropriation was assumed to be 87% oftildren’s caseload assumed in the Children’s BHsialth Plan’s Premium Costs
Long Bill appropriation. The appropriation for t@dildren’s Basic Health Plan Premium Costs caseisaa footnote 44 of SB 05-
209 (the Long Bill). The following tables displdyet assumptions used to set the Long Bill apprapndor the Children’s Basic
Health Plan Dental Benefit Costs from Figure SgitMarch 15, 2005, page 155.

FY 05-06 Long Bill Appropriation SB 05-209
Average Monthly Caseload 43,844
Monthly Dental Costs Per Enrollee $11.8]
Total Dental Costs for Additional Caseload $6,218,78
Federal Funds @ 65% $4,042,20
Cash Funds Exempt from Trust @ 35% $2,176,57

*Some rounding is involved.

HB 05-1262 Tobacco Tax enacted four significant prognatic changes that impact the Children’s Bagalth Plan Dental Benefit
Costs. These are: 1) Removal of the Medicaid des&t2) Funding for cost effective marketing, 8néing to increase eligibility
from 185% to 200% of the federal poverty level add Funding to increase enroliment above the FYO@3evel. The bill also
increased the Cash Funds Exempt appropriation fleenHealth Care Expansion Fund and decreased the Kiaslts Exempt
appropriation from the Children’s Basic Health Plamst Fund. The FY 05-06 appropriation from HB @52 (Tobacco Tax) and
SB 05-209 (Long Bill) were both set assuming a member, per month rate of $11.82. This amount vwwaemmended by a
contracted actuary.

Cash Funds
Exempt Cash Funds
Children’s | Exempt Health
Average Basic Health Care Total Cash
Monthly Total Plan Trust Expansion Funds Federal
FY 05-06 Appropriation Enroliment Funds Fund Fund Exempt Funds
SB 05-209 Long Bill 43,844 $6,218,783 $2,176,574 $0| $2,176,574 $4,042,209
HB 05-1262 Medicaid Asset test (13,105)($1,858,813 ($650,585) $0 ($650,585) ($1,208,228
HB 05-1262 CBHP to 200% FPL 3,694 $523,957 $0 $183,385 $183,385 $340,572
HB 05-1262 Marketing 3,058 $433,888 $151,861 $0 $151,861 $282,027
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Cash Funds
Exempt Cash Funds
Children’s | Exempt Health
Average Basic Health Care Total Cash
Monthly Total Plan Trust Expansion Funds Federal
FY 05-06 Appropriation Enroliment Funds Fund Fund Exempt Funds
HB 05-1262 Network Stabilization 0 $200,000 $0 $70,000 $70,000 $130,000
Final Appropriation 37,492 $5,517,815  $1,677,850 $253,385 $1,931,235  $3,586,580

FY 06-07 Base Request
The FY 06-07 Base Request assumes continuationrfgridom the FY 05-06 Long Bill (SB 05-209) and aalzes HB 05-1262
(Tobacco Tax) based on the Department’s fiscal fidte.table below builds to the FY 06-07 base request.

Cash Funds
Exempt

Children’s Cash Funds

Basic Health Exempt Health Total Cash
FY 06-07 Base Request Including Total Plan Trust Care Expansion Funds Federal
the Annualization of HB 05-1262 Funds Fund Fund Exempt Funds
SB 05-209 Long Bill $6,218,783 $2,176,574 $0 $2,176,574 $4,042,209
HB 05-1262 Medicaid Asset test ($3,291,792) ($1,152,127 $0 ($1,152,127 ($2,139,665
HB 05-1262 CBHP to 200% FPL $655,8[77 $0 $229,557 $229,557| $426,320
HB 05-1262 Marketing $1,286,050 $450,118 $0 $450,118 $835,932
HB 05-1262 Network Stabilization $200,000 $0 $70,000 $70,000 $130,000
Final Base Request $5,068,919  $1,474,565 $299,557 $1,774,122 $3,294,797

STATE-ONLY PRENATAL PROGRAM

This temporary program was authorized under SB (U3-@8ly for FY 03-04. It was in response to consteof the federal

demonstration waiver for the Children’s Basic HedMan Prenatal and Delivery Program that prevetitedprogram from serving
pregnant women if their children’s enroliment onbéfits were restrained. Further, new enrollmens weatirely discontinued in the
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Children’s Basic Health Plan Prenatal and Deliverggram in May 2003 and the program was completiedpended on November
1, 2003 so that a cap on new enrollment for childreuld be put in place. Thus, from May 2003 throdghe 2004, the Children’s
Basic Health Plan Prenatal and Delivery Programradew enrollees. However, women who were enrafiettie program at that
time remained covered for their deliveries and atalfpostpartum care. While the majority of wonied delivered and completed
their postpartum care by November, some had noesdhhemaining women were transferred into the ®atg Prenatal Program,
which covered their delivery and postpartum camgscoThe calculations and initial appropriationtfis program were as follows.

Appropriations Clause from SB 03-291 for State-OnlyPrenatal — 100% General Fund

1 | Number of Deliveries 8

2 | Delivery Cost $3,965.00
3 | Total Delivery Costs (row 1 x row 2) $31,720
4 | Member Months of Women'’s Medical Care 33

5 | Cost of Women’s Medical Care (per member per mmont $363.00
6 | Total Medical Care for Women (row 4 x row 5) $11,980
7 | Total Prenatal Estimated Expenditures (row 3 + rpw 6 $43,700

The above calculations include rounding

Revised estimated expenditures were addressedlB8a Emergency Supplemental submitted to the JainlgBt Committee on
August 1, 2003. The request was approved, andppepriation was increased under HB 04-1320, thepmental Bill. Initial
estimates for SB 03-291's fiscal note had assurhatinew enrollment in the Children’s Basic HealtanPPrenatal and Delivery
Program would cease by mid-April, 2003, but thé Wwas not signed until the first week in May. Cegsently, more women were
enrolled in the Children’s Basic Health Plan Prahahd Delivery Program in November than origingligjected, resulting in more
women rolling over into the State-Only Prenatal gPan in November. The 1331 Emergency Supplementalnasd that 52
deliveries would be covered under this program,mthe appropriation from SB 03-291 had assumed 8.

Supplemental Appropriation (HB 04-1320) for State-@ly Prenatal Program
Number of Deliverie 52
Cost Per Delivery $3,965.00
Total Delivery Costs $206,180
Number of Prenatal/Postpartum Mor 215
Women's Medical Care per member per month $363.00
Total Prenatal/Postpartum Medical Care $77,864
Total Prenatal State Only Estimate $284,044
Additional Funding for State-Only Appropriated leetEmergency Supplemental $240,344

The above calculations include rounding
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There was no appropriation in FY 04-05 and for FYOB5 There is no request for FY 06-07.

COMPREHENSIVE PRIMARY AND PREVENTIVE CARE FUND

The Comprehensive Primary and Preventive Care Foadtem receives monies from the Tobacco Litiga@ttlement Cash Fund
as Cash Funds Exempt, and then transfers these fanti® Comprehensive Primary and Preventive Caentdine item to be
expended. As a result, final appropriation amotmtshe Comprehensive Primary and Preventive Carel and the Comprehensive
Primary and Preventive Care Grants line items anencensurate. SB 00-71, Concerning the Use of MoReceived Pursuant to the
Tobacco Litigation Settlement, created the ComprsgirenPrimary and Preventive Care Fund as one d¢it dimds that receives
monies from the Tobacco Litigation Settlement Caghd: According to statute 26-4-1007, C.R.S, “Begig with the 2000-01
fiscal year, and for each fiscal year thereaftee, General Assembly shall appropriate to the furgercent of the total amount of
monies received by the State pursuant to the mastdement agreement, not including attorney &®kcosts, during the preceding
fiscal year; except that the amount to approptiatthe fund shall not exceed six million dollarsany fiscal year.” HB 04-1421
decreased the maximum appropriated funds to 3%eotatal monies, not to exceed 5 million in angdisyear.

Each year the Office of State Planning and Budgetimdjthe Legislative Council forecast the annuakaypriations for each tobacco
funded program based on an estimate of the totatanagettlement payment that the State will receiV@e Legislative Council

prepares a "Tobacco Trust Fund Balance and Annuatoppiations” report that delineates the funds add for all of the tobacco
programs including the Comprehensive Primary arelétitive Care Fund. Each year the forecasted anlagmounts vary

depending on the actual master settlement payntkeatshe State receives. When this occurs, thee@eémssembly adjusts the
Department’s final appropriation to incorporate thest recent information through the supplementatgss. Due to this continual
variance between the appropriation and the suppitahadjustment initiated by the Joint Budget Cottesi, the chronological fiscal
year final appropriations do not reconcile. Thdolwing table shows the Long Bill appropriation, \&ell as those adjustments
resulting from legislation, for the past five fisgaars.

Appropriation History for Comprehensive Primary and Preventive Care Fund

FY 01-02 FY 02-03| FY 03-04 FY 04-05| FYO05-06 FY@@
Base

Request

$2,668,034

Prior Year Appropriation L

Long Bill Appropriation $5,191,389$5,939,047 $5,939,047 $5,239,78¢
HB 02-1370 Supplemental Appropriation ($34,857) $0 $0 $0
SB 03-190 Tobacco Reallocation $($679,130 $0 $0 $0 $0
SB 03-019 Allocation for State Auditor's Fees $0 $0 ($7,942) $0 $0 $0
SB 03-282 Tobacco Reallocation $0 $0| ($508,494 $0 $0 $0
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Appropriation History for Comprehensive Primary and Preventive Care Fund
FY 01-02 FY 02-03| FY 03-04 FY 04-05| FYO05-06 FY@@
Base
Request
HB 04-1331 Department of Public Health and
Environment Supplemental $0 $0 ($3,566) $0 $0 $0
HB 04-1421 Tobacco Reallocation $0 $0 $0| ($2,621,120 $0 $0
SB 05-249 Allocation of Tobacco Settlement $0 $0 $0 $961 $0 $0
SB 05-209 Add-on $0 $0 $0 ($40,936 $0 $0
Tobacco Reallocation and Auditor Adjustment $0 $0 $0 $0 $0 $10,031
Total $5,156,532 $5,259,917 $5,419,045 $2,578,694 $2,668,034 $2,678,065

Although the Comprehensive Primary and PreventiaeeGund was authorized through SB 00-71, thereneagppropriation for FY
00-01. During that fiscal year, the Comprehengtvienary and Preventive Care Grants Program wasopppted directly from the
Tobacco Litigation Settlement Fund. In FY 01-02 ewhhe Comprehensive Primary and Preventive Cand as established, the
final appropriation to the Comprehensive Primarg Bneventive Care Fund was $5,156,532.

In FY 02-03, the Long Bill appropriation (HB 02-13)2was $5,939,047. The General Assembly deterntimgidhe FY 02-03 budget
would be constrained by revenue shortfalls. To heance the budget, SB 03-190, which reallocatedies from the Tobacco
Litigation Settlement Cash Fund to augment the @Gareund, became law. Several cash funds werendihed to allow more
money to be transmitted to the General Fund, oneitoth was the Comprehensive Primary and Prever@iae Fund, and by
extension, the Comprehensive Primary and Preveftare Grants Program. The FY 02-03 appropriatios reduced by $679,130
to $5,259,917. The amount of $201,934 was alsortexvehat year, due to two reasons. First, granfaiéed to meet all of the
contracted deliverables, and secondly, due to tleentainty of the amount of tobacco funds each,ygrants are not made equal to
the total appropriation.

Similarly, the FY 03-04 budget was constrained &yenue shortfalls and further legislation was esthtd supplement the General
Fund. For FY 03-04, the Long Bill appropriationBH)3-258) was $5,939,047. SB 03-019 and SB 034282 reduced the
appropriation for the Comprehensive Primary and/&rve Fund line item. SB 03-019 revised the naetdm in which the State
Auditor’s Office is remunerated for auditing théd&zco settlement programs. The methodology wasgelaainom a fixed proportion
of the total amount received by each program to W%he total amount of monies received by the éSfairsuant to the master
settlement agreement. This amount, appropriatedtie¢dState Auditor’'s Office, comes from a proparéibreduction in the annual
appropriation amounts of each tobacco settlemegram scheduled to be audited. For FY 03-04, itise year the bill took affect,
the total auditor’s fees for all programs was $88,70f which $7,942 came from the Comprehensiven&y and Preventive Care
Fund. SB 03-282 was comparable to SB 03-190 inhithhaallocated the Tobacco Litigation Settlemeaskt Funds to augment the
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General Fund, but in FY 03-04, rather than FY 02-Othe Comprehensive Primary and Preventive Careal kvas reduced by
$508,494 to reflect the impact of SB 03-282. Irdiidn, HB 04-1331, the Department of Public Headthd Environment’s
Supplemental Appropriation reduced the final FYQ@Bappropriation by $3,566 to $5,419,045. The Depamt of Public Health and
Environment is statutorily authorized to provide i®ight to all tobacco-funded programs.

For FY 04-05, the Long Bill appropriation (HB 0422) was $5,239,789. Budgetary constraints ledi¢opassage of HB 04-1421,
which reallocated the funds in the Tobacco Litigati®ettlement Cash Fund to allow for additional GahEBund alleviation. This
resulted in an appropriation of 3% of the total TadwaMaster Settlement monies, not to exceed $Somilin any fiscal year
thereafter. As a result, the FY 04-05 appropratias reduced to $2,618,669.

Subsequently in 2005, the FY 04-05 appropriatios vealuced by $40,936 by SB 05-209 and increasek®6¥ by SB 05-249. The
final FY total 04-05 appropriation was $2,578,69%he appropriation for 05-06 is $2,668,034.

The FY 06-07 estimate of the Tobacco Litigation 8etént Fund allocation for the Comprehensive Prinaay Preventive Fund was
provided by the Office of State Planning and Buohgein June 2005. The initial estimate for the Cosmgnsive Primary and
Preventive Care Fund is $2,678,065, which inclugdsictions for audit and Department of Public Healhdd Environment services.
Therefore, the Department’s request for FY 06-0#2i$78,065, all Cash Funds Exempt.

COMPREHENSIVE PRIMARY AND PREVENTIVE CARE GRANTS PROGRAM

The Comprehensive Primary and Preventive Care GRxoigram derives its funds from the Comprehensrumady and Preventive
Care Fund as Cash Funds Exempt and disperses thetsetd providers through a grant process. The Cemepsive Primary and
Preventive Care Grants Program is authorized bydodiion of Part 10 to the Medical Assistance 2€:4-1001 through 26-4-1007,
C.R.S. The concept of the program was to bestontgjta health care providers to expand primarygméve health care services to
low income, uninsured residents of Colorado. Thegm@m receives transmitted funds from the Compr&kenPrimary and
Preventive Care Fund (see the Comprehensive PriamatyPreventive Care Fund above for the fundingha@sm), which receives
its funding from the Tobacco Litigation SettlemennH.

The Comprehensive Primary and Preventive Care GRroggram was created to expand health care semad@slorado’s uninsured
or medically indigent populations at or below 20@¥%the federal poverty level (or $38,700 for a fmof four in 2005). The
enabling legislation (SB 00-71) specifies that phegram should not supplant or expand State Medlithe Children’s Basic Health
Plan, or the Colorado Indigent Care Program.

Grants are awarded through an application proeasis,input from an Advisory Council appointed byetkxecutive Director of the
Department of Health Care Policy and Financing. Dlepartment can spend up to 1% of the funding finiaistration purposes.
Grants are awarded to providers who use the fumds t
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* Increase access to comprehensive primary carecesrfor uninsured or medically indigent patientovelne served by qualified

providers;

» Create new services or augment existing servicedged to uninsured or medically indigent patieots;
» Establish new sites that offer comprehensive printamg services in medically underserved areas efstate or to medically

underserved populations.

The majority of grant money has been spent on expgndinics and increasing the availability of pany care services for the
uninsured or medically indigent by hiring additibstaff and purchasing equipment and supplies.efphojects include establishing
a drug subsidy program, creating a diabetic prograaneasing the availability of pharmaceuticalsifaligent patients, and opening
new facilities to provide dental services. Appfitacan request grant funding for one to threesydapending on available funding.

The following table shows the grant award histonythe Comprehensive Primary and Preventive Carat&Rrogram.

History for the Comprehensive Primary and Preventive Care Grants Program

FY 02-03

FY 03-04

FY 04-05

FY 05-06

FY 06-07

FY @8

Total Number of Active Grants

1

8

21

16

13

7

Total Number of Providers

1

4

14

10

9

5

N

Type of Grants

Medical Services Only

Dental Services Only

Mental Health Services Only

Medical and Dental Services

Construction and/or Equipment On

Construction and Medical Services

Construction and Dental Services

3
L
0
1
5
1
2

Construction, Medical and Dental
Services

PR IFPIOOCIO|W|©

OO|O|Rr | |O|~|0

OOC|O|IN|O|F (|00

OO|O|O|FR | |O|~

O|0|0O(O(O|O0|OIN

Construction and Mental Health
Services

o

=

o

o

o

Medical and Mental Health Service

U7

0

1

1

1

0

Total Amount of Awarded Active
Grants

$4,965,304

$5,018,980

$2,244,900

$2,532,508

$827,808

$195,152

Total Amount Awarded for Future
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FY 02-03 | FY03-04 | FY 04-05 | FY 05-06 | FY 06-07 | FY @8
Years
FY 03-04 $2,166,498 N/A N/A N/A N/A N/A
FY 04-05 $1,190,170 $1,340,170 N/A N/A N/A N/A
FY 05-06 N/A $100,000 $547,097 N/A N/A N/A
FY 06-07 N/A N/A $298,842 $827,808 N/A N/A
FY 07-08 N/A N/A N/A $195,152 $195,152 N/A
Number of Patients Receiving 12,607 15,400 10,010 3,724 2,252 821
Medical Services
Number of Medical Visits 33,094 41,000 22,534 10,848 6,568 2,121
Number of Patients Receiving Dental 3,000 5,500 5,525 60 150 0
Services
Number of Dental Visits 8,36P 10,500 9,596 96 375 0
Number of Patients Receiving N/A N/A 76 125 125 0
Mental Services
Number of Mental Visits N/A N/A 679 1,043 1,043 0
! This amount reflects the decrease in appropriatomsbacco settlement-funded programs that occutueithg the 2003 legislative
session.

In FY 02-03, 18 grants were awarded to 14 uniquigers. These grants included eight medical sergrants, one dental service
grant, five construction grants, and four grantthwaombination purposes. Multiple year grants wanarded in FY 02-03 that
reserved $2,166,498 in funding for projects thatilddoe completed in FY 03-04 and $1,190,170 fojguts that would be completed
in FY 04-05. Consequently, the amount of fundingilable for new grants in FY 03-04 and FY 04-O5swaduced by those
amounts. Medical and dental services were providéd 04-05 to 12,607 and 3,000 patients respeltiv

In FY 03-04, the number of grants increased to\&hdhough the number of unique providers wascstedim FY 02-03. Multiple
year grants were awarded in FY 03-04 that resefuading for $150,000 to projects that would be ctetgd in FY 04-05 and
$100,000 to projects that would be completed in0BY06. Consequently, the amount of funding avé&ldtr new grants in FY 04-
05 was reduced by $1,340,170 ($1,190,170 from F0Od2ontracts plus $150,000 from FY 03-04 contdactdedical and dental
services were provided to approximately 15,400%600 patients respectively.

In FY 04-05, 16 grants were awarded to ten uniqoeigers. Multiple year grants were awarded in®4¥05 that reserved $547,097
in funding for projects that would be completedRN 05-06 and $298,842 for projects that would bengleted in FY 06-07.

Page M-210



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND MIEMNG; FY 06-07 BUDGET REQUEST,; ASSUMPTIONS AND@AIATIONS

Consequently, the amount of funding available fewrgrants in FY 05-06 was reduced by $647,097 (f00from FY 03-04
contracts plus $547,097 from FY 04-05 contractdedical and dental services were provided in 04eD&n estimated 10,010 and
10,500 patients respectively.

The following table illustrates the funding histoof the Comprehensive Primary and Preventive CaranGrProgram. As
summarized above, the funding was originally appabed directly to the Comprehensive Primary andvBntive Care Grants
Program in SB 00-71 in FY 00-01, and then throdgh@omprehensive Primary and Preventive Care Rutitei Long Bill each year
thereafter. Due to the continual variance betwibenappropriation and the supplemental adjustnm@hated by the Joint Budget
Committee for the Tobacco Litigation Settlement Fynithe chronological fiscal year final appropriasodo not reconcile. This
methodology was changed for the FY 06-07 column.

Appropriation History for Comprehensive Primary and Preventive Care Grants Program
FY 01-02 FY 02-03 FY 03-04 FY 04-05| FY 05-0p6 FY@¥
Base
Request
$2,668,034

Prior Year Appropriation |

Long Bill Appropriation $5,191,389 $5,939,047 $5,939,047 $5,239,789 $2,668,03

HB 02-1370 Supplemental Appropriation ($34,857) $0 $0 $0 $0 $0
SB 03-190 Tobacco Reallocation $0($679,130 $0 $0 $0 $0
SB 03-019 Allocation for State Auditor’'s Feegs $0 $0 ($7,942) $0 $0 $0
SB 03-282 Tobacco Reallocation $0 $0| ($508,494 $0 $0 $0

HB 04-1331 Department of Public Health and

Environment Supplemental $0 $0 ($3,566) $0 $0 $0
HB 04-1421 Tobacco Reallocation $0 $0 $0| ($2,621,120 $0 $0
SB 05-249 Allocation of Tobacco Settlemen $0 $0 $0 $961 $0 $0
SB 05-209 Add-on $0 $0 $0 ($40,936 $0 $0
Tobacco Reallocation and Auditor Adjustment $0 $0 $0 $0 $0 $10,031
Total $5,156,532 $5,259,917 $5,419,045% $2,578,694 $2,668,034 $2,678,065

PRIMARY CARE FUND

The Primary Care Fund was created in 2005 in se@4e@2-117, C.R.S. This fund receives Cash Fund Bké&ransfers equal to
19% of the Tobacco Tax revenue from Amendment 35. Ddpmartment allocates the monies appropriatededihd by the General
Assembly to qualified providers. This allocationbased on the qualified provider's percent of umiad or medically indigent
patients relative to the total of uninsured or roefly indigent patients served by all qualified yiders. Qualified providers must
meet either of the following criteria:
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. Be a Community Health Center as defined under &&B0 of the Public Health Services Act 42 U.SEC. 254b or
. 50% of total patients served are uninsured, mdgtiaadligent or are patients enrolled in the Medicar the Children’s Basic
Health Plan.

FY 05-06 Appropriation

HB 05-1262 appropriated $44,099,000 of Cash Funésripx to the Primary Care Fund and 1.0 FTE. $44,0009to be distributed
to qualified providers and $99,000 is for persas®lices and operating expenses related to thETEQ These expenditures do not
receive a federal match. At this time, distribnS@re expected to occur in February 2006.

FY 06-07 Base Request

The FY 05-06 appropriation includes revenue colbegifor January through June 2005, as well as YoO5-06. Revenues are
projected to decline in future years with the deelin tobacco use. The FY 06-07 Base Request i8#3,000 in Cash Funds
Exempt based on a March 2005 Legislative Counciff $évenue forecast found on page 6 of the Apri] 2605, Joint Budget
Committee Staff analysis for HB 05-1262. The BasqurRst for FY 06-07 reduces the FTE for the Primame®und to 0.5.
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(5) OTHER MEDICAL SERVICES

OLD AGE PENSION STATE MEDICAL PROGRAM

The Old Age Pension State Medical Program Long Big litem, also known as the Old Age Pension Heaftth Medical Care
Program, provides limited medical care for non-Meadi individuals receiving Old Age Pension graniigible recipients for these
program benefits are over the age of sixty but dionrmeet the Supplemental Security Income critenid are therefore ineligible for
Medicaid. This population is not sufficiently dised to qualify for Supplemental Security Income. isT®Id Age Pension State
Medical Program is funded through the $10 millioild @ge Pension Health and Medical Care Fund estadtl in the State’s
constitution (article 24) and Colorado Revised @& (26-2-117 (2), C.R.S.). In FY 02-03, HB 0244 2Zreated an additional fund in
the amount of $1,000,000 (the Supplemental Old Rgasion Health and Medical Fund); however, the ifumdvas reduced to
$750,000 in FY 03-04 via SB 03-299. During FY ®Bigure Settind? the Joint Budget Committee combined the two fugdin
sources into a single line item for FY 04-05 fototal of $10,750,000. The FY 05-06 appropriatioonirSB 05-209 continued
funding at this level. This program is 100% Stateeled and is not an entitlement. Thus, the autbdriap cannot be exceeded.

HB 05-1262 (the tobacco tax) allocates 3% of tHetoco revenue generated through Amendment 35 t€alse Fund for Health
Related Purposes. HB 05-1262 also provides th#t 60the Cash Fund for Health Related Purposes Isetannually appropriated
by the General Assembly to the Supplemental Old Rgesion Health and Medical Fund. The appropriatadause for HB 05-1262
increased funding to the Supplemental Old Age Pendiealth and Medical Fund by $943,500 in FY 04a@8 by $2,538,000 in FY
05-06. However, the bill’'s appropriation’s claubmes not increase the spending authority withinQlteAge Pension State Medical
Program line item. Therefore, a budget action bélnecessary for the Department to spend these fandY 05-06. Until such

time, the funds will remain in the Supplemental @ge Pension Health and Medical Fund.

History of Program*®

The Old Age Pension was established in 1936 by aandment to the State constitution, creating arfickdV. This article was
amended in 1956 to add the Health and Medical @avgram and Fund in section 7. Old Age Pensiorfilsrspecified in article
XXIV of the State constitution require that a hbadind medical program be provided to anyone whdifepsato receive an Old Age
Pension cash payment and is not a patient in dnuithen for tuberculosis or mental disease. Sigetisources of General Fund,
(primarily excise taxes) must be earmarked to covercosts of Old Age Pension benefits. As preslpunoted, the amount of the
revenue deposited in the Old Age Pension HealthMedical Care Fund is $10,750,000. Via SB 03-@#f&ctive July 1, 2003, the
Department of Health Care Policy and Financing iveckestatutory authority to administer the Old Agension Health and Medical
Care Program, the Old Age Pension Health and Medleae Fund, the Supplemental Old Age Pension Heald Medical Care
Program, and the Supplemental Old Age Pension KHealtd Medical Care Fund. The Department of Humawmi&ss continues to

15 page 139 Figure Setting March 9, 2004
18 Source of this paragraph is the Office of Legiskat.egal Services, February 7, 2003, in a letiéBé¢nator Steve Johnson.
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have statutory authority to administer the Old Agnsion, the State Old Age Pension Fund, and tHeA@¢ Pension Stabilization
Fund. In these budget documents, the Old Age Beéealth and Medical Care Program is referredsttna “Old Age Pension State
Medical Program.” This is in line with the FY 05-06ng Bill, SB 05-209.

History of Program Administration

Prior to FY 02-03, the appropriation for the OldeABension State Medical Program was made diraaiy the Old Age Pension
Health and Medical Care Fund to the Department @dlth Care Policy and Financing. At that time Department also handled
program administration. Upon review, it was deteed by the Department of Health Care Policy anthkcing and the Department
of Human Services that this was in conflict of eumtr statute. Effective January 4, 2002, progranmmaitithority (including
responsibility for managing, monitoring, and forstag) for this appropriation was transferred te Bepartment of Human Services.
Via General Assembly action effective July 1, 20@#, Old Age Pension funds were consolidated inagpropriation to the
Department of Human Services. However, both theuants for administration and for services weré ‘4tansferred” as Cash Funds
Exempt to the Department of Health Care Policy andr€ing. This is documented in letternote “a” @y@ 60 of HB 02-1420 (FY
02-03 Long Bill).

Under an Interagency Agreement in FY 02-03, the dbepent of Health Care Policy and Financing’s resalities for this
appropriation were changed to process claims, meddedicaid Authorization Cards and provide datat tbould assist the
Department of Human Services to calculate projestior the program. At that time the Departmentafman Services transferred
funding to the Department of Health Care Policy &mhncing in the amount of $146,867 for varioumanistrative costs, with the
remaining funding ($9,853,133) transferred to thep@rtment’s Medical Services Premiums line itenCash Funds Exempt for
payment of claims. This transfer of funds to thedMal Services Premiums Long Bill group was notassary for the payment of
claims, but did allow the dollars to be trackedha Department of Health Care Policy and Finanbindget. However, the presence
of the state only non-Medicaid program in the Matli8ervices Premiums created some confusion. S&Q3ransferred the Old
Age Pension State Medical Program, created in@e@b-2-117 (2), C.R.S. (2005), from the Departnadriduman Services to the
Department of Health Care Policy and Financingatiffe July 1, 2003.

SB 02-299 transferred this program to the Long @ilup “Medical Services Premiums.” Starting in 83-04, this line item resides
in the “Other Medical Services” Long Bill group. &FOther Medical Services” Long Bill group is moseitable than Medical
Services Premiums for three main reasons: 1) this non-Medicaid program; 2) this program is ndijectt to over expenditure
authority; and, 3) this program is not affectedloy cash accounting changes authorized in SB 03-196

The growing demand for health care services bydlest population caused the program to nearly eddes $10,750,000 million

cap four times in the last five years. Reductionoas were necessary when expenditures under lthé&§e Pension State Medical
Program were expected to exceed the available speadthority. In FY 04-05, spending projectiondicated that the appropriation
would not be fully utilized. Consequently, actiomsre taken to increase reimbursement rates in @c®04 and again in July 2005.
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Following is a summary of actions taken since FYO92o contain costs for the Old Age Pension Stéedical Program:

Effective October 1, 1999, inpatient rates for abpitals statewide were reduced to 80% of the Mediate.

Effective January 1, 2002, medical backdating waspaently eliminated.

Effective February 1, 2002, inpatient hospital cager and emergency medical transportation serviezs eliminated for the
remainder of FY 01-02.

Effective February 1, 2002, all provider paymengsg ( payments for practitioners and outpatientises) were reduced to 80%
of the Medicaid rate and the maximum client co-paghwas increased from $100 to $300 per year.

Effective July 1, 2002, most providers in the OldeAgension State Medical Program were reimburs@&2% of the Medicaid
rate. The two exceptions to this reimbursement wagee pharmacists who were paid at the Medicaichlvarsement rate, and
inpatient hospitals that were reimbursed at 68¥hefMedicaid rate.

Effective August 30, 2002, the health maintenangamizations discontinued Old Age Pension State béédProgram clients
after the Department of Human Services advised tinenrY 02-03 rates were 18% lower than FY 01-0@sta

Effective August 30, 2002, Old Age Pension State ifddProgram clients were no longer able to enrmihanaged care options,
including the Primary Care Physician Program.

Effective January 1, 2004 inpatient hospital sewiagre suspended for Old Age Pension State Me@icajram clients. In
addition, all provider reimbursement rates for atigmt hospital, outpatient clinic, practitionerypitian services, emergency dental,
laboratory, medical supply, home health, and tramafion services were decreased from 82% to 50%hef Medicaid rate.
Pharmacists were paid at the Medicaid reimbursenaget

Effective October 15, 2004, the reimbursement ratephysician and practitioner services, emergenagsportation, medical
supplies, hospice services, and home health caress and supplies were restored to 82% of theidagdirate. In addition, the
inpatient hospital benefit was restored to thossphials participating in the Colorado Indigent CRregram and limited to only
those inpatient services available under the Cdtodadigent Care Program. The reimbursement ratenfmatient benefits was
set at 10% of the Medicaid reimbursement rate.

Effective July 15, 2005, the reimbursement rate weaseased from 82% of the Medicaid rate to 100%hefMedicaid rate for the
following expenditure categories: practitioner/ pityjan services, medical supplies, home health sareices and supplies and
transportation. Additionally, the reimbursemeneratas increased from 50% of the Medicaid rate @A ®f the Medicaid rate
for dental and independent laboratory claims. IBinautpatient claims reimbursement was increasech 50% to 62% of the
Medicaid rate.

Administrative Costs Affecting this Line Iltem

The appropriation has also been affected by changég way administrative costs have been handiethe Old Age Pension State
Medical Program. Medical provider claims for Oldjé\ Pension State Medical Program clients have rigatty been processed
through the Medicaid Management Information Systeho. cover these processing costs, a Cash Funds Exappopriation was
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made to the Medicaid Management Information Sydieenitem after reducing the Old Age Pension SkAéelical Program line item
by the same amount. Historically, the Cash Fundsnippt amount appropriated was $146,867 and remaihédat amount for
several years. From FY 98-99 to FY 02-03, the &dpropriation was not expended. In FY 02-03, Department of Human
Services submitted a Supplemental Redtiéstrefinance administrative costs to allow morehef $10,750,000 appropriation to be
used for medical services instead of claims proegdsy the Medicaid Management Information Systdfffective July 1, 2003, via
SB 03-258, this cost was funded directly from tHd 8&ge Pension Fund. It does not result in a spoading reduction to the Old
Age Pension State Medical Program.

Another administrative cost for this program aredhie issuance of Medical Identification Cards. SEheards are provided to Old
Age Pension State Medical Program clients, allowireglical providers to check client identificatiamdeeligibility for services. No
Cash Funds Exempt was appropriated in the yearstprieY 03-04 to cover this administrative costowéver, beginning with FY
03-04, $10,656 was appropriated from the Old Agesia State Medical Program to do so. The FY 04.@%g Bill (HB 04-1422)
reduced the appropriation for this administratiestcto $1,517 due to the efficiencies achieved whth new plastic identification
cards. The FY 05-06 Long Bill (SB 05-209) includedontinuation of funding in the amount of $1,5&7 this administrative cost.
The FY 06-07 Base Request assumes continuationfgrmdithis amount for Medical Identification Cards.

See the table below for a history of administratgsts funded through the Old Age Pension HealthMedical Care Fund.

Old Age Pension State Medical Program Reductions fAdministration Costs
Medical Management Information System Medical Idetification Cards
Fiscal Year Appropriation Expenditure Appropriation /Request Expenditure
FY 98-99 $146,86] $104,56 $0 $0
FY 99-00 $146,86] $75,02] $0 $0
FY 00-01 $146,86] $69,244 $0 $0
FY 01-02 $146,86] $87,691 $0 $0
FY 02-03 $146,86] $86,85] $0 $0
FY 03-04 $0 $0 $10,65¢ $3,82%
FY 04-05 $0 $0 $1,517 $679
FY 04-05 $0 $0 $1,517 N/A
FY 05-06 $0 $0 $1,517 N/A

YAs cited in the Joint Budget Committee Staff's Sepgental Document for the Department of Human ®esjiJanuary 15, 2003, page 10. The corresponding

change in Health Care Policy and Financing was BPRg&financing Administrative Costs of the Old Agension Health Care Program.”
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Caseload History

The table below delineates the caseload historyhisrprogram since FY 90-91. The program’s casefaaduated over the years,
but has risen steadily since FY 02-03. For inforaratl purposes the Department has forecasted eas&lo FY 05-06 and FY 06-07
based on the average annual growth from FY 02-G3(t64-05.

Old Age Pension State Medical Program Caseload Histpand Projection

Year Caseload % Change Source
FY 90-91 Actual 3,586
FY 91-92 Actual 3,540 -1.28%
FY 92-93 Actual 3,446 -2.66%
FY 93-94 Actual 3,011 -12.6206  February 14, 2003 Budget Request, Exhibit B,
FY 94-95 Actual 3,056 1.49% "Caseload History and Projections with Rates of
FY 95-96 Actual 3,150 3.08% Change"
FY 96-97 Actual 3,152 0.06%
FY 97-98 Actual 3,215 2.00%%
FY 98-99 Actual 3,150 -2.02%
FY 99-00 Actual 3,066 -2.67%
FY 00-01 Actual 3,212 4.76% Business Objects America Queries ran on 7/1/04
FY 01-02 Actual 3,782 17.75P6
FY 02-03 Actual 3,794 0.33p6 Average of monthly figures gathered from COLD
FY 03-04 Actual 4,261 11.73M0 MARS R4600 Reports
FY 04-05 Actual 4,766 12.44P%
FY 05-06 Projection 5,343 12.09% Average annual grow from FY 02-03 to FY 04-05
FY 06-07 Projection 5,989 12.09% 12.09%=(11.73%+12.44%)/2

Despite the outcome of caseload forecasts, the reeat will manage the appropriation in accordamdgéh statutory and
constitutional expectations. Reductions may beemadhe scope of services to ensure that the ppptimn is not exceeded.

Expenditure History and Request

The following table delineates historical expendituand includes the appropriation for FY 05-06.udrebates are an offset to
expenditures and help to defray the cost of medienlices. These expenditures do not include therastrative costs displayed in
the table entitled Old Age Pension State MedicabRam Reductions for Administration Costs.
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Old Age Pension State Medical Program Expenditure Hitory and Projection
Year All Expenditures, Before Drug All Expenditures, Average_Number Average Cost
Drug Rebate Rebate | After Drug Rebate of Clients

FY 99-00 Actual $9,681,69( ($663,715 $9,017,98 3,066 $2,%1.24
FY 00-01 Actual $10,639,14{ ($803,201 $9,835,94 3,217 $3,062.2
FY 01-02 Actual $10,468,40 ($930,753 $9,537,65 3,782 $2,521.8
FY 02-03 Actual $11,241,636($495,571 $10,746,06b 3,794 $2,832.3
FY 03-04 Actual $11,447,15| ($700,984 $10,746,17 4,261 $2,521.9
FY 04-05 Actual $10,923,33| ($924,015 $9,999,32 4,766 $2,098.0
FY 05-06

Appropriation N/A N/A $10,748,48 4,829 $2,011.6
FY 06-07 Base

Request N/A N/A $13,260,98 5,98¢ $2,214.2

The FY 06-07 Base Request continues to be the maxiaillowed under current law, minus the administetosts of the Medical
Identification Cards. The Base Request assumedsthiikaappropriation will be increased by the amoointobacco tax revenue
annually allocated to the Supplemental Old Age Penklealth and Medical Care Fund from the Cash FandHealth Related
Purposes. In FY 05-06, HB 05-1262 (Tobacco Tax) @gmpted an additional $2,583,000 to the Fund. eRaee forecasts from
March 2005 (Legislative Council Staff) project raves to decrease slightly in FY 06-07. The fundorg-Y 06-07 is estimated at
$2,512,500. Therefore, the FY 06-07, Base Reqae&t3,260, 983 ($10,748,483+%$2,512,500).

HOME CARE ALLOWANCE

Home Care Allowance, first authorized in 1979 bytia 26-2-122.3, C.R.S., is a State and countgddnprogram that provides
direct payments (subject to available appropriajdo eligible individuals for the purchase of seeg related to activities of daily
living that are necessary to enable the clientetmain at home and prevent more restrictive, expengiacement. It is a non-
Medicaid program. Section 25.5-1-201, C.R.S. (308Gthorizes the Department of Health Care Poliaog &inancing to
administrator the Home Care Allowance Program.

Eligibility for the program is determined as follow#\ Single Entry Point case manager assesses ifliggiet meets the functional
need for the program and ascertains the monthlyuaiecessary for the services the client needsder to remain in the home. A
county eligibility technician enters data into tGelorado Benefits Management System which detemniinthe client is financially
eligible and, if so, how much the client is entitk® receive based on his or her income. The indomts depend on the standard of
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need category and the authorized Home Care Alloevanmount. Home Care Allowance payments curreatige from $1 per month
to a maximum of $439.15 per month, depending onctieat's income; however, 26-2-122.3 (1) (b), G&.R2005) allows for the
amounts paid to eligible persons to be adjustedeasssary and managed within the funds appropriatetie General Assembly.
The Department of Human Services maintains the VelliinRegulations that limit access to the HomeeCAHowance program
based on the need standard.

Approved payments are sent out by the county cfftbeough the Department of Human Services. Theaeent of Health Care
Policy and Financing then reimburses the Departneériiuman Services for the General Fund expendituréhe funding split
calculation is 95% General Fund and up to 5% locaiching funds. The statutes contain a hold hasrpesvision for counties in
which their annual increase for a program area aaemceed five percent over the previous year. [boal funding match is
calculated at the lower of either the prior yearalomatch x 5% or the base recommendation x 5%eas$ection 26-4-525 (1) (c),
C.R.S. (2005).

Below is the appropriation history since FY 99-00.

. _— : Total General Cash Funds
Line Item: Home Care Allowance Appropriation History Funds Fund Exempt
FY 05-06 Long Bill SB 05-209 $10,880,41]1 $10,336,390 $544,021
FY 04-05 Long Bill HB 04-1422 $10,880,41 $10,336,39 $544,02
FY 03-04 Final Appropriation $10880,41 $10,336,39 $544,02
FY 03-04 Supplemental HB 04-1320 ($1,831,995) ($1,739,645) ($92,350)
FY 03-04 Long Bill SB 03-258 $12,712,40 $12,076,03 $636,37
FY 03-04 Figure Setting March 13, 2003 (page 155) $316,000) ($300,000) ($15,000)
FY 02-03 Final Appropriation $13,027,40 $12,376,03 $651,37
FY 02-03 Supplemental SB 03-203 ($2,363,745) ($2,245,558) ($118,1B7)
FY 02-03 Long Bill HB 02-1420 $15,391,15 $14,621,59 $769,55
FY 01-02 Final Appropriation $15,391,15 $14,621,59 $769,55
FY 01-02 Supplemental HB 02-1370 ($727,943) ($691,54(7) ($36,396)
FY 01-02 Long Bill SB 01-212 $16,119,09 $15,313,14 $805,95
FY 01-02 Figure Setting March 15, 2001 (page 273) $294,11/ $279,40 $14,70}
FY 00-01 Final Appropriation $15824,98 $15,033,73 $791,24
FY 00-01 Supplemental SB 01-183 ($650,695) ($618,16D) ($32,535)
FY 00-01 Long Bill HB 00-1451 $16,475,67 $15,651,89 $823,78
FY 00-01 Figure Setting March 6, 2000 (page 171) $323,06 $306,91 $16,154
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. _— : Total General Cash Funds
Line Item: Home Care Allowance Appropriation History Funds Fund Exempt
FY 99-00 Final Appropriation $16,152,60 $15,344,97 $807,63
FY 99-00 Supplemental HB 00-1400 ($609,544 ($587,0711) ($22,473)
FY 99-00 Long Bill SB 99-215 $16,762,15 $15,932,04] $830,10

Prior to the Supplemental Bill for FY 02-03 (SB 233), adjustment to the Home Care Allowance apjpatipn was primarily the
result of Change Requests. These Change Requestdased on recent experience, and aimed at adjusti changes to caseload
numbers or in the average monthly payment. In BY0OB, the Home Care Allowance program was incluidethe Department’s
mandatory 4% budget reductions. The 4% cut redtlvedappropriation by $2,363,745. To meet this rédoca freeze on new
enrollment was implemented on July 1, 2002. Duin¢o45-day timeframe for processing applicatidnis, freeze on enrollment had
no real impact until September 2002 at which tilme freeze reduced program enrollment. This compediide already declining
caseload for Home Care Allowance that was sparkethd recent rise in Medicaid Home and CommunitgdgaServices. Home
Care Allowance expenditures were monitored througti¥ 02-03 to assess the status of budget redwgction December 2002, it
was determined that the enrollment freeze was wobteging the results originally anticipated, pdiyiadue to the later than
anticipated affect of the enrollment freeze. To ke reduced appropriation, the Department of tie@hre Policy and Financing
reduced client payments by 33% for the months oflAMay, and June 2003. Additionally, the Depagtrh of Human Services
(which issues the Home Care Allowance paymentsitified expungements (uncashed checks) that had besdited to their
programs. A portion of these expungements for RYOB totally $258,779 belonged to the Departmenteélth Care Policy and
Financing. These were credited back to the prograppropriation in the Colorado Financial Report8ygtem during Period 13.
Due to the reduction in payments to clients ancctidited expungements, $474,041 of the appropniatient unspent.

As a result of further budget balancing reductifond=Y 03-04, the Home Care Allowance program wettuced by another $315,000
as follows: $300,000 General Fund, and $15,0000imty funds (see page 155 of the March 13, 2008rEigetting document).
With this adjustment, the FY 03-04 Long Bill appriagion was $12,712,406.

The enrollment cap instituted in FY 02-03 causectloasl to decline faster than initially anticipateds a result, the Department
requested a reduction to the FY 03-04 Long Bill rappation in the January 2, 2004 Supplemental Rsg#S-7 Decrease
Appropriation for Adult Foster Care and Home Carldowance for Caseload). The FY 03-04 Supplemenitl (BB 04-1320)
reduced the appropriation by $1,831,995. On pdgef3he Joint Budget Committee staff’'s Supplemiedteument dated January
21, 2004, the final FY 03-04 appropriation of $80#111 was calculated using an average enrolinfeh087 clients and an average
monthly payment per client of $221.85.

In the November 3, 2003 Budget Request, the Depattisubmitted a Base Reduction Item (#BRI-2 TargB&ske Review — Home
Care Allowance and Adult Foster Care ReductiorCfaseload) to reduce the appropriation for FY 04e0$8,568,604. This was due
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to the continuing decline in caseload. Howeveg thquest was denied due to concerns related tdMtietenance of Effort
agreement the State has with the federal SocialirBgdAdministration which requires the State toimtain spending levels on
Supplemental Security Income clients on a calegdar basis. Failure to meet the Maintenance ofrEffigreement would risk the
federal match for all Medicaid programs. For thémson, the FY 04-05 appropriation was left uncednfjom FY 03-04 at
$10,880,411 (see March 9, 2004 Figure Setting pdgé.

As a result of the FY 04-05 appropriation the Dépant lifted the enroliment cap effective Septeni@d4. It was anticipated that
enrollment growth alone would be insufficient tdlyuexpend the appropriation by the end of thedisgear. Consequently, in
addition to removing the enrollment cap, the Daparit increased the Home Care Allowance payments3b6yl5 per member per
month beginning in December 2004. Unfortunatelye do the conversion to the Colorado Benefits Manant System, the
Department of Human Services was unable to repodilenent and expenditure data from September 20@ugh February of 2005.
When reporting was resumed it was discovered thatllenent in the Home Care Allowance Program hatl grown as fast as
anticipated, thus causing an under expenditureYif4=05.

The FY 05-06 Long Bill appropriation was set at saene level as the FY 04-05 Long Bill.

The table delineates the actual historical casedmaldexpenditures, followed by the appropriationf¥r05-06 and the Base Request
for FY 06-07.

Home Care Allowance FY 99-00 FY 00-01 FY 01-02 FY2603 FY 03-04 FY 04-05*
Caseload 5,852 5,757 5,642 5,060 4,052 3,461
Average Monthly Payment $223.72 $226.52 $226.35 $206.74 $215.32 $253.07
Long Bill Appropriation $16,762,152 $16,475,675 $16,119,094 $15,391,151 $12,712,406 $10,880,411
Supplemental ($609,544) ($650,695) ($727,943) ($2,363,745) ($1,831,995 $0
Reversion ($442,169) ($176,303) ($66,857) ($474,041) ($410,930) ($369,827)
Total Funds (Actuals) $15,710,439 $15,648,6771 $15,324,294 $12,553,365 $10,469,481 $10,510,584
General Fund $14,929,172 $14,866,361 $14,558,079 $11,925,697 $9,945,080  $9,985,055
Cash Funds Exempt (Local) $781,267 $782,316 $766,215 $627,668 $524,401 $525,529

* Caseload and average monthly payment informatias not available for several months during FY 649he Caseload and
Average Monthly Payment information displayed herfom May 2005. The FY 04-05 reversion is anreate based on the
payable booked at the end of FY 04-05.
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Home Care Allowance FY 05-06 Appropriation FY 06-0Base Request
Caseload 4,087 4,087
Average Monthly Payment $221.85 $221.85
Appropriation/Starting Base $10,880,411 $10,880,411
General Fund $10,336,390 $10,336,390
Cash Funds Exempt (Local) $544,021 $544,021

ADULT FOSTER CARE

Adult Foster Care was first authorized in 1977 legt¥®n 26-2-122.3 C.R.S. It is a non-federallyded program providing 24 hour
supervised residential non-medical supervisionaults. Services include room and board, recneatiactivities, supervision of
medications, protective oversight and some asgistaiith activities of daily living. The client’s awincome (less $50 for personal
needs) covers the cost of the room and board. Stae pays for the cost of services. The servioesuat is added to the clients’
cash benefit check to make up the difference betwse client’s income and the Adult Foster Care.rat

Generally, clients receiving Adult Foster Care alsoeive either Supplemental Security Income or &g Pension. The only
additional requirement is that the client meetsappropriateness of placement screening as detedniiyp a Single Entry Point case
manager. A county eligibility technician deternsrigmancial eligibility for Adult Foster Care clien

The funding split calculation for Adult Foster Case95% General Fund and 5% local matching fundeweéVer, the statutes contain
a hold harmless provision for counties in whichirttenual increase for a program area cannot exfieedgercent over the prior

year. Section 26-4-525 (1) (c), C.R.S. (2005) mtes that the local funding match is calculatedhaslower of either the prior year
local match x 5% or the base recommendation x 5%.

; . o : Total General Cash Funds
Line Item: Adult Foster Care Appropriation History Funds Fund Exempt
FY 99-00 Long Bill SB 99-215 $548,84 $521,49 $27,341
FY 99-00 Supplemental HB 00-1400 ($87,710 ($83,424) ($4,286)
FY 99-00 Final Appropriation $461,13 $438,07 $23,057
FY 00-01 Figure Setting March 6, 2000 (page 174) 26(821 ($24,720) ($1,301)
FY 00-01 Long Bill HB 00-1451 $435,11 $413,351 $21,75¢
FY 00-01 Supplemental SB 01-183 ($91,585 ($87,006) ($4,579)
FY 00-01 Final Appropriation $343,52 $326,34 $17,177
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; : o : Total General Cash Funds
Line Item: Adult Foster Care Appropriation History Funds Fund Exempt
FY 01-02 Figure Setting March 15, 2001 (page 275) $19,944 $18,94§ $99¢
FY 01-02 Long Bill SB 01-212 $363,46 $345,29 $18,17!
FY 01-02 Supplemental HB 02-1370 ($119,660 ($113,67[7) ($5,983)
FY 01-02 Final Appropriation $243,80 $231,61 $12,19
FY 02-03 Long Bill HB 02-1420 $243,81 $231,62 $12,19
FY 02-03 Final Appropriation $243,81 $231,62 $12,19
FY 03-04 Long Bill SB 03-258 $243,81 $231,62 $12,19
FY 03-04 Supplemental HB 04-1320 ($86,341] ($82,024) ($4,317)
FY 03-04 Final Appropriation $157,46 $149,59 $7,87:
FY 04-05 Long Bill HB 04-1422 $157,46 $149,59¢ $7,87
FY 05-06 Long Bill SB 05-209 $157,46 $149,59 $7,871

The Adult Foster Care caseload has been in a staaliyne since FY 99-00. This is due to most clients/ing to alternative care
facilities, where the reimbursement rate is highan it is for Adult Foster Care. Because of teeliding caseload, the Department
has submitted numerous negative Change Requestcamt years. On January 2, 2002, the Departmémnited a negative
Supplemental Request (#S-19 Reduce Adult Fostex @aReflect Expected Utilization), which resultedai $119,660 reduction to
the FY 01-02 budget. The resulting appropriatior$243,810 was carried forward into the FY 02-03 ¢.@ill (HB 02-1420) and
into the FY 03-04 Long Bill (SB 03-258). On Janua;, 2004, the Department submitted another neg&ivpplemental Request
(#S-7 Decrease Appropriation for Adult Foster Camd Home Care Allowance for Caseload), which resdluth an $86,341 reduction
to the FY 03-04 budget. The final FY 03-04 appration was $157,469.

In the November 3, 2003 Budget Request, the Depattisubmitted a Base Reduction Item (#BRI-2 TargB&ske Review — Home
Care Allowance and Adult Foster Care ReductionGaseload) to reduce the appropriation for FY 04#0%$121,311 due to the
continuing decline in caseload. However, the retjuas denied due to concerns related to the Mante of Effort agreement the
State has with the federal Social Security Admiaigtn which requires the State to maintain spemdevels on Supplemental
Security Income clients on a calendar year baBalure to meet the Maintenance of Effort agreemvemild risk the federal match
for all Medicaid programs. For this reason, the B4¢05 appropriation was left unchanged at $157(468 March 9, 2004 Figure
Setting page 144).

In an effort to manage the FY 04-05 appropriatioem Department increased the Adult Foster Care Patgniyy $70.69 per member
per month beginning in December, 2004. Unfortugatéue to conversion to the Colorado Benefits Mmment System, the
Department of Human Services was unable to repodilenent and expenditure data from September 20@ugh February of 2005.
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When reporting was resumed it was discovered thratllenent had continued to decline despite thegase in payments, thus causing

an under expenditure in FY 04-05.

The FY 05-06 Long Bill appropriation was set at $lene level as the FY 04-05 Long Bill.

The table delineates the actual historical casedmadexpenditures, followed by the appropriationF¥r05-06 and the Base Request

for FY 06-07.

Adult Foster Care FY 99-00 FY 00-01 FY 01-02 FY 02-03 FY 03-04 FY @&*
Caseload 165 122 87 73 57 217
Average Monthly Payment $218.92  $222.23 $224.66 $219.52 $227.93 $377.72
Long Bill Appropriation $548,841 $435,110 $363,469 $243,810 $243,8100 $157,469
Supplemental Bill Adjustment ($87,710) ($91,585) ($119,660) N/A ($86,341) N/A
Reversion ($27,672)  ($18,175) ($9,268) ($51,514) ($1,567)] ($35,087)
Total Funds (Actuals) $433,459  $325,350 $234,541 $192,296 $155,902 $122,382
General Fund $411,658 $309,082 $222,814 $182,681 $148,107 $116,263
Cash Funds Exempt (Local) $21,801  $16,268 $11,727 $9,615 $7,795 $6,119

* Caseload and average monthly payment informatias not available for several months during FY 84%he Caseload and
Average Monthly Payment information displayed herfom May 2005. The FY 04-05 reversion is anmeate based on the
payable booked at the end of FY 04-05.

Adult Foster Care FY 05-06 Appropriation FY 06-07 Base Request
Caseload 58 25
Average Monthly Payment $226.25 $524.90
Appropriation/ Starting Base $157,469 $157,469
General Fund $149,596 $149,596
Cash Funds Exempt (Local) $7,873 $7,873

Caseload continued to decline in FY 04-05 as dienbved to alternative care facilities where reimmbment rates are higher.
Although the FY 05-06 appropriation assumes a oasedf 58, it is unlikely that caseload will rigethis level. The FY 06-07 Base
Request assumes caseload will stabilize at 25tsliefhe Department is not requesting a reductioapipropriation as spending
against this line item helps to satisfy the Maiatgce of Effort Agreement with the federal Social B¢ Administration. The
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Department may increase reimbursement levels teiggoan incentive for clients to stay in the pragrand to fully expend the
appropriation.

PRIMARY CARE PHYSICIAN PROGRAM MARKET RATE REIMBURSEMEN

This line item, formerly the “Physicians’ Incenti¥®®ol,” was originally funded in FY 82-83, “dedicdtéo equalizing costs which
exceed projections in inpatient and outpatient lalkgervices; the remaining balance to be disteduo the physicians in proportion
with the units of service provided by each” (HB B8234).

SB 97-05 permitted the Physicians’ Incentive Poolding to support a market-rate based incentivengay to physicians beginning
in FY 98-99. The market reimbursement rate (or caamagement fee) was set at $3.00 per member pathrbased on a 1998
survey of other states that indicated that this tiees average market rate for primary care physiciaforty of the fifty states
responded to this survey indicating how they cal@d primary care case management payments andtids® payments were.
Three dollars was the most common payment for pmgrsimilar to Colorado’s. Accordingly, this lineasrrenamed “Primary Care
Physician Program Market Rate Reimbursement” betvégure Setting and the Long Bill appropriatioh.Department report to the
Joint Budget Committee, submitted October 1, 20firessed Footnote #59 of SB 01-212 and verified8880 was still the market
rate at that time.

The Joint Budget Committee increased the Departm@&dvember 1, 2001 request to adjust for caseloagtly in the Primary Care
Physician Program. The increase was based on tBe $&r member per month market rate times PrirGang Physician member
months estimated at 649,841 (see FY 02-03 FigutBn§edocument, page 247) for FY 02-03. The numisePrimary Care
Physicians Program clients was then estimated @53 (member months divided by 12 months).

During FY 02-03, caseload in the Primary Care Riigni Program increased dramatically and June’s paymas temporarily
reduced to manage to the appropriation. This lias walso affected by the federal government’s teargancrease of the federal
share for Medicaid service expenditures. The Fédéedical Assistance Percentage (FMAP) for Colorad@s increased by 2.95%
for the fourth quarter of FY 02-03 and all of FY-08. This increase was an internal adjustment kviiee funds splits and was
budget neutral to the total amount of the apprdpna These adjustments were not made through gdbattion, but the accounting
adjustments are shown on Schedule 3.

The appropriation remained level at $1,949,508 inOBY04. Historical appropriation for this linerites as follows:
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Line Item: Primary Care Physician FY 98-99 FY 99-00 FY 00-01 FY 01-02 FY 02-03 FY @B+
Program Market Rate Reimbursement
Estimated Number of Primary Care 50,000 50,000 49,544 53,000 54,153 72,874
Physician Program Clients
Long Bill Adjustment for Enrollment $0 $0| ($16,410) $124,410 $41,508 $0
Appropriation $1,800,000 $1,800,000 $1,783,590 $1,908,000 $1,949,508 $1,949,508

During the 2004 Legislative Session, this line wlminated. A stand-alone Budget Amendment (# BBASvas submitted by the
Department on January 23, 2004, to move fundinnftbe Primary Care Physician Market Rate Reimbuesgrine item to the
Medical Services Premiums line item for rate inse=ato physicians. The Joint Budget Committeeglgrtapproved the request, but
used only 75% of the appropriation for rate incesashe remaining 25% was used as savings.

As this line was eliminated beginning in FY 04-@tere was no request for FY 05-06 and there is famieY 06-07.

UNIVERSITY OF COLORADO FAMILY MEDICINE RESIDENCY TRAINING PROGRAMS

The University of Colorado Family Medicine Residerniawining Programs line item provides payments tspitals to help offset
their costs of participating in the Colorado Fanmildicine Residency Training Program. The Advisogmnission on Family
Medicine at the Department of Higher Education, He&ciences Center administers the program. Bdigr®4-95, the program
was funded entirely with General Fund appropriatethe Department of Higher Education. Starting¥94-95, the majority of the
program’s funding was refinanced with a fund spti60% General Fund and 50% federal funds. This fumdging split was due to
federal regulations allowing Medicaid financial feipation for the payments to the hospitals emalin the program. Since federal
Medicaid funds were involved, a line item approfpoia to the Department of Health Care Policy andaRcing was established.
Currently, there is one clinic and nine hospitastipipating in the program.

The following table and subsequent narrative dethésfunding history for the University of Coloraéamily Medicine Residency
Training Programs.
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Appropriation History for the University of Colorad o Family Medicine Residency Training Programs
FY 03-04 FY 04-05 FY 05-06 FY 06-07
Base
Request

Previous Fiscal Year Final Appropriation $1,905,782  $1,524,626 $1,449,444 $1,576,502
FY 03-04 Joint Budget Committee Recommendation 136E85) $0 $0 $0
FY 04-05 Non Prioritized Decision ltem #11 “Leveiray $0 $85,868 $0 $0
Additional Federal Medicaid Funds”
FY 04-05 Joint Budget Committee Recommendation $0  ($161,050) $0 $0
FY 05-06 Joint Budget Committee Recommendation $0 $0 $127,058 $0
Final Appropriation/Request $1,524,626 $1,449,444 $1,576,502 $1,576,502

In FY 03-04, funding for this line item was redudssed on a Joint Budget Committee recommendatidedrease General Fund by
20% due to budget balancing. Beginning with atidhDepartment of Health Care Policy and Finandieguest of $1,905,782, the
20% reduction of $381,156 resulted in a final F¥MBappropriation of $1,524,626.

During FY 02-03, the federal government increadex federal share of Medicaid expenditures, or duerfal Medical Assistance
Percentage by 2.95%. This increase in federalifigndffected only fourth quarter claims for the yeadjusting the original fund
splits (set at 50% General Fund and 50% federal)ftm$807,289 federal funds and $717,337 Genenadl F This was an accounting
adjustment accomplished by the application of thE Headnote Provision. As a result, the actualengitures for this line, as
reflected in the Schedule 3, will show differenhdusplits between the affected years (FY 02-03RnN®3-04) and subsequent years
(FY 04-05 and beyond).

In FY 04-05, a Non Prioritized Decision Item andant Budget Committee recommendation changed tééqus fiscal year final

appropriation of $1,524,626. The FY 04-05 apprdjmmwas increased for Non Prioritized Decisionnitét11l “Leveraging

Additional Federal Medicaid Funds” from the NovemiBe 2003 Budget Submission which requested peroms®r the State to
leverage $42,934 in additional federal funds bpgfarring expenses from the Commission on Familgidee to this line item for a
total fund increase of $85,868. Furthermore, at¥udget Committee recommendation to reduce thgram by 10%, or $161,050
in total funds, decreased the final total apprdfmmato $1,449,444, consisting of $724,722 in GahEund and federal funds.

In FY 05-06, the Joint Budget Committee recommenaled the General Assembly approved an increasenidirfg of $127,058.
Total funding for this line item for FY 05-06 was,$16,502 with $788,251 in General Fund and $788i2%datching federal funds.
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The Department of Health Care Policy and Financirk¥s 06-07 Base Request remains at the FY 05-O6ogpiation level of
$1,576,502. The fund splits requested are $78d2federal funds and $788,251 in General Fund.

ENHANCED PRENATAL CARE TRAINING AND TECHNICAL ASSISTANCE

This line was added in FY 95-96 to permit trainirffgopooviders in coordinating and evaluating servitest-risk pregnant women,
with the goal of reducing low-weight births. Whtlds program is supported by Medicaid funds, teg&rtment of Public Health and
Environment is responsible for its administratidrne federal financial participation rate for thisdiitem is 50%.

The FY 02-03 Long Bill (HB 02-1420) appropriation sw#163,852. This represents a decrease of $23radilthe FY 01-02 final
appropriation of $186,993. This reduction was tesult of a decrease in the costs associated wéhDépartment's Integrated
Registration and Information Systems. This wasceoedance with Joint Budget Committee approvalhef Department of Public
Health and Environment’s Decision Item for Operatitxpenses (Department of Public Health and Environisiéfigure Setting,
March 11, 2002, page 109).

For FY 03-04, the Long Bill appropriation was $1108). This appropriation was due to further redungtirom budget balancing of
$8,032 total funds, program annualization reductib$45,622 total funds, and the pay date shifD88 total funds. The $45,622
total funds reduction was in accordance with JBudget Committee approval of the Department of Ruéalth and Environment’s
Decision Item #6 during Figure Setting (March 1002, page 65).

For FY 04-05, the Department of Public Health angiEmment calculated the base request includindgahewing:

e A decrease of $110 total funds for the Health Stias and Vital Records budget line not implemerinedy 03-04;

* A decrease of $34 total funds related to Women'altdiePersonal Services budget line as part of tifieeOof State Planning and
Budget's 2% reduction;

* A reduction of $577 total funds for Information Teclhogy services; and

* A decrease of $6,043 total funds from the Healtiniition and Disease Prevention indirect cost bulitgetas a correction.

These reductions resulted in the FY 04-05 Long &ifpropriation of $102,346 total funds ($51,173 Gahleund and $51,173 federal
funds). The amount of $102,346 was sent from thpaDment of Health Care Policy and Financing to Elepartment of Public
Health and Environment in the form of a Cash Fund=nipt transfer.

At the Department of Public Health and Environmeéhg amount of $102,346 was split over a numberitérént lines. This
includes $3,550 in the Health Statistics and VRakords line, $15,145 in the Information Technol&gyvices line, $1,602 in the
Prevention Services Division line, and $82,04%ia ¥YWomen'’s Health — Family Planning line.
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For FY 05-06, the Department of Health Care Polmyd Financing was appropriated $102,346 for thsg@am which was
transferred to the Department of Public Health Bngironment in the form of a Cash Funds Exempt teansThe FY 06-07 Base
Request is for continuation funding.

Please note that all Change Requests and Base tieditems for the Department of Public Health &wironment are found in the
Department of Public Health and Environment’s Budgequest.

Line Item: Enhanced Prenatal Care Training Program FY 04-05 | FY 05-06 Appropriation Y FC{)S;]CL)JYGEtase
Final Appropriation from Previous Fiscal Year $109,11( $102,34¢ 102,346
Adjustment to Indirect Cost Assessment during Bsguest $0 $0 $0C
Calculation for FY 05-06
Health Statistics and Vital Records reduction (Mad reduction n( ($110 $0 $0
implemented in FY 03-04)
Women's Health, Personal Services OSPB 0.2% Rexhucti ($34 ($0 ($0
Health Promotion and Disease Prevention, Indirecteéttion ($6,043) $0 $0
Reduction to Information Technology Services ($577) $0 $0
Increase in POTS (information provided by DPHE Staff) $0 $Q $0
Total Funds — Long Bill Appropriation/Request $102,34¢ $102,34¢ $102,34
General Fund $51,171 $51,171 $51,17]
Federal Funds $51,171 $51,17 $51,17]

NURSE HOME VISITOR PROGRAM

This program was created as a result of SB 00-7twdppropriated Tobacco Settlement funds. This progs intended to provide
educational, health and other resources for newnganothers during pregnancy and the first yeartheir infant’'s lives. The
program offers home visits by trained nurses tst-fime mothers with incomes at or below 200% @f ploverty rate. Shortly after
implementation, the Department of Public Health &mgdironment began investigating the possibilityobfaining federal Medicaid
matching funds using Tobacco Settlement funds asStla¢e match for the Nurse Home Visitor Programccakdingly, the
Department of Public Health and Environment, workwith the Department of Health Care Policy and Reiag, researched the
possible ways through which federal Medicaid fugdiould be obtained. Based upon the research,d@Pe program clients were
eligible for Medicaid and 79% of the services thia nurses provided qualified for Medicaid reimlemngnt as Targeted Case
Management services. As a result, it was deteminihat federal Medicaid match could be claimedtha services that the nurses
provided to those clients who were Medicaid eligibBy utilizing the additional federal Medicaidhfiling, the Department of Public
Health and Environment would able to expand the rerrobclients served by the program without incregState funds.

Page M-229



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND MIEMNG; FY 06-07 BUDGET REQUEST,; ASSUMPTIONS AND@AIATIONS

During the FY 02-03 Figure Setting process, theo@mo Department of Public Health and Environmebiggision Item #12 was
approved by the Joint Budget Committee. This retgaiésved the Department of Public Health and Enwinent to utilize a portion
of the Tobacco Settlement Funds for the progranedeive federal Medicaid funding and increase thaber of people served by the
Program, which had previously operated solely anThbacco Settlement funds. However, an oversighhg the Figure Setting
process for the Department of Health Care Poliay Rimancing failed to increase the spending autyami the Long Bill (HB 02-
1420), and the financing was unable to proceed.

To correct this situation, a FY 02-03 Supplemental &Y 03-04 Budget Amendment request was submdtedanuary 2, 2003

(#NP-S6, NP-B1) to fund:

= $124,000 total funds ($31,000 Cash Funds Exempt$&3j000 federal funds) in FY 02-03 for program iempéntation and
computer development for the Medicaid Managemeiotrimation System contract, and

= $3,009,618 total funds at 50% federal match in BYO@ for Medicaid services in this line item.

The Supplemental Request and Budget Amendment wegneabproved by the General Assembly.

There were no expenditures against this line itelfkYn03-04. However, the Department did a retroacfederal draw for the
Medicaid share of Nurse Home Visitor claims thatildohave been charged to this line item with dateservice in the first two
quarters of FY 03-04, but these funds were revaxedtie General Fund. A retroactive federal drawNurse Home Visitor claims
with service dates in the last two quarters of BY0O4 was made and the funds reverted to the GeReral as soon as the necessary
information was received and verified. In additiam February 2004, the Department did a retroactiaim for Medicaid related
Nurse Home Visitor services back to the federaldligjuarter that began January 1, 2002. These fuads reverted to the General
Fund in FY 03-04. As of July 1, 2004, system clenigave been completed, and these services aréeiog billed, in the typical
manner, through the Medicaid Management Informafystem. For FY 04-05, the Department requeste@pomopriation of
$3,009,618. The Joint Budget Committee added antemhadjustment of $382 to this amount for a fiappropriation of $3,010,000
($1,505,000 Cash Funds Exempt and $1,505,000 felledicaid dollars). Continuation funding was appiated for FY 05-06.

The Department of Public Health and Environment gpoasible for the administration of this prograiSee the Department of
Public Health and Environment Budget Request fotifjaation and calculations regarding the final wegt. The federal financial
participation for this line item is 50%. For FY -0@, a continuation request of $3,010,000 was vedefrom the Department of
Public Health and Environment. Currently, theraashistorical data with Medicaid client particigatiin the program from previous
years upon which to estimate a reasonable utiimadjustment from one year to the next.
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Line Item: Nurse Home Visitor Program FY 03-04 FY @-05 | FY 05-06 Appropriation Y Sg;}?jegase
Final Appropriation / Request $3,009,61{ $3,010,00 $3,010,00 $3,010,00
Cash Funds Exempt $1,504,80{ $1,505,00 $1,505,00 $1,505,00
Federal Funds $1,504,80{ $1,505,00 $1,505,00 $1,505,00

COLORADO AUTISM TREATMENT FUND

The Colorado Autism Treatment Fund was created 420 section 26-4-695, C.R.S through the passdgeBo04-177. The
purpose of the fund is for paying the State’s starexpenditures for Home and Community Based $esvifor Children with
Autism. The primary source of revenue for this fusdn allocation of Tobacco Master Settlement fiogéh the form of Cash Funds
Exempt. Cash Funds Exempt are deposited into tie dti the end of each fiscal year for use in the fiscal year. The fund may
also draw interest. Any interest earnings and e®nnexpended at year end remain in the fund adcadrtransferred to other funds.

Home and Community Based Services for Children itism is a waiver program which supports childfeto 6 years of age with
the diagnosis of autism, allowing them to live @ tommunity rather than in an institution, throtilgé provision of waiver benefits.
Implementation of the program in FY 05-06 requireplementation of a federal approved waiver, esthlrig rules, developing
eligibility and assessment tools, enrolling provgjedetermining rates, establishing a payment systed providing oversight. The
number of children served is limited by the avdedionding. Funding is appropriated annually by @eneral Assembly.

The Cash Funds Exempt is ultimately transferred & Nedical Services Premiums line item and othee litems within the
Executive Director’s Office Long Bill group. The @aBunds Exempt spent within those line items remitssbe State’s share of the
total program expenses. The federal funds matchaigable under Title XIX of the federal Social Sates Act.

FY 05-06 Appropriation

SB 05-209 (the FY 05-06 Long Bill) appropriated $33%3 of Cash Funds Exempt from Tobacco Master &edtie monies to the
Colorado Autism Treatment Fund for FY 05-06. Thedlsnote for SB 04-177, estimates that this amainfunding will be
sufficient to serve 75 clients at varying rate@r FY 05-06, expenses are being incurred for PaisBervices and Operating for 1.0
FTE, modifications within the Medicaid Managementolnfiation System and the Colorado Benefits Manage/@gstem, and the
cost for disability determinations for these clgent

FY 06-07 Base Request
The FY 06-07 Base Request for the Colorado Autismatfiment Fund is $999,411 in Cash Funds Exempt. $himsed on a July
2005 projection of Tobacco Master Settlement Agregraocations by the Office of State Planning @&tlgeting. The projection
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was reduced by an estimated $589 to account ferfthid’'s share of expenses related to the DepattwfeRublic Health and
Environment’s costs for oversight and monitoringfobacco Master Settlement programs.

SB 97-101 PUBLIC SCHOOL HEALTH SERVICES

In 1997, the Colorado General Assembly authoriadalip school districts, Boards of Cooperative EdiscaServices (BOCES), and
State K-12 educational institutions to receive fatlenatching funds from the Department of HealthreCRolicy and Financing
providing health services to Medicaid eligible stats through C.R.S. 26-4-531. The intent of theslagon was to:

» Support local school health and related services;

* Increase access to preventive and primary healthseavices for low-income, uninsured and undew+ied children; and

* Improve coordination of care between schools aradtineare providers.

The legislation allows districts to finance heal#rvices through the receipt of matching federaleTXlIX funds for Medicaid
services to Medicaid-eligible children. The matchfonds must be used to expand health serviceallfchildren. However, up to
30% of the reimbursed funds can be used for ingatto increase access to health care for unidsamd underinsured children. The
State match for the federal financial participati®through certified funds from the school digsitor ongoing health care services, a
conceptual "in-kind" match. The legislative intémthat no General Fund dollars be used to sughrtprogram. Funding for this
program has increased as more school districtgjpeatie.

Although district participation in the program grevgnificantly while the program was being develbpthe Department estimates
that participation has leveled off. The Departmestimates that for FY 06-07, about 134 districtff take part in the program.
About 37 of these districts will be represented7/bBOCES. This indicates the number of districts #ztially participate in the
program, not the number of districts that subntalservice plans.

Administration of the program occurs jointly betwetne Department of Health Care Policy and Finape@nd the Department of
Education via an Interagency Agreement. The Depattroé Health Care Policy and Financing administatiunds pay for
processing claims through the Medicaid Managemefdrmation System and personal services. The Dmapatt of Education
administrative funds pay for providing schools wikchnical assistance, reviewing and receivingtladl local service plans,
conducting on-site reviews, submitting annual repoand personnel. The total administrative costsbbth Departments are
subtracted “off-the-top” from the federal fundstlwihe remainder being distributed to the schostridis.

Under SB 97-101, the allowable State administratiests for both the Department of Health Care Fadiod Financing and the
Department of Education was $200,000 or 2% of tted tmnual amount of federal funds allocated tocibr@racts for the entire state,
whichever was greater. During March 15, 2001 FegBetting, page 281, deliberations on SB 01-21& Jtint Budget Committee
recommended reductions in the Department’'s Meditagrams Administration, Medicaid Management Infation System, and
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Personal Services line items because the Departexereded the statutory cap by over 140%. HB @B ldcreased the allowable
administrative overhead statewide from the 2% & b@ginning July 1, 2001.

On January 2, 2003, the Department of Health CalieyPand Financing submitted Supplemental Regti#d4tand associated Budget
Amendment #8. These approved Change Requests tethedepartment of Health Care Policy and Finaggisimdministrative
costs from $401,838 to $365,940. This reduction tagesult of decreased Medicaid Management Irdion System costs and a
reduction in FTE from 2.2 to 1.7 from what had beeaticgpated in HB 01-1199. On November 12, 2002 Department of
Education submitted a memorandum to the Joint Bu@getmittee requesting an increase in administrdtimeiing from $91,339 to
$179,470 for FY 03-04 to increase staffing, consglservices, and training for the school districihe Joint Budget Committee
staff analyst added this request into the long @mpations bill, SB 03-258 which was approved. Tbokowing table details the
funding history for the SB 97-101 Public School He&ervices program.

Appropriation Reconciliation for Public School Heakh Services Program
FY 02-03 Federal Funds C?ESh Funds Total Funds
xempt

Total Funding for School Health Services $11,485,352 $11,485,352 $22,970,704
Executive Director’s Office, Medicaid Managementolmhation System ($282,801) $0 ($282,801)
Executive Director’s Office, Personal Services &0387) $0 ($119,037)
Final Appropriation i
Other I\El)gdicpal Services, SB 97-101 Public School Héa Services $11,083,514 $11,485,352 $22,568,866

FY 03-04
Total Funding for School Health Services $15,131,305 $15,131,305 $30,262,610
Executive Director’s Office, Medicaid Managementolmhation System ($273,250) $0 ($273,250)
Executive Director’s Office, Personal Services (292) $0 ($91,212)
Executive Director’s Office, Operating ($1,478) $0 ($1,478)
Department of Education ($179,470) $0 ($179,470)
Final Appropriation o
Other Medical Services, SB 97-101 Public School Héa Services $14,585,893 $15,131,303 $29,717,200

FY 04-05
Total Funding for School Health Services $15,131,305 $15,131,305 $30,262,610
Executive Director’s Office, Medicaid Managementoimhation System ($273,250) $0 ($273,250)
Executive Director’s Office, Personal Services (292) $0 ($91,212)
Executive Director’s Office, Operating ($1,478) $0 ($1,478)
Department of Education ($179,470) $0 ($179,470)
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Appropriation Reconciliation for Public School Heakh Services Program

Cash Funds

FY 04-05 Federal Funds Exempt Total Funds
SB 05-112 (FY 04-05 Supplemental Bill) MMIS Redocti $88,301 $88,301
Final Appropriation
Other Medical Services, SB 97-101 Public School Héa Services $14,674,19¢€ $15,131,305 $29,805,501
FY 05-06
Total Funding for School Health Services $15,131,305 $15,131,305 $30,262,610
Executive Director’s Office, Medicaid Managementoimhation System ($193,02D) $0 ($193,022)
FY 05-06
Executive Director’s Office, Personal Services (%35) $0 ($85,776)
Executive Director’s Office, Operating ($1,478) $0 ($1,478)
Department of Education ($179,470) $0 ($179,470)
SB 05-209 (FY 05-06 Long Bill) $14,671,559 $15,131,305 $29,802,864
Id—IOBW?]S-1262 (Tobacco Tax) Children’s Extensive Suppaaiting list buy $67.471 $67.471 $134.942
II_—IB 05-1262 (Tobacco Tax) Home and Community Baseti&ss waiting $625 123 $625.123 $1.250.246
ist buy down
Final Appropriation A
Other Medical Services, SB 97-101 Public School Héa Services $15,364,15¢ $15,823,89¢ $31,188,053
FY 06-07 Base Request
Total Funding for School Health Services $15,131,305 $15,131,305 $30,262,610
Executive Director’s Office, Medicaid Managementlmhation System ($193,02D) $0 ($193,022)
Executive Director’s Office, Personal Services (9989) $0 ($99,060)
Executive Director’s Office, Operating ($1,478) $0 ($1,478)
Department of Education ($184,168) $0 ($184,168)
Subtotal
Other Medical Services, SB 97-101 Public Schoolltiegervices $14,653,577 $15,131,305 $29,784,882
HB 05-1262 (Tobacco Tax) Children’s Extensive Suppaiting list buy
down $81,229 $81,229 $162,458
HB 05-1262 (Tobacco Tax) Home and Community Baseadi&es waiting
list buy down $712,219 $712,219 $1,424,438
Base Request
Other Medical Services, SB 97-101 Public School Héa Services $15,447,025  $15,924,753 $31,371,778
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The Long Bill appropriation for FY 02-03 was $17,4828. The appropriation consisted of $8,927,16&&sh Funds Exempt
funding from certification of public expendituremd $8,525,325 in federal funds after a reductipthle amount of the Department's
administrative costs of $401,838. The General Asbgapproved Supplemental Request #14 from thealgrzy 2003 request that
increased the appropriation by $5,116,378 to d ¢§t822,568,866 for services (SB 03-203). The $mipental request was based on
the two prior year’'s growth rate average equal 48020f the FY 01-02 expenditures. It was the intehthe Department that
administration expenses for both Departments b@vethoff the top of the federal funds. ExpensegHerDepartment of Education
administration were overlooked during Figure Seittin

In late FY 02-03, the federal government increased federal share of Medicaid or the Federal Médissistance Percentage
expenditures by 2.95%. This increase in federatlifug affected only the fourth quarter claims foe tiiear. The FY 03-04

appropriation was $29,717,200, the splits were BB305 federal funds and $14,585,895 Cash Fundmjfixe The increased

Federal Medical Assistance Percent was budgetaidatthe total fund appropriation. The increastederal funds was countered by
an equivalent reduction in the Cash Funds Exemptigied by the participating school districts. Thi§ustment was automatic with

the application of the “M” Provision so is not affi@al appropriation. As a result, the actual erditures for this line, as reflected in
the Schedule 3, show different fund splits betwtbenaffected years (FY 02-03 and FY 03-04).

For FY 03-04 and FY 04-05, the Long Bill appropoat (SB 03-258 and HB 04-1422) was $29,717,200sisting of $15,131,305
Cash Funds Exempt and $14,585,895 in federal fuAdsual expenditures in FY 03-04 and FY 04-05 wagnificantly lower than
the appropriation. Expenditures for the program imaye been lower due to:

* Changes in Claiming Patterns - After the CenterdMfedicare and Medicaid Services submitted itssediguidelines for school
based claims, many districts stopped submittingnddor certain services. The Department of He@léine Policy and Financing
estimates that in some districts this translatesar30% reduction in claims submitted. Distrighso identified claims that should
have been submitted. Overall, the Department @fitHeCare Policy and Financing is projecting a niegaeffect on the number
of claims; and,

* Health Insurance Portability and Accountability Axft 1996 (HIPAA) Coordination Issues - Followingetimplementation of
HIPAA, all claims codes were changed. Complicatibave arisen in deciphering the new codes.

For FY 05-06, funding was increased as a resuliBf05-1262, the Tobacco Bill. The bill provided \sees to people on the
Children’s Extensive Support and the Home and Conityjw@ased Services waiting lists. This additionahding was for $134,942
and $1,250,246 respectively. The amount allocatedhie Medicaid Management Information System desad from $273,250 to
$193,022. The Personal Services allocation was estfrom $91,212 to $85,776. The total appropriati@s $31,188,052 with
$15,364,153 in federal funds and $15,823,899 imGasmds Exempt.
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The Department’s request for FY 06-07 makes an adprgt from the FY 05-06 appropriation level dugérsonal services common
policy. Incorporating the FY 06-07 common policiesreases the personal services funding neeceilxecutive Director’s Office
Long Bill group from $85,776 to $99,060. The regsltan increase in total funds requested for tims Item for FY 06-07 to
$31,371,778 with $15,447,025 as federal funds drf9R4,753 as Cash Funds Exempt. Since there General Fund in this line
item, and the Department cannot pay more than psogpately billed by the school districts, the Repment believes that enough
federal funds should be retained in the approjorieid ensure all billed claims can be paid in a&giyear.

STATE NURSING FACILITY SERVICE PROGRAM

The State Nursing Facility Service Program no loreyasts. In fact, it was never actually implement&B 03-176, passed on March
5, 2003, aimed to eliminate optional legal immigsaas eligible for Medicaid services. This actieft b gap in care for a fragile
population with high costs in nursing facilitiesThe General Assembly, with the passage of SB 03-p6é&yided a financing
mechanism to operate a grant program to addresgrbup’s medical care. The State Nursing Facd#yice Program was for those
legal immigrants enrolled in the Medicaid nursiagifity program as of March 5, 2003. There waseuefal match for the program
because the clients were not eligible for Medicaid.

The FY 03-04 appropriation of $5,258,508, estabtisineSB 03-266, was not spent, as SB 03-176 wagmgemented in FY 03-04
due to legal appeals and a court-ordered stay.in@uhis time, the population was still eligibleder Medicaid due to the court
ordered stay. HB 04-1415 repealed section two6e#-210.2 C.R.S., which discussed funding the @ogthrough provider fees.
HB 04-1415 also set the appropriation for FY 04f@5the State Nursing Facility Service Program ¢o#838,528 of General Fund
(see Figure Setting page 155, March 9, 2004). BIB@B6 (Legal Immigrants Bill) eliminated the appriations. The initial FY 04-
05 appropriation was based on implementing theraragn January 2005. The FY 05-06 Base Request, 63,225 was based on
the fiscal note for HB 04-1415, which increaseddhppropriation by $318,697. There is no requesEi06-07.

State Nursing Facility Service Program FY 03-04 FY £-05 FY 05-06

SB 03-266 Nursing Facility Provider Fees & Program $5,258,50 $0 $0

HB 04-1422 Long Bill Add On ($5,258,508) $0 $0

HB 04-1415 Reimbursement of Nursing Facilities $0 $838,52¢ $1,157,22

HB 05-1086 Legal Immigrants Bill ($838,528 ($1,157,225)
Total Appropriation/Request $0 $Q $Q
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(6) DEPARTMENT OF HUMAN SERVICES MEDICAID-FUNDED PROGRAMS

This section of the Budget Request is for Medicaidding for services provided or administered by @worado Department of
Human Services for persons with developmental digab, persons with mental iliness, high risklfstance abuse) pregnant women,
and certain youth who are in the Juvenile Justystesn, along with a number of other Child Welfalierds. It also receives the
Department of Health Care Policy and Financingarslof the costs of the Colorado Benefits Manageéri@gstem project. Medicaid
funds for these programs are sent as cash funaspéxeansfers from the Department of Health Carkci?@nd Financing to the
Department of Human Services.

Until FY 01-02, the funding for the Department afirdan Services, Medicaid-Funded Programs was appte@in one line item. In
FY 01-02, the General Assembly separated the Dmpattof Human Services appropriations into 18 sgpdme items to improve
expenditure tracking and reconciliation. Thesedihave changed over time, but a description of @idhe line items currently
within the Department’s budget is included hereclHdae in this section is solely the Medicaid iatitable portion of each line item.
The Joint Budget Committee has set up new lineadarinistration starting in FY 05-06 for severalkloé programs to enable a better
understanding of the requested funds for theseranagy The new lines will be found in the DivisidnGhild Welfare, Mental Health
and Alcohol and Drug Abuse Services, Alcohol anddAbuse Division, and Services for People withabibties.

The Department of Human Services identifies mostlifumn needs and defends the request for this LofiggBiup. Inquiries related
to the FY 06-07 Base Request should be directetthetb Department. It is important to note that@Hiange Requests and Base
Reduction Items for the Department of Human Sesvigee found in the Department of Human Servicesigét Request, with
corresponding Schedule 6s in the Health Care PahcyFinancing Request.

(A) EXECUTIVE DIRECTOR'’S OFFICE

The Executive Director’s Office is responsible foe theneral policy of the Department of Human Sesviged contains staff and
associated resources for implementing this polidy.is organized into two functional components:néel Administration and
Special Purpose. General Administration includes department’s Executive Director and administeatstaff as well as the
department’s budgeting office, Public Informatioffi€er, County Liaison, and Field Administrationafit (Department of Human
Services Figure Setting, February 15, 2005, page 13

The FY 03-04 Long Bill (SB 03-258) appropriation thie Medicaid funding was $8,086,637. The finalrappation for FY 03-04
was $5,971,080 after the impact of Supplement&lHE 04-1320 and Supplemental Bill SB 05-112.

In the fourth quarter of FY 02-03 and all of FY 03; this line was affected by the 2.95% increasEaderal Medical Assistance
Percentage (FMAP). This increase was an accourttjgstment between the fund splits and was budgatral to the total
appropriation, and is reflected in the Schedule 3s.
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The change from FY 03-04 final appropriation to ¥ 04-05 appropriation was the increase of $37f891he 1331 Supplemental
Impact. Additional factors were the return of $&20r Risk Management funding that was temporamiynoved through HB 04-
1320 in FY 03-04, increases for $3,108,388 in ComrRolicy, a decrease of $1,764 for Office of Parfance improvement for
Department of Human Services Budget Office, a demmeof $335 for 0.2% base reduction for Personali&s, an increase of
$19,057 for the annualization of Privacy Officerle®ga (#BASN-2, January 23, 2004), an increase d35®6 for the State’s
contribution of health, life, and dental insuranibased on a 4% increase, and a decrease of $32&sk Management. The final
adjustment was a decrease of $183,671 for Mentaltti®OTS and Common Policy adjustment (SB 05-112)e FY 04-05 final
appropriation was $9,318,892.

One change from FY 04-05 to the FY 05-06 Long Bjlpeopriation is an increase of $385,259. The irsweia comprised of
$780,912 in Common Paolicy, an increase of $25,85affice of Performance Improvement, an additianatease of $81,273 for the
Public Employees Retirement Association, and deesat$26,862 for the removal of a one-time fundorga salary payout (SB 03-
197) and $475,720 for removal of Health Insuranagdbility and Accountability Act (HIPAA) remediain funding. The FY 05-06
Long Bill appropriation is $9,704,151.

To arrive at the FY 06-07 Base Request of $10,220) @6anges were made to Common Policy for $167 jé8tasing the FY 05-06
appropriation. Additional changes were made withircrease of $350,353 to the Amortization EqualimaDisbursement and a
decrease of $1,870 for the 0.2% base reductio®ffere of State Planning and Budgeting.

The following table shows how the FY 03-04 Long Bippropriation to the FY 06-07 Base Request wag,hwith information
provided by the Department of Human Services.
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Bill Description Total Funds
SB 03-258 |FY 03-04 Long Bill $8,086,63
FY 03-04 Supplemental Bill - "Salary Survey Redoctto Department of Human Services Medicaigd- ($2,069,95§)
HB 04-1320fFunded Programs" (#S-9, January 2, 2004, page)S.9-1
FY 03-04 Supplemental Bill - Department of Humam&es Risk Management (#NP-S16, January 2, ($8,208
HB 04-1320[2004, page S.11-13)
SB 05-112 [1331 Emergency Supplemental, "Title IV-E Payback deathe Counties,” June 7, 2004 ($57,171)
Add-on
SB 05-112 [1331 Emergency Supplemental, "Spending Authority-Health Insurance Portability and $19,78(
Add-on Accountability Act (HIPAA) Expenditures from Footmo$6," June 7, 2004
FY 03-04 Final Appropriation $5,971,08
Reversing 1331 Emergency Supplemental Impact $57,171
Reversing 1331 Emergency Supplemental Impact ($19,780
Return Risk Management Funding that was temporeeityoved through HB 04-1320 in FY 03-04 $8,20¢
Common Policy Adjstments (Department of Human Services Figure Sgtiiabruary 10, 2004, pa(
12-18), including:
Salary Survey $83,624
Performance-Based Pay $643,571
Shift Differential $703,534
Short-term Disability $4,362
Worker's Compensation $1,213,61
Health, Life, and Dental $496,72(
Risk Management ($37,046
Decrease for Office of Performance Improvement [pepartment of Human Services Budget Office) ($4)76
0.2% Base Reduction for Personal Services (per ifrapat of Human Services Budget Office) ($335)
Annualize Privacy Officer Salary (Budget Amendm#BASN-2, January 23, 2004, page BAS.6-2) $19,05]
State’s Contribution of Health, Life, and Dentagsbd on 4% Increase (per Depammef Huma $363,82¢
Services Budget Office)
Risk Management (Budget Amendment - #BA-NP-8, JanRa2004, page S.11-13) ($3,2188)
HB 04-1422|FY 04-05 Long Bill $9,502,56
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Bill Description Total Funds
SB 05-112 |January 3, 2005 - Mental Health POTS and Commorcyaldjustment ($183,67])
FY 04-05 Final Appropriation $9,318,89
Common Policy Adjustments (per Department of Hur8arvices Budget Office), including:
Salary Survey $376,80
Performance-Based Pay ($605,990
Shift Differential $55,39]
Short-term Disability ($3,390
Worker's Compensation ($109,906
Health, Life, and Dental $938,90
Risk Management and Property Funds $57,93]
Personal Services $71,15]
Office of Performance Improvement $25,654
Public Employees Retirement Association Adjuestn $81,27]
Removal of SB 03-197 Salary Payout -dimee funding (per Department of Human Services i ($26,862
Office)
Removal of Health Insurance Portability and Accability Act Remedhation Funding (per Departme ($475,720
of Human Services Budget Office)
Balancing Adjustment $2
SB 05-209 | FY 05-06 Long Bill $9,704,15
Common Policy Adjustments (per Department of Hur8arvices Budget Office), including:
FY 05-06 Salary Survey allocated to other Ampiation lines ($1,240,583)
FY 05-06 Amortization Equalization Disbursemalhbcated to other Appropriation Lines ($120,614)
Pay for Performance $1,685,58p
Shift Differential $223,74
Short-term Disability $9,494
Worker's Compensation ($1,165,763)
Health, Life, and Dental $786,94(
Risk Management and Property Funds ($11,172
Amortization Equalization Disbursement Adjustment $350,35]
0.2% Office of State Planning and Budgeting Reduncti ($1,870
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Bill Description Total Funds
FY 06-07 Base Request $10,220,26P
General Fund $5,110,13p
Federal Funds $5,110,134

(B) OFFICE OF INFORMATION TECHNOLOGY SERVICES

Colorado Benefits Management System

The State’s new computer system that tracks cliata, dletermines eligibility, and calculates besdbtr medical, food, and financial
assistance programs was implemented Septembe4, Zthe development of the system and continuiregadns were and are a
joint effort between the Governor’s Office of Cado Benefits Management System, the Departmentuofidt Services, and the
Department of Health Care Policy and Financing. Tdorado Benefits Management System replaced dhewing six legacy
systems: Client Oriented Information Network; Caldo Automated Food Stamps System; Colorado Autam@tent Tracking
System; Colorado Adult Protection System; ChildseBasic Health Plan eligibility determination sees; and, Colorado
Employment First.

On August 5, 2003, for FY 03-04, a 1331 Emergengypf&mental request for $4,107,297 of funding stithilable from the Personal
Responsibility and Work Opportunity Reconciliatiéwwt, often abbreviated as PRWORA (federal PublievLB04-193, enacted
August 22, 1996), was submitted to the Joint Bu@y@hmittee, and subsequently appropriated by HRIRD, the Department’s FY
03-04 Supplemental Bill. The purpose of the Pers&esponsibility and Work Opportunity Reconciliatid\ct funding was to
provide assistance to the counties to enter dhisstorical data into the automated system. Thislifupwas one-time only.

For FY 04-05, the Long Bill appropriation (HB 0422) was continuation funding from the FY 03-04 LoBdl. However,
additional resources were needed to comply witloatcorder and HB 05-1315 was passed after subonissi a Supplemental
Request on February 15, 2005, providing $2,908j448dditional funds. These monies included fundimgadditional technology
staff from February to June 2005, emergency caltezemailing costs, and an allocation for datayentlient correspondence, legal
expenses and system enhancements. Other increasedor Colorado Benefits Management System Con(#t NP-DI) in the
amount of $63,975 and an increase in POTS for $6,722

The Long Bill for FY 05-06 request was for $5,37@18Vith the passage of HB 05-1262 “Tobacco Tax Biltie funding of this

program was increased by $304,508 for FY 05-06.ditahal changes for FY 05-06 year included passaigémergency 1331
Supplemental bills on June 21, 2005 and SeptembeP@5. The June 21, 2005 Supplemental requestets fim response to the
Deloitte audit report for $977,147. On Septemk®rZD05, an Emergency 1331 Supplemental was passedér additional FTE for
implementing a management structure for $33,560ameddditional $1,284,561 in relation to a coudenrto cover impacts due to

Page M-241



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND MIEMNG; FY 06-07 BUDGET REQUEST,; ASSUMPTIONS AND@AIATIONS

litigation and the operational costs for clientregpondence. The change in funds also reflectedifarward for $608,067. The
appropriation for FY 05-06 was $8,578,025.

The change from the FY 05-06 appropriation to theOBYO7 Budget Request is a decrease of $2,311,988.decrease is comprised
of the removal of $178,778 by HB 05-1262 for outty&unds; an increase in Salary Survey of $18,885ncrease in Amortization
Equalization Disbursement for $1,811, and a decred$e2% by Office of State Planning and Budgetiog$1,971. Additional
decreases are reversals of a rollforward for $6¥8#&nd a decrease for the Governor’'s Office of @aolo Benefits Management
System (from Office of State Planning and BudgeQmtober 24, 2005) for $259,117. The line alsoided| by $1,284,561 for the
removal of one-time funding related to the Emergefuapplemental requested on September 20, 2005 totdlaequest for FY 06-
07 is $6,266,037. Below is a reconciliation of &pgropriations.

Bill Description Total Funds
SB 03-258 | FY 03-04 Long Bill $5,299,435
HB 04-1320| PRWORA Funding for Counties to Enter @lidistorical Data (one-time funding) $4,107,297
FY 03-04 Final Appropriation $9,406,732
HB 04-1320| Removal of PRWORA one-time funding fred8 04-1320 in FY 03-04 (letter from Joint Budget| ($4,107,297
Committee to State Controller dated September @33
HB 04-1422| FY 04-05 Long Bill $5,299,435
HB 05-1315| Supplemental for Colorado Benefits Mamagnt System $2,908,449
SB 05-209 FY 04-05 Final Appropriation $8,207,884
Remove impact of HB 05-1315 ($2,908,449
Increase for POTS $6,772
Colorado Benefits Management System Contract &ser¢#4 NP-DI) $63,975
SB 05-209 | FY 05-06 Long Bill $5,370,182
HB 05-1262| Tobacco Tax Bill $304,508
Emergency 1331 Supplemental for Colorado Benefasad@ement System in response to an audit ~ $977,147
performed by Deloitte, June 21, 2005
Emergency 1331 Supplemental for Colorado Benefasdgiement System related to additional 6.6 $33,560
FTE for implementing a management structure, Septe@he2005
Emergency 1331 Supplemental for Colorado Benefasd@ement System related to court order,  $1,284,561
September, 20, 2005
FY 05-06 Appropriation $7,969,958
HB 05-1262| Removal of Out-Year funds ($178,778)
Salary Survey $18,695
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Bill Description Total Funds
Amortization Equalization Disbursement $1,811
Removal of one-time funding for Emergency 1331 $empental for Colorado Benefits ($1,284,561

Management System related to court order, Septethe005
Governor’s Office of Colorado Benefits Managem@pstem (from Office of State Planning and ($259,117)
Budget, 10/24/2005)

0.2% Office of State Planning and Budgeting Reiduact ($1,971)
FY 06-07 Base Request $6,266,037
General Fund $3,211,454
Cash Funds Exempt $93,937
Federal Funds $2,960,646

Other Office of Information of Information TechngyoServices Line ltems

The Other Office of Information Technology Servicemd. Items line includes Medicaid funding for expesisassociated with
Department of Human Services Information Systerasspecifically excludes the new Colorado Bendfienagement System. The
FY 03-04 Long Bill (SB 03-258) appropriation was09$5676. The final appropriation for FY 03-04 wa834.16, after the impact of
Supplemental Bill HB 04-1320. The change included 6481320 Supplemental Bill “Truth in Rates” (#NP53Ior a decrease of
$18,765 and HB 04-1320 Supplemental Bill “Generat&nment Computer Center” (#NP-S13) for $205.

In the fourth quarter of FY 02-03 and all of FY 03; this line was affected by the 2.95% increasEaderal Medical Assistance
Percentage (FMAP). This increase was an accourgdjgstment between the fund splits and is budgeitral to the total
appropriation, and is reflected in the Schedule 3s.

The change from FY 03-04 final appropriation to F¥-@ Long Bill was an increase of $24,910 due tdearease of $454 in
Personal Services, a decrease of $336 for purobfaservices from the Computer Center, an increasMlicrocomputer Lease
Payments for $25,596, and an increase in MultiNistevork payments of $104.

Changes from the FY 04-05 Long Bill to the MultieuSletwork FY 04-05 final appropriation was due toigcrease for the Legacy
System shutdown (SB 05-112) for $13,503 and ComtRolicy Adjustments (SB 05-112) for $19,929. The FX-05% final
appropriation was $540,458.

The change from the FY 04-05 final appropriatiorthe FY 05-06 Long Bill was a decrease of $121,84% change was due to a
decrease in the Telecommunication System Lease é&dgmemoval in the amount of $102,350, an increagersonal Services for
$6,250, a decrease of $11,910 for Multi-use Netwmakments, a decrease of purchases of servicestirertomputer Center of
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$131, and removal of one-time funding for the Leg&ggtem shutdown for $13,503. The FY 05-06 Lond &ipropriation was

$418,814.

Changes from the FY 05-06 Long Bill to the FY 068Jdget Request totals $6,205 with the majoritygeittributed to POTS. The
FY 06-07 Base Request amount is $425,019.

The following table presents the changes in the@mdrom FY 03-04 to the FY 6-07 Request.

Bill Description Total Funds
SB 03-258 | FY 03-04 Long Bill $500,676
HB 04-1320| FY 03-04 Supplemental Bill —“Truth In Bst (#NP-S15, January 2, 2004, page S.11-12) (653
HB 04-1320| FY 03-04 Supplemental Bill -General Gaweent Computer Center (#NP-S13, January 2, 2004, $205
page S.11-10, revised by the Joint Budget Comnjittee
FY 03-04 Final Appropriation $482,116
Department of Human Services Personal Services ltem (Figure Setting, February 10, 2004, ($454)
page 6)
Department of Human Services Purchase of Serftioes Computer Center (HB 04-1422, page 88, ($336)
letternote “g”)
Department of Human Services Microcomputer Leasgnfents Line Item (Figure Setting, $25,596
February 10, 2004, page 7)
Department of Human Services Multiuse Network Payts (HB 04-1422, page 89, letternote “07) $1
HB 04-1422| FY 04-05 Long Bill $507,026
SB 05-112 | Legacy System Shutdown (through Supplét)en $13,503
SB 05-112 | Common Policy Adjustments $19,929
FY 04-05 Final Appropriation $540,458
Common Policy Adjustments (per Department of HurSarvices Budget Office), including:
Multiuse Network Payments ($11,910)
Purchases of Services from Computer Center ($131)
Telecommunication System Lease Payments Removed ($102,350)
Personal Services Adjustment $6,250
Removal of One-Time funding for Legacy System Sowiul ($13,503)
SB 05-209 | FY 05-06 Long Bill $418,814
Personal Services $6,057
Purchase of Services from Computer Center ($38)
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Bill Description Total Funds
Amortization Equalization Disbursement $602
0.2% Office of State Planning and Budgeting Peak8&ervices reduction ($416)
FY 06-07 Base Request $425,019
General Fund $212,510
Federal Funds $212,509

(C) OFFICE OF OPERATIONS

The Office of Operations line contains appropriagidor central Department of Human Services funstisnch as accounting,
auditing, contracting, purchasing, vehicle leasesl facility management. The FY 03-04 Long Bill (88-258) appropriation was
$5,293,750. With the passage of HB 04-1320, anmeeease of $97,073 affected the Capitol Compleiktids for an increase of
$117,855 and a decrease for the vehicle reconotitiatf $20,782. The FY 03-04 final appropriation #&s390,823.

In the fourth quarter of FY 02-03 and all of FY 03; this line was affected by the 2.95% increasEdderal Medical Assistance
Percentage (FMAP). This increase was an accourdgdjgstment between the fund splits and is budgettral to the total
appropriation, and is reflected in the Schedule 3s.

The changes from the FY 03-04 final appropriationthte FY 04-05 Long Bill were comprised of a deceeas Vehicle Lease
Payments of $62,806, and the Office of State Phaprand Budgeting 0.2% Base Reduction of $7,179, andecrease for
reconciliation to the Long Bill for $93,971. The ¥-05 Long Bill appropriation was for $5,226,867.

Change from the FY 04-05 Long Bill to the FY 04{0%al appropriation was a net increase of $109,4PBe changes were related to
SB 05-112, the Department of Human Services Supgiéah Bill, which increased this appropriation 08,314 for Utility Costs
and decreased Common Policy costs for Vehicle LBagenents by $183,894. The final appropriatiorF6r04-05 was $5,336,287.

Change from the FY 04-05 final appropriation to #¥ 05-06 Long Bill includes an increase in Persd@ervices of $93,350, an
increase in Operating Expenses of $3,564, a decieagehicle Lease Payments of $9,528, and a deergabltilities of $20,800.
The FY 05-06 appropriation was $5,402,873.

The changes from FY 05-06 Long Bill to FY 06-07 Batlg®equest include an increase in Salary Surve$96r430, an increase in
Amortization Equalization Disbursement for $10,1ai, Office of State Planning and Budgeting 0.2% cédn of $7,181, and an
increase in Common Policy New Vehicle Lease Paysmfat$59,702. The total FY 06-07 Base RequesbiS6i,941. This is an
increase of $159,068 over FY 05-06. The FY 06-03eBRequest is for $5,561,941.
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Bill Description Total Funds
SB 03-258 | FY 03-04 Long Bill $5,293,75(Q
HB 04-1320| FY 03-04 Supplemental Bill —Capitol CdexpUltilities (#NP-S11, January 2, 2004, page R)11- $117,855
HB 04-1320| FY 03-04 Supplemental Bill —Vehicle Recitiation (#NP-S14, January 2, 2004, page S.11-11, ($20,782)
revised by the Joint Budget Committee)
FY 03-04 Final Appropriation $5,390,823
Statewide FY 04-05 Vehicle Lease ReconciliatioNF#10, November 3, 2003, page H.9-10) ($62,806)
0.2% Common Policy Base Reduction (Departmentuwhbin Services Figure Setting, February 25, ($7,179)
2004, page 2)
Reconciliation to Long Bill ($93,971)
HB 04-1422| FY 04-05 Long Bill $5,226,867
SB 05-112 Increase in Utility Costs (#NP-S.8, Jayp3a 2005) $293,314
SB 05-112 | Common Policy decrease for Vehicle L&sgnents ($183,894)
FY 04-05 Final Appropriation $5,336,287
Personal Services $93,350
Operating Expenses $3,564
Common Policy decrease for Vehicle Lease Payments ($9,528)
Utilities ($20,800)
FY 05-06 Long Bill $5,402,873
Salary Survey $96,430
Amortization Equalization Disbursement $10,117
0.2% Personal Services Common Policy Base &ieau ($7,181)
Common Policy New Vehicle Lease Payments $59,702
FY 06-07 Base Request $5,561,941
General Fund $2,780,971
Federal Funds $2,780,970

(D) COUNTY ADMINISTRATION — MEDICAID FUNDING

County Administration — Medicaid Funding

The County Administration line provides Medicaid dircing for funding paid to county departments ofialoservices by the
Department of Human Services. The Medicaid trapgigrart, funds adult assistance payment progamdseligibility determination
(Department of Human Services Figure Setting, Fatyrul5, 2005, page 57). This line item also inctudending for the
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coordination of Medicaid non-emergency transpastgtipaid either to contractors or to the Departn@nHuman Services for
payment to county departments.

In the fourth quarter of FY 02-03 and all of FY 03; this line was affected by the 2.95% increasEdderal Medical Assistance
Percentage (FMAP). This increase was an accourdgdjgstment between the fund splits and is budgettral to the total
appropriation, and is reflected in the Schedule 3s.

The FY 03-04 Long Bill (SB 03-258) appropriation wik624,879. The same funding was approved for 493

For FY 05-06 the fund requirements were increasefl8;797,377. A 2% provider increase was base@anmon Polices of the

Department of Human Services dated March 8, 2088e 8. Additionally, a 1331 Supplemental Regbastbeen approved by the
Joint Budget Committee, increasing required fungd$b72,498 for a 2% provider increase (Departmértiuman Services Figure

Setting, March 8, 2005, page 58).

The FY 06-07 Budget Request is for $8,797,377. Thianded at $3,299,017 General Fund and $5,498¢8&0al funds.
Transfers from the General Fund pursuant to 24-8-CR.S. (2005) are common under this line andeftected in the Schedule 3.

Fund splits on this line are 50% federal finangatticipation, 30% General Fund and 20% local cpdmhds. However, the 20%
portion contributed by local county funds is nqtaged in the Long Bill.

Bill Description Total Funds
SB 03-258 FY 03-04 Long Bill $8,624,879
FY 03-04 Final Appropriation $8,624,879
HB 04-1422| FY 04-05 Long Bill $8,624,879
FY 04-05 Final Appropriation $8,624,879

Joint Budget Committee Action, 2% provider inceegd&igure Setting, Department of Human  $172,498
Services, March 8, 2005, page 58)

SB 05-209 | FY 05-06 Long Bill $8,797,377
FY 06-07 Base Request $8,797,377
General Fund $3,299,017
Federal Funds $5,498,360Q

County Administration — Medicaid Funding, Medicareddmization Act County Administration
The Prescription Drug, Improvement, and Modernizafdat of 2003, commonly known as the Medicare Modation Act (MMA),
established a new drug benefit under the Medicaogram. The drug benefit program will be administeiby the federal
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government through the Centers for Medicare andid&gdi Services (CMS) as of January 2006. Medibareeficiaries will have the
option of enrolling in the Medicare ModernizatiorctAdrug benefit program. Clients that are duajikle for the Medicare and
Medicaid programs, will automatically be enrolledo the Medicare Modernization Act drug benefitgram.

According to the federal law, there are two plaséere individuals can apply for the low-income sdips First, individuals may
apply though the Social Security Administration Ag®ither by filing an application by mail, throudhe internet, or applying in
person at a Social Security Administration officecondly, individuals may apply at a State Medidzigibility Site. To determine
eligibility for the low-income subsidy before theellicare drug benefit program is implemented, irtiligis could begin submitting
their applications for eligibility beginning on Jull, 2005. Individuals who are currently eligidte Medicaid are automatically
assumed eligible for the subsidy and do not needpfdy separately. However, all other low-incomeditare beneficiaries are
encouraged to apply now for the low-income subsidythat their eligibility can be established beftre drug benefit program is
implemented on January 1, 2006. The Departmemhatds that as many as 4,302 new Medicaid applitatceens may need to be
performed at a cost of $45.63 per application. Beedhese costs will occur before January 2006D#partment requested that this
funding be added as a new line item in an emergsupglemental.

Since the counties perform Medicaid eligibilityethwill be responsible for assisting clients witke iapplication process for the low-
income subsidy if the client applies through that&trather than the local Social Security Admratsbtn office. The Department has
instructed the counties to first determine if thiert is eligible for Medicaid benefits. If thei@ht is eligible for Medicaid benefits,
then there is no need to continue the applicatoritfe low-income subsidy because that client adlomatically be eligible for the
low-income subsidy. If a client is not eligibler fdledicaid benefits, then the Department has iogtdithe counties to fill out a hard
copy application form and submit the form to thgoBxement for eligibility determination.

If clients are found eligible for the low-incomebsidy program by the Social Security Administratioffice, the Social Security
Administration office will inform the clients thahey could be eligible for Medicaid and to contédoe counties for a Medicaid
determination. It is possible that the countiel @iperience an increase in workload associated performing additional eligibility
screens beyond the normal caseload growth.

On September 20, 2005, the Joint Budget Commitg®osed an Emergency 1331 Supplemental for proagdsw income
subsidies related to the Medicare Modernization ixcthe amount of $196,300 to cover costs assatiatéeh the anticipated
increased workload. Of this amount, $98,150 isnfihe General Fund and $98,150 is matching fedarals. The Joint Budget
Committee also approved a new line item for thesel$. The Joint Budget Committee’s recommendasdrased on the Medicare
Modernization Act caseload impact that was apprdwethe Committee during Figure Setting in Marcl®2Qpage 119 of the Figure
Setting Document). A different line item was nektdecause State law governs the current County Aidtration appropriation and
requires local match. Since this appropriation i@sworkload relief, a fund split of 50% Generalirfel was requested and
appropriated as a different line item.
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County Administration — Medicaid Funding ,AdministoatiRelated to CBMS Implementation

This line was added for FY 04-05 with the passagéiBf05-1315 as a one-time funding. However, a 188pplemental was
approved by the Joint Budget Committee (June 205P6iving the Department a spending authority Yh(5-06 of $1,396,773. No
funds have been requested for FY 06-07.

Bill Description Total Funds
HB 05-1315 | Supplemental for Colorado Benefits Ma@amagnt System — One-Time Funding $1,527,318
FY 04-05 Final Appropriation $1,527,318
Removal of One-Time Funding in FY 04-05 ($1,527,318
FY 05-06 Appropriation $0

(E) DIVISION OF CHILD WELFARE

Administration

During the Department of Human Service’'s FY 05-0§uFe Setting on February 9, 2005, the Joint Budg@imittee created a
separate line for Administration. To ensure betitacking, funds were removed from the Child Welf&ervices program. The
change from FY 05-06 Long Bill to the FY 06-07 BaRequest includes increases to Salary Survey d@3%1,Amortization
Equalization Disbursement of $172, and a decrea®e266 Office of State Planning and Budgeting Reduadn the amount of $110
for a request of $62,202. The net change from FO®%ong Bill to FY 06-07 Base Request is an insesaf $1,696.

Bill Description Total Funds
HB 04-1422| FY 04-05 Long Bill $60,506
FY 04-05 Final Appropriation $60,506
SB 05-209 | FY 05-06 Long Bill $60,506
Salary Survey $1,634
Amortization Equalization Disbursement $172
0.2% Office of State Planning and Budgeting Reiduact ($110)
FY 06-07 Base Request $62,202
General Fund $31,101
Federal Funds $31,101
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Child Welfare Services

The Child Welfare Services line item receives fugdior staff and operating costs associated withState supervision and county
administration of programs which protect childreonfi harm and assist families in caring for and getihg their children. Services
include out-of-home placement, subsidized adoptich#dcare, and burial reimbursements. The FY ©3-6ng Bill (SB 03-258)
appropriation was $77,861,994.

The Federal Medical Assistance Percentage (FMAP)ingasased by 2.95% for the fourth quarter of FYO32 and all of FY 03-04.
This increase was an accounting adjustment betvreefuihd splits and is budget neutral to the tgp@rapriation. This adjustment is
shown in the Schedule 3s.

Changes from the FY 03-04 final appropriation te By 04-05 Long Bill included an increase of $1,8B62 in the Child Welfare
Services for a 2.34% increase in caseload andsalef the leap-year adjustment of $208,146, leathr$79,473,510 appropriated in
the FY 04-05 Long Bill. Further adjustments tcsthine item included a reduction of $688,226 dukteer costs on vendor contracts
approved in the FY 04-05 Long Bill Add-On SB 05-288d a reduction of $6,806,478 as a Joint BudgetrGittee action to reduce
Residential Treatment Center costs in this appropnaas approved in SB 05-112, Department’s Supetgal Bill. The total FY
04-05 final appropriation was $71,978,806.

The change from the FY 04-05 final appropriatiothi® FY 05-06 Long Bill results in a net increasé&®f277,424, due to an increase
of $1,489,110 as part of the Joint Budget Comnigt@@o provider rate increase, an increase of $1567due to caseload growth,
removal of $59,246 of FY 04-05 administration furglinow in a new appropriation and a decrease db$alance to the Joint

Budget Committee total. The FY 05-06 Long Bill aggniation is $75,256,230. Continuation fundingeguested for FY 06-07.

Bill Description Total Funds
SB 03-258 | FY 03-04 Long Bill and Final Appropriatio $77,861,994
Child Welfare Services Block Increase (#NP-5, Noken3, 2003, page H.9-3) $1,819,662

Reversal of FY 03-04 Leap-Year Adjustment (Deparibof Human Services Figure Setting, Child ($208,146)
Welfare Section, March 2, 2004, page 24)
HB 04-1422| FY 04-05 Long Bill $79,473,510
SB 05-112 | Reduction to Residential Treatment Centers ($6,806,478
SB 05-209 | Reduction due to lower costs of vendor contra@gp@artment of Human Services Figure Setting, ($688,226)
Add-on page 27, February 9, 2005)

FY 04-05 Final Appropriation $71,978,806
0.2% Personal Services Common Policy Base Increase $1,489,11(Q
Caseload Growth (NP-DI #3, November 1, 2004) $1,847,566
Removal of FY 04-05 Administration Funding ($59,246)
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Bill Description Total Funds
Balancing amount to match to the Joint Budget Cdtem ($6)
SB 05-209 | FY 05-06 Long Bill $75,256,230
FY 06-07 Base Request $75,256,230
General Fund $37,628,115
Federal Funds $37,628,115

OFFICE OF SELF SUFFICIENCY, DISABILITY DETERMINATION SE RVICES

The Disability Determination Services line providékdicaid funding to the Department of Human Sewider disability
determinations for individuals waiting for deterraiions of Supplemental Security Income, or who wesefinancially eligible for
Supplemental Security Income, but who were potintigigible for Medicaid due to a disability. TheY 03-04 Long Bill
appropriation was $1,165,967.

The change from the FY 03-04 final appropriation éimel FY 04-05 Long Bill is a decrease of $2,305 dar unknown reason.
Following the FY 04-05 Long Bill (HB 04-1422) apjpriation of $1,163,662, an Emergency Change Redsgbtnitted to the Joint
Budget Committee on June 7, 2004) eliminated spgnduthority against this appropriation, and moitadto the Department of
Health Care Policy and Financing’s Executive Direst@ffice Long Bill Group. There is no base redues this line item in FY 05-
06 or FY 06-07.

The Department of Health Care Policy and Financsngontracting with a vendor to perform these eligybdetermination services.
For FY 05-06, in line with the FY 05-06 annualipatiprovided in the June 7, 2004 Budget Amendmeptayed by the Joint Budget
Committee, the Department requested funding im#we line within the Department’s Executive Diretgddffice Long Bill group.

Bill Description Total Funds
SB 03-258 FY 03-04 Appropriation $1,165,967
Reconcile to Long Bill ($2,305)
HB 04-1422 | FY 04-05 Long Bill $1,163,662
Emergency Change Request, June 7, 2004 ($1,163,662
FY 05-06 Long Bill (per June 7, 2004 Emergency Cinge Request) $0
FY 06-07 Base Request $0
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(F) MENTAL HEALTH AND ALCOHOL AND DRUG ABUSE SERVICES-MEOCAID FUNDING

Administration

The Mental Health and Alcohol and Drug Abuse SewvieeMedicaid Funding, Administration line funds rtarhealth certification
activities by the Department of Human Services. G#B1265 transferred administration of Medicaid @mmity Mental Health
Services from the Department of Human ServicehédXepartment of Health Care Policy and Finandaeginning on April 1, 2004.
The FY 03-04 Long Bill (SB 03-258) appropriation wglk316,654. The final appropriation for FY 03-04sa$1,057,380 after HB
04-1265 transferred the administration of mosthalse programs from the Department of Human Sertecéise Department. This
reduction was for the last quarter of FY 03-04ha amount of $259,274.

Beginning in FY 04-05, the majority of program adistration was now performed by the Departments tiloe FY 04-05 Long Bill
(HB 04-1422) only appropriated $277,951 to thielitem. $777,822 of administration costs were motedhe Department at
$259,274 per quarter, less $1,607 for Common Pokajjustments for Salary Survey, performance-bgszyl and the 0.2%

reduction.

The change from the FY 04-05 final appropriatioth® FY 05-06 Long Bill appropriation included inases of $9,778 in Common
Policy, and $11,274 in operating expenses. The 3¥@Long Bill appropriation is therefore $299,003.

The FY 06-07 Base Request is for a net increas®,@8% over the FY 05-06 appropriation. The incraaselated to Salary Survey
in the amount of $8,923, Amortization Equalizatiorsiiirsement in the amount of $882, and a decrela$67b for an Office of
State Planning and Budgeting Reduction. The totaD&-07 Base Request is $308,233.

Bill Description Total Funds
SB 03-258 | FY 03-04 Long Bill $1,316,654
HB 04-1265| Transferred Administration of Medicaidn@aunity Mental Health Services from Human Serviges ($259,274)
Health Care Policy and Financing for the last qeraof FY 03-04
FY 03-04 Final Appropriation $1,057,38(Q
0.2% Personal Services Common Policy Reductiddepartment of Human Services Base Request ($1
HB 04-1265| Annualization of Transfer of Administmtito Health Care Policy and Financing (Amendmed@1),| ($777,822)
page 5 to HB 04-1265)
HB 04-1422| FY 04-05 Long Bill $277,951
0.2% Personal Services Common Policy Increaseepament of Human Services Base Request $9
Increase in Operating (Department of Human Sesvigigure Setting document, March 10, 2005, $11,274
page 26
FY 04-05 Final Appropriation $299,003
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Bill Description Total Funds

SB 05-209 | FY 05-06 Long Bill $299,003
Salary Survey $8,923

Amortization Equalization Disbursement $882

0.2% Office of State Planning and Budgeting Reidact ($575)

FY 06-07 Base Request $308,233

General Fund $154,117

Federal Funds $154,116

Mental Health Community Programs, Goebel Lawsuiti&aent

This line was created in FY 03-04 to fund serviaass dpproximately 1,600 mentally ill individuals morthwest Denver. These
people suffer from chronic conditions such as lk@pdalisorder and schizophrenia that seriously imgagir ability to be self-
sufficient. The Goebel lawsuit combined two clastsoa suits alleging that residents of northweshs with chronic mental illness
were being denied services (Department of Humawi&@er Figure Setting, March 10, 2004, page 66). 04B.320, the Supplemental
Bill for FY 03-04, established the Goebel Lawsigtaaseparate line. Prior to this, payments forldeuit were made through the
Medicaid Mental Health Community Programs, Mentalalh Capitation Payments line. The final apprdmafor FY 03-04 was
$11,655,586.

This line was affected by the 2.95% increase in F@ddedical Assistance Percentage (FMAP) for thertfo quarter of FY 02-03,
and all of FY 03-04. This increase was an accognédjustment between the fund splits and was budgetral to the total
appropriation; the adjustment is shown in the Sualee8s.

The FY 04-05 Long Bill (HB 04-1422) was a continoatifunding of $11,655,586. Per the Department ofmbln Services Figure
Setting document from March 10, 2005, the JointdgaidCommittee approved a 2% provider rate incraasegasing the FY 05-06
Long Bill appropriation to $11,888,698, or $233,Rater than the FY 04-05 final appropriation. HYe06-07 Base Request is for
continuation funding in the same amount per theddtepent of Human Services.
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Bill Description Total Funds
HB 04-1320| FY 03-04 Supplemental Bill — Establish&soebel Lawsuit as a Separate Line $12,119,721
FY 03-04 Add-on — Joint Budget Committee revisi@epartment of Human Services Figure ($464,135)
Setting, March 10, 2004, page 67)
FY 03-04 Final Appropriation $11,655,586
HB 04-1422| FY 04-05 Long Bill $11,655,586
FY 04-05 Final Appropriation $11,655,586
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Bill Description Total Funds
2% Community Provider increase (Department of HuiBarvices Figure Setting, March 10, 2005, $233,112
page 43)
FY 05-06 Long Bill $11,888,698
FY 06-07 Base Request $11,888,698
General Fund $5,944,349
Federal Funds $5,944,349

Mental Health Capitation, Medicaid Mental Health Hee Service Payments, Medicaid Mental Health Sesvior Breast and
Cervical Cancer Patients

Actual expenditures for FY 03-04 are reported ia 8chedule 3s for the following line items: Mernitwalth Capitation; Fee for
Service Payments; and Medicaid Mental Health Sesvior Breast and Cervical Cancer patients. Thesgrgms were transferred
from the Department of Human Services to the Depamt of Health Care Policy and Financing on Jul2dQ4 with the passage of
the FY 04-05 Long Bill (the exception being Mentalth Administration which was transferred to Bepartment on April 1, 2004,
through the passage of HB 04-1265). For infornmatm these lines, please reference the MedicaidtaMétealth Community
Programs Long Bill group within this request. Fungdbeing requested for FY 05-06 and FY 06-07 i® zm this line item because
the programs were transferred to Health Care PalcyFinancing.

In the fourth quarter of FY 02-03 and for all of P8-04, some of these lines were affected by tB8%.increase in Federal Medical
Assistance Percentage (FMAP). This increase waseounting adjustment between the fund splits armidget neutral to the total
appropriation; the adjustment is shown in the Sualee8s.

Residential Treatment for Youths (HB 99-1116)
The Residential Treatment for Youth line funds sesito Medicaid-eligible children residing in resitdal childcare facilities, as
well as children placed in out-of-home placemenilitées.

This line item was established in SB 03-282, whidéntified and disbursed the tobacco settlementsfuthdt provided financial
support for this program. For FY 03-04, the amapdcified was $355,436 in Medicaid funds.

FY 04-05 funding for the program was establishedthwy appropriation clauses in HB 04-1421, whichbdised the Tobacco
Settlement funds, and therefore is not in the LBillg This program was appropriated a total of $4B2 in Medicaid funds for FY
04-05. Due to an increase in the number of cliant$ higher Medicaid costs, $64,274 was requestddapproved in SB 05-209 as
an Add-On, which was comprised of 50% General Famdl 50% federal match. However, late in the lagigd session for 2005, a
new tobacco settlement allocation was passed in0SR49 and an additional $224 was appropriated. H¥e04-05 final
appropriation was $482,630.
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The FY 05-06 Long Bill was for $472,423. The FY 0540@hg Bill reflected a reduction of $190 in Tobac®ettlement funding, a
and an adjust for reduction of General Fund neethénamount of $10,017. The Department of Humawi&ss is requesting
continuation funding in the same amount for FY 06-0

Bill Description Total Funds
SB 03-282 FY 03-04 Tobacco Bill — Identified and lRissed Tobacco Funds for this Program $355/436
FY 03-04 Final Appropriation $355,436
HB 04-1421| Tobacco Settlement Allocation Bill — Itléad and Disbursed Tobacco Funds for this Program $418,132

SB 05-209 | Increase in number of clients and higher Medicaidts (Department of Human Services Figure  $64,274
Add-On Setting, March 10, 2005, page 45)

SB 05-249 | Allocation of Tobacco Settlement Monies $224
FY 04-05 Final Appropriation $482,630
Reduction in Tobacco Settlement (Department of Hu®earvices Figure Setting, March 10, 2005, ($190)
page 46)

Adjustment for reduction of General Fund need @tpent of Human Services Figure Setting, ($10,017)
March 10, 2005, page 46)

SB 05-209 FY 05-06 Long Bill $472,423
FY 06-07 Base Request $472,423
General Fund $27,129
Cash Funds Exempt $209,083
Federal Funds $236,211

Mental Health Institutes

Mental Health Institutes provide inpatient hospation for seriously mentally ill residents. Theilities provide both evaluation
services and treatment for those individuals whano& function in less restrictive settings. Thigelitem funds these services for
Medicaid clients. The FY 03-04 Long Bill (SB 03-35%propriation was $3,325,830. HB 04-1320 inceddsinding by $430,202.
This funding allowed for payments to be made toDkeeartment of Human Services during FY 03-04 foreJ2003. Finally, a late
Supplemental Request by the Department of Humavicgsrincreased this appropriation by $1,244,648 B 04-1422 Add-on for
revised shortfalls estimated for Mental Health Asseent and Service Agencies purchasing of bedsfifideappropriation for FY
03-04 was $5,000,680.
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This line was affected by the 2.95% increase in F@ddedical Assistance Percentage (FMAP) for thartfo quarter of FY 02-03,
and all of FY 03-04. This increase was an accogn#djustment between the fund splits and is budgeitral to the total
appropriation. This adjustment is shown in the Sake3s.

The change between FY 03-04 final appropriation¥d0B-05 Long Bill was a decrease of $124,610. Thiduded a reversal of HB
04-1320 in the amount of $436,853 which includesl $430,202 appropriated during FY 03-04, plus $b B5additional one-time
funds, and an increase of $312,243 for “Mental Hheahpitation base payments.” The FY 04-05 Lond 8ilpropriation was
$4,876,070.

The change between FY 04-05 Long Bill to FY 04-0ffiappropriation was due to a decrease in Mediegidor-service payments
which lowered patient revenues/funding from the &apent through the FY 04-05 Long Bill Add-On SB-23. The FY 04-05
final appropriation was $4,522,820. The FY 05-06¢.®ill and FY 06-07 Base Request are continuatafribese funds.

Bill Description Total Funds
SB 03-258 | FY 03-04 Long Bill $3,325,830
HB 04-1320| FY 03-04 Supplemental Bill — “Mental Heanstitutes” (One-Time Funding) (#NP-S6, Janu2yy $430,202
2004, page S.11-2 and HB 04-1320, page 12)
HB 04-1422| “Mental Health Capitation Base Adjustment, Mertkdalth Institutes, and Mental Health Fee for $1,244,648
Add-On Service” (Supplemental #NP-S23, March 3, 2004)

FY 03-04 Final Appropriation $5,000,68(Q
HB 04-1320| Removal of One-Time Funding ($430,202)
HB 04-1320| Removal of One-Time Funding ($6,651)

“Mental Health Capitation Base Adjustment, Merttidalth Institutes, and Mental Health Fee for $312,243
Service” (#NP-S23, March 3, 2004) [$1,556,891 di&tlule 6 - $1,244,648 above]

HB 04-1422| FY 04-05 Long Bill $4,876,07Q
SB 05-209 | Decrease in Medicaid Fee for Service payments ledvpatient revenues/funding from Health Care ($353,250)
Add-on Policy and Financing (Department of Human Serviggsire Setting, March 10, 2005, page 63
FY 04-05 Final Appropriation $4,522,82(
FY 05-06 Long Bill $4,522,82(
FY 06-07 Base Request $4,522,82(
General Fund $2,261,41Q
Federal Funds $2,261,410Q
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Alcohol and Drug Abuse Division, Administration

During FY 05-06 Figure Setting, the Joint Budgetn@aittee separated the Administration budget from lthgh-Risk Pregnant
Women Program. The FY 05-06 Long Bill appropriatier$$17,213 and includes Personal Services anchtipgrcosts associated
with administering this program. The FY 06-07 B&sguest is $54,088 and includes the annualizatidPecsonal Services and
Operating Expenses for a net increase of $36,875.

Bill Description Total Funds
SB 05-209 FY 05-06 Long Bill $17,213
Annualization of Personal Services and Operating ¥penses $36,875
FY 06-07 Base Request $54,088
General Fund $27,044
Federal Funds $27,044

Alcohol and Drug Abuse Division, High-Risk Pregnant \&ormrogram

The High-Risk Pregnant Women Program line provideslighid funding for prenatal and postpartum sess/foe women at risk due

to alcohol or substance abuse (per Department afanuServices Program Administrator). HB 04-10#8aed the Department of
Health Care Policy and Financing to request a wdngen the Centers for Medicare and Medicaid Sawito extend the postpartum
period of services from 60 days to 12 months.

For the fourth quarter of FY 02-03, and all of F3-@4, this line was affected by the 2.95% incraaséederal Medical Assistance
Percentage (FMAP). This increase was an accourgdjgstment between the fund splits and is budgeitral to the total
appropriation; the adjustment is shown in the Salee8s.

The FY 03-04 Long Bill (SB 03-258) appropriation w@812,804. The final appropriation for FY 03-04 sw§557,208. A
Supplemental Bill was appropriated for increasethehigh risk women caseload and FY 02-03 ovenedipere (HB 04-1320) for
$244,404.

The change from the FY 03-04 final appropriatiotht® FY 04-05 Long Bill is a decrease of $85,293 ueemoval of one-time
funding from HB 04-1320 for FY 02-03 overexpend&{#NP-S8, January 2, 2004).

Changes from the FY 04-05 Long Bill to the FY 04fbfl appropriation increased by a total of $662,7 Changes included HB 04-
1075 to extend funding for postpartum servicessf,805 and SB 05-112 to add funding of $565,94¥tduncreases in caseload.
The FY 04-05 Final appropriation was $1,133,667.
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To arrive at the FY 05-06 Long Bill amount of $95%%here was an increase of $31,935 for annuadizati HB 04-1075 —
extension of postpartum services, $18,686 for &Jfovider rate increase, and a decrease of $23H3€ to an overexpenditure
restriction (Department of Human Services Figurtiisg March 10, 2005, page 83). The FY 06-07 Basquest is a continuation
of funds.

Bill Description Total Funds

SB 03-258 FY 03-04 Long Bill $312,804

HB 04-1320 | FY 03-04 Supplemental Bill — “High Risk Pregnant Wanen Caseload and FY 02-03 $244,404
Overexpenditure” (#NP-S8, January 2, 2004, page 5)
FY 03-04 Final Appropriation $557,208
Removal of One-Time Funding from HB 04-1320 for 6X-03 Overexpenditure (#¥NP-S8, ($85,293)
January 2, 2004, page S.11-5, column 9 minus codimn

HB 04-1422 | FY 04-05 Long Bill $471,915

HB 04-1075 | Funding to Extend Post-Partum Services (HB 04-107page 2, Section 3(1) (a)) $95,805

SB 05-112 | Additional funding due to increase in caseload (NB. #13) $565,947
FY 04-05 Final Appropriation $1,133,667
Annualization of HB 04-1075 Extension of Post-Partsenvices $31,935
2.0% provider rate increase $18,686
Overexpenditure restriction (Department of Humarvises Figure Setting, March 10, 2005, page ($231,302)
83)

SB 05-209 FY 05-06 Long Bill $952,986
FY 06-07 Base Request $952,986
General Fund $476,493
Federal Funds $476,493

(G) SERVICES FOR PEOPLE WITH DISABILITIES-MEDICAID FUNDING

Community Services Administration

A Joint Budget Committee action during February 2005 Figure Setting separated the administratimaihg from program costs
for Community Services. Funding in the amount {387,168 was moved out of the Community Serviggsapriation and created

this new line. The requested change from FY 05e0BYt 06-07 is for $62,038. These changes are dueteases in Salary Survey
for $61,094 and Amortization Equalization Disbursatfer $5,323, and a decrease of $4,379 for thé(#fice of State Planning

and Budgeting reduction. The FY 06-07 Base Reqadst $2,399,206.
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Bill Description Total Funds
SB 05-209 | FY 05-06 Long Bill $2,337,168
Salary Survey $61,094
Amortization Equalization Disbursement $5,323
0.2% Office of State Planning and Budgeting Reidact ($4,379)
FY 06-07 Base Request $2,399,206
General Fund $1,199,603
Federal Funds $1,199,603

Community Services Adult Program Costs and CCMS Raplawt-Medicaid Funding

The Community Services for People with Disabilitlese funds services for approximately 7,000 induats with developmental
disabilities. These services are provided in l@cahmunities through Community Centered Boards (Biepant of Human Services
Figure Setting, February 15, 2005, page 66). Thesyf services available include supported liwaryices and residential services.
The FY 03-04 Long Bill (SB 03-258) appropriation w$218,743,291. A Supplemental Request (#NP-Sl@uaig 2, 2004)
requested a reduction in room and board fundingtd@ecaseload smaller than projected, which wasoapd through the passage of
HB 04-1320, and reduced the appropriation by $228,0rhe final appropriation for FY 03-04 was $2254£215.

Changes from FY 03-04 final appropriation to the B2¢05 Long Bill (HB 04-1422) included a $93,65Case for a Supplemental
Security Income room and board adjustment, ancharease of $636,753 for developmental disabilistdo care, emergency, and
waiting list resources, along with some Personalies adjustments. The FY 04-05 Long Bill apprapon was therefore
$219,038,318.

However, a September 3, 2004, 1331 Emergency Supplahrevised both the FY 04-05 spending authanitg the FY 05-06 Base
Request. This Supplemental transferred fundingMedicaid State Plan Services from the DevelopmebBighbility waiver
programs to three lines within the Department’s gmid Executive Director's Office-Non-Emergency Tramtgon Services,
Medical Services Premiums, and Medicaid Mental thelgée for Service Payments. The federal CenterSléalicare and Medicaid
Services required this change in order for fedamdroval of the waiver programs to continue. Thaucgion to FY 04-05 was
approved with the passage of SB 05-112 and rediheedppropriation by $1,130,851. The final FY O04a@propriation was therefore
$217,907,468.

This line was affected by the 2.95% increase in F@ddedical Assistance Percentage (FMAP) for thertfo quarter of FY 02-03,
and all of FY 03-04. This increase was an accogn#djustment between the fund splits and is budgeitral to the total
appropriation. This adjustment is shown in the Salee3s.
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The FY 05-06 Long Bill appropriation is $223,788,132is amount reflects an increase of $5,880,664 twe FY 04-05 final
appropriation. The increase is reflected in a 2%t of living adjustment of $4,812,250, an increftgecaseload in the amount of
$2,366,195, removal of Personal Services of $28238,and Operating Expenses of $147,532, annualizati Supplemental for
developmental disability foster care, emergency\aaiiing list resources increasing funding by $5,824 and annualization of the
removal of Medicaid State Plan services from waddeservices reducing funding by $376,950. The fapgropriation for FY 05-06
was $223,949,452. This included HB 05-1262 for fuftdm the Tobacco Settlement Funds in the amou$161,320.

The FY 06-07 Base Request is $226,324,751. The ehaogn FY 05-06 appropriation to the FY 06-07 BRsgjuest is $2,375,299.
The change requested includes an out-year impaut B 05-1262 for an increase of $14,665, and tmeialization of targeted case
management for 84 new adult resources in the anaf$#,360,634.

Bill Description Total Funds
SB 03-258 | FY 03-04 Long Bill $218,743,291
HB 04-1320 | FY 03-04 Supplemental Bill “Supplemental Secuditgome Room and Board Adjustment for  ($248,076)
Developmental Disability Services” (#NP-S10, Jaguir2004, page S.11-7)
FY 03-04 Final Appropriation $218,495,215
“Developmental Disability Foster Care, Emergencyd awaiting List Resources” (#NP-6, $636,753
November 3, 2003, page H.9-4) and Personal SerAdagsstments. Revised by the Joint Budget
Committee, but cannot reconcile because DepartwfeHuman Services Figure Setting, February
25, 2004, pages 6-7 shows FY 03-04 appropriatid#248,619,253
Supplemental Security Income Room and Board Adjast for Developmental Disability Services ($93,650)
(#BA-NP 6, January 2, 2004, page S.11-7)
HB 04-1422| FY 04-05 Long Bill $219,038,318
SB 05-112 Revised figures for Developmental DisgbiWaiver 1331 Emergency Supplemental approved ($1,130,851

September 21, 2004 by the Joint Budget CommittP{S16)

Adjustment to balance to Joint Budget Committee $1
FY 04-05 Final Appropriation $217,907,468
Personal Services ($2,038,821
Operating Expenses ($147,532)
Adjustment to balance to Joint Budget Committee ($2)
2% cost of living adjustment — Joint Budget ConeatAction $4,812,250
Increase for caseload in adult services — hadfaa y $2,366,195
Annualization of Supplemental to increase resaurfm developmental disability foster care, $1,265,524

emergency and waiting list resources, DI #4, (Dwpant of Human Services Figure Setting fr
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Bill Description Total Funds

February 23, 2005, page 68)
Annualization of the removal of Medicaid StaterP&ervices from waivered services ($376,950)

SB 05-209 FY 05-06 Long Bill $223,788,132

HB 05-1262 | Tobacco Tax Bill $161,320
FY 05-06 Appropriation $223,949,452

HB 05-1262 | Out-year impact for HB 05-1262 $14,665
Annualization of targeted new case managemer84aorew adult resources per FY 05-06 (#DI-2) $2,3840
FY 06-07 Base Request $226,324,751
General Fund $113,133,243
Cash Funds Exempt $29,133
Federal Funds $113,162,375

Federally-matched Local Program Costs

The Federally—-matched Local Program Costs line pesvispending authority to enable locally generéteds for developmental
disability services to draw down a federal Medicaidtch. The Centers for Medicare and Medicaid $esvapproved Colorado’s
certification process to use these funds as thie’Stahare of match for services provided by then@aoinity Centered Boards for
individuals enrolled in the Medicaid waiver progmmho have developmental disabilities. This lineswat included in the FY 03-
04 Long Bill (SB 03-258). Rather, funding was e#ithed through the passage of the Department’pl8mental Bill (HB 04-1320),
which appropriated $15,566,354. The FY 04-05 Loy (BB 04-1422) appropriation was $16,542,353,iacrease of $975,999.
This change was due to the Joint Budget Committapjgoval of the Budget Amendment Request, “Develapal Disabilities
Local Match Certification” (#BA-NP5, page S.11-@ndiary 2, 2004) to increase the local match ceatittn. Additional funds were
approved to cover existing direct service costsR#NL1) on SB 05-112 in the amount of $3,264,723.e TN 04-05 final
appropriation was $19,807,076. The FY 05-06 Longdid FY 06-07 Base Request are for continuatiording. The fund splits
are $9,903,538 from the General Fund and $9,903rb&8federal funds.

This line was affected by the 2.95% increase in F@déedical Assistance Percentage (FMAP) for FYOd3- This increase was an
accounting adjustment between the fund splits anduidget neutral to the total appropriation. Thigistment is shown in the
Schedule 3s.

Bill Description Total Funds
SB 03-258 | FY 03-04 Long Bill - New line item $0
HB 04-1320| Supplemental Bill #9. Federally-Matchexdal Program Costs - new line item $15,566,354
FY 03-04 Final Appropriation $15,566,354
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Bill Description Total Funds
NP-S9, Local Match Certification $975,999
HB 04-1422| FY 04-05 Long Bill $16,542,353
SB 05-112 | NP-S11 Additional funding to cover exigtdirect service costs $3,264,723
FY 04-05 Final Appropriation $19,807,076
SB 05-209 | FY 05-06 Long Bill $19,807,076
FY 06-07 Base Request $19,807,076
Cash Funds Exempt $9,903,538
Federal Funds $9,903,538

Regional Centers-Medicaid Funding

Regional Centers provide services to individualshwdevelopmental disabilities in both institutioreshd group home settings.
Generally, Regional Centers provide services t@lgewith developmental disabilities when approgriedmmunity programs are not
available. The FY 03-04 Long Bill (SB 03-258) apmiation was $38,886,488. Following this legigati HB 03-1292 authorized
the collection of service fees from both public gmivate intermediate care facilities to allow femlefinancingincreasedthe
appropriation by $728,000. However, a supplemeatflistment was made for Supplemental Security Ikc®&oom and Board,
reducing funds by $21,224. The final appropriafemFY 03-04 was $39,593,264.

In the fourth quarter of FY 02-03 and all of FY 03; this line was affected by the 2.95% increasEdderal Medical Assistance
Percentage (FMAP). This increase was an accourdgdjgstment between the fund splits and is budgettral to the total
appropriation, and is reflected in the Schedule 3s.

The change from the FY 03-04 final appropriationthe FY 04-05 Long Bill was a decrease of 231,04Zhanges included an
increase to restore funding from HB 04-1320 for 824, a decrease in Medicaid funding for increasedient cash revenue for
$157,998, a decrease for Medicaid funding for r@mm board due to client cash revenue of $43,948aease for the annualization
of HB 03-1292 of $21,840, and a 0.2% Personal SesviCommon Policy base reduction of $72,164. TheOBEY)5 Long Bill
appropriation (HB 04-1422) was $39,362,220.

On September 21, 2004, the Joint Budget Commitpggoaed a September 3, 2004 1331 Emergency Suppiehtentransfer
funding from this line item to the three lines wiiththe Department’'s budget, Executive Director’'s i€ffNon-Emergency
Transportation Services, Medical Services Premiand,Medicaid Mental Health Fee for Service Paymeiitss funding is related
to non-waiver Medicaid services provided to clieimtgyroup home type settings under the adminisinatif Regional Centers. This
transfer allows funding for State Plan (non-waivsgjvices to be paid from the Medical Services Rrama line and was required by
the Centers for Medicare and Medicaid Servicesdoewal of a Home and Community Based Servicesexgikogram. On January
10, 2005, #NP-S16 revised the figures for the 1BB8fergency Supplemental (SB 05-112) as a decredbe23f127. Additionally,

Page M-262



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND MIEMNG; FY 06-07 BUDGET REQUEST,; ASSUMPTIONS AND@AIATIONS

#NP-S12 for Social Security Income Room and Boaljidsament, which is due to a Federal Social Secuim¢come cost of living
adjustment of 2.7%, decreased the available furyd$2%,978. These adjustments brought the FY O4u@& fppropriation to
$38,613,115.

The FY 05-06 Long Bill was for $39,351,048. This iisiacrease of $737,933 over the FY 04-05 final appation. The increase is
comprised of the following items: a decrease fog tnnualization of the Developmental Disability Wi Supplemental for

$241,042, a decrease for the annualization of timp®mental Security Income adjustment for $26,407increase in base building
POTS for $1,026,473, an increase of $5,037 fromJthiat Budget Committee action for a 2.5% medic#lationary increase, a

decrease due to additional client cash receip$l2f890, a decrease to General Fund by $13,280amirso HB 03-1292, and a $42
adjustment to balance with the Joint Budget Conamitt

The change from the FY 05-06 appropriation to the #6¥07 Base Request is an increase of $1,071,Tils is made up of
$1,047,750 in Salary Survey, $101,707 for Amori@atEqualization Disbursement, and a 0.2% OfficeStdte Planning and
Budgeting reduction of $78,287. The FY 06-07 Basguest is $40,422,218.

Bill Description Total Funds
SB 03-258 | FY 03-04 Long Bill $38,886,488
HB 03-1292| Special Bill — Authorized Collection 8&rvice Fees from Intermediate Care Facilities KB

HB 04-1320| FY 03-04 Supplemental Bill —Supplemeraicurity Income Room and Board Adjustment (for ($21,224)
Developmental Disability Services (#NP-S10, Jan2ar3004, page S.11-7)
FY 03-04 Final Appropriation $39,593,264
Restore Funding from HB 04-1320 in FY 03-04 for#¥810, January 2, 2004 $21,224
Medicaid Funding for Increases in Client Cash Reee(Department of Human Services Figure ($157,998)
Setting, February 25, 2004, page 54)
Medicaid Funding for Room and Board Due to Cli€dsh Revenue (Department of Human ($43,946)
Services Figure Setting, February 25, 2004, page 53
Annualization of HB 03-1292 in FY 04-05 (Departmhesf Human Services Figure Setting, $21,840
February 25, 2004, page 51)
0.2% Personal Services Common Policy Base Redu¢bepartment of Human Services Figure ($72,164)
Setting, February 25, 2004, page 51)

HB 04-1422| FY 04-05 Long Bill $39,362,220

SB 05-112 | Supplemental Security Income Room anddAdjustment #NP-S12 ($25,978)

SB 05-112 | Developmental Disability 1331 Emergencg@emental revision ($723,127)
FY 04-05 Final Appropriation $38,613,115
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Bill Description Total Funds

Annualization of Developmental Disability Waiveulemental (Department of Human Services ($241,042)
Figure Setting from February 23, 2005, page 103)
Supplemental Security Income Adjustment (Departmeh Human Services Figure Setting, ($26,407)
February 23, 2005, page 103)
Increase in POTS $1,026,473
2.5% medical inflationary increase (Departmentoiman Services Figure Setting from February $5,037
23, 2005, page 104)
Additional Client Cash Adjustment (Department afrian Services Figure Setting on February|23, ($12,890)
2005, page 105)

HB 03-1292| Additional General Fund Adjustment (Dépent of Human Services Figure Setting from Felyria  ($13,280)

23, 2005, page 106)

Adjust to match Joint Budget Committee total $42
FY 05-06 Long Bill $39,351,048
Salary Survey $1,047,750
Amortization Equalization Disbursement $101,707
0.2% Office of State Planning and Budgeting Reiduct ($78,287)
FY 06-07 Base Request $40,422,218
General Fund $19,467,909
Cash Funds Exempt $743,200

Federal Funds

$20,211,109

Regional Center Depreciation and Annual Adjustments

The Depreciation and Annual Adjustments line wasiter@ to resolve a discrepancy in expenditure pettbetween the Department
of Health Care Policy and Financing and the Depantnof Human Services. There has been a patteamrafal overexpenditure
within the Regional Centers line item. This occdrn@ part, because depreciation amounts have inekrded in the daily rates the

Department of Human Services charged to the Degattrof Health Care Policy and Financing for Regio@anter clients.

However, because depreciation is associated wgasé expenditure and is not an operating expercsadied in the Department of

Human Services operating budget, the Departmehtuofian Services has never had the authority to sgeadnoney. Therefore,
this line was established in HB 04-1320 with anrapgation of $1,460,194.

In FY 03-04, this line was affected by the 2.95%r@ase in Federal Medical Assistance Percentagd M This increase was an
accounting adjustment between the fund splits antidget neutral to the total appropriation; thestchent is shown in the Schedule

3s.
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The FY 04-05 Long Bill (HB 04-1422) appropriatioropided continuation funding of $1,460,194. This amtouas increased for FY
05-06 during Figure Setting when an adjustmenth® amount of the General Fund “invested” in depteam of $38,057 was
approved. The FY 05-06 Long Bill amount was $1,498,@8nd continuation funding is requested for FYOU6-

Bill Description Total Funds

SB 03-258 | FY 03-04 Long Bill - New line item $0
HB 04-1320| Depreciation and Annual Adjustments @ 8l12) $1,460,194
FY 03-04 Final Appropriation $1,460,194
HB 04-1422| FY 04-05 Long Bill $1,460,194
FY 04-05 Final Appropriation $1,460,194

Adjustment to amount of General Fund "investedtiépreciation (Department of Human Services  $38,057
Figure Setting from February 23, 2005, page 108)

SB 05-209 | FY 05-06 Long Bill $1,498,251
FY 06-07 Base Request $1,498,251
General Fund $749,126
Federal Funds $749,125

Services for Children and Families-Medicaid Funding
The Services for Children and Families line proviflesding to the Community Centered Boards to adstémiearly intervention,
family support, and extended support services tiolrem and families in community settings (Depanmmef Human Services Figure
Setting, February 25, 2004, page 57). The Childré&xtensive Support waiver program is funded thraighline. The FY 03-04
Long Bill (SB 03-258) appropriation was $3,745,315.

Following the signing of the FY 03-04 Long Bill,d@fe was some legislative activity that, althougHid not change the total fund
appropriation, it did impact funding splits for shiine. First, SB 03-259 authorized the Departn@nHealth Care Policy and
Financing to collect a monthly fee from families dfildren enrolled in the Children's Extensive Suppeaiver program. This
legislation added $253,244 in cash funds while cedy $253,244 in General Funds. A Supplemental Bodget Request
Amendment (#¥NP-S7, #BA-NP 3) submitted JanuaryOR42dentified errors to the fiscal note for SBZEB. The estimated fees to
be collected were over-estimated and there was@nrect assumption that the fees collected coaldhbatched with federal funds.
The Department’'s Supplemental Bill, HB 04-1320 ilased General Funds by $243,704, and decreased=Gadh by $234,164 and
$9,540 in federal funds; the net result was $0h@ appropriation amount. Finally, SB 04-138 repeathe authority of the
Department of Health Care Policy and Financingthtarge a monthly fee to families whose children wenelled in the Children’s
Home and Community Based Services or Children’s St Support waiver programs. The appropriationHy 03-04 was
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adjusted by an increase of $9,540 to both Genenadl And federal funds and removed $19,080 from Easlds, again for a $0 net
impact.

This line was affected by the 2.95% increase in F@ddedical Assistance Percentage (FMAP) for tist ¢auarter of FY 02-03 and
FY 03-04. This increase was an accounting adjudtinetween the fund splits and is budget neutrahé&ototal appropriation, as
shown in the Schedule 3s.

The Budget Request Amendment (#BA-NP3) stated ataw/eeflected in the Long Bill for FY 04-05 (HB Q422), corrected the

over-estimate of fees collected by modifying thedisplits. The General Fund was decreased by $38tle Cash Funds from the
Children’s Home and Community Based Services Casid Rvere appropriated at $76,320, and federal fumele decreased by
$38,201. The Long Bill for FY 04-05 also included $83 total fund reduction for 0.2% the Office a&t® Planning and Budgeting
Common Policy reduction. The FY 04-05 Long Bill appriation was thus $3,745,232. For FY 04-05, SB188-removed the

balance of the remaining Cash Funds in the FY 04Xy Bill appropriation of $76,320, and increasgeneral Fund and federal
funds by $38,160 each. All of this activity fullgversed the initial impact of SB 03-259, and birdube appropriation back to 50%
General Fund and 50% federal funds.

The change from the FY 04-05 final appropriatiortie FY 05-06 Long Bill was an increase of $67,8Bbere was a 2% cost of
living adjustment (Department of Human ServicesukégSetting on February 23, 2005) in the amour@3@,508 and a 2% provider
rate increase per a Joint Budget Committee recordaiem in the amount of $35,337. This brought the 05-06 Long Bill
appropriation to $3,813,077. However, $2,370,114 added for the expansion of Medicaid ServicesutiindHB 05-1262, bringing
the total FY 05-06 appropriation to $6,183,191.

The FY 06-07 Budget Request is for $6,433,993. Téfiects a total increase of $250,802 for the $284 @dut-year impact of HB 05-
1262 and a $35,338 increase in the (November 4,2@dget Request #DI-2) annualization of four rodild and family resources.

Bill Description Total Funds

SB 03-258 | FY 03-04 Long Bill $3,745,315

SB 03-259 | Monthly Fee for Participants in ChildseExtensive Support Waiver Program $0

SB 04-138 Repeal of SB 03-259 — Adjusted Fund §gemoved Balance of Cash Funds $0
FY 03-04 Final Appropriation $3,745,315
0.2% Office of State Planning and Budgeting ComrRaticy Reduction (Department of Human ($83)
Services Figure Setting, February 25, 2004, Paye 10

HB 04-1422| FY 04-05 Long Bill $3,745,232

SB 04-138 | Repeal of SB 03-259 — Adjusted Fund §gRemoved Balance of Cash Funds $0
FY 04-05 Final Appropriation $3,745,232
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Bill Description Total Funds

2% Cost of Living Adjustment from DHS Figure Segfion February 23, 2005, page 111 $32,608
Increase in 2% Provider rate per JBC Recommenudiepartment of Human Services Figure $35,337
Setting on February 23, 2005, page 111)

SB 05-209 | FY 05-06 Long Bill $3,813,077

HB 05-1262| Tobacco Tax Bill $2,370,114
FY 05-06 Appropriation $6,183,191

HB 05-1262| Annualization of Tobacco Tax Bill $215,464
Annualization of 4 new child and Family resour¢eBI-2) $35,338
FY 06-07 Base Request $6,433,993
General Fund $2,788,979
Cash Funds Exempt $428,018
Federal Funds $3,216,966

(H) ADULT ASSISTANCE PROGRAMS — COMMUNITY SERVICES FOR THELDERLY - MEDICAID FUNDING

The Adult Assistance Programs - Community Serviagsttie Elderly line helps fund the Department of HunServices’ State
Ombudsman Program. This program provides liaisovices between the Department of Human Servicesitanclients who are
being served by the Division of Aging and Adult Bees. The FY 03-04 Long Bill (SB 03-258) appropoa was $1,800.
However, there were no Medicaid dollars expendethdd-Y 03-04 and FY 04-05.

In FY 03-04, this line was affected by the 2.95%r&ase in Federal Medical Assistance Percentagd M This increase was an
accounting adjustment between the fund splits antidget neutral to the total appropriation; thestchent is shown in the Schedule
3s.

The FY 04-05 Long Bill (HB 04-1422) appropriation ammt remained constant at $1,800. SB 05-209, the05Y¥6 Long Bill,
continued this level of funding, and continuatiemding is requested for FY 06-07. Of this amo®800 is General Fund and $900
is federal funds.

Bill Description Total Funds
SB 03-258 FY 03-04 Long Bill $1,800
FY 03-04 Final Appropriation $1,800
HB 04-1422| FY 04-05 Long Bill $1,800
FY 04-05 Final Appropriation $1,800
SB 05-209 | FY 05-06 Long Bill $1,800
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Bill Description Total Funds
FY 06-07 Base Request $1,800
General Fund $900
Federal Funds $900

(D DIVISION OF YOUTH CORRECTION-MEDICAID FUNDING

The Division of Youth Corrections provides managetraerd oversight of juveniles who are detained whilaiting adjudication,
and who are committed to the Department of Humawi&es after adjudication. The FY 03-04 Long B8R 03-258) appropriation
was $9,727,773.

This line was affected by the 2.95% increase in F@ddedical Assistance Percentage (FMAP) for thertfo quarter of FY 02-03,
and all of FY 03-04. This increase was an accognadjustment between the fund splits and is budgetral to the total
appropriation; the adjustment is shown in the Sualee8s.

Changes from the FY 03-04 final appropriation te #Y 04-05 Long Bill was an increase of $1,836,07the change included
increases in the mix of Residential Treatment Cenéerd Residential Child Care Facilities for $2,888, and in the Residential
Treatment Center rates and providers by $252,08&ditianally, there were decreases for beds at Labkéountain for $687,551,
annualization of beds at Mount View for $229,184eap-year adjustment of $31,117, and a decreasm$eload and miscellaneous
adjustments for $116,990. The FY 04-05 Long Bill myppiation was $11,563,845.

Change Requests submitted for FY 04-05 were: #NPgpulation Impacts on Contract Bed PlacemeniShstted on November 3,
2003 (page H.9-2) and #BASN-1, “Population ImpamsContract Replacements” submitted on Januar2@34 (page BAS.6-1).
The 1331 Emergency Supplemental Request for additionds for contract beds was appropriated in SB.03 for $2,068,379. The
FY 04-05 final appropriation was $13,632,224.

The FY 05-06 Long Bill (SB 02-509) was for $15,09200 This reflects an increase of $1,458,846, coragrif an adjustment to
contract placements for $1,414,968, an adjustneetiid managed care pilot project for $4,121, anddxition to Personal Services
costs of $39,757. A 0.2% Office of State Plannamgl Budgeting Reduction for $136 was the only ckafigm the FY 05-06
appropriation to the FY 06-07 Base Request. The 60 DBase Request is $15,090,934.

Bill Description Total Funds
SB 03-258 | FY 03-04 Final Appropriation $9,727,773
Change Mix of Residential Treatment Centers anddeasal Child Care Facilities (as noted|in $2,648,832
Department of Human Services Figure Setting, Felrija, 2004, page 37)
Change Residential Treatment Center Rates and dersviUsed in Bed Plan (as noted|in $252,082
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Bill Description Total Funds

Department of Human Services Figure Setting, Felria, 2004, page 37)
Lookout Mountain Beds (Department of Human Sewiegure Setting, February 17, 2004, page ($687,551)
37)
Annualization of Mount View Beds (Department ofrhlan Services Figure Setting, February 17, ($229,184)
2004, page 37)
Leap Year Adjustment (Department of Human Serviegsire Setting, February 17, 2004, page ($31,117)
37)
Caseload and Miscellaneous Adjustments (DepartnoeénHuman Services Figure Setting, ($116,990)
February 17, 2004, page 37)

HB 04-1422| FY 04-05 Long Bill $11,563,845

SB 05-112 | 1331 Emergency Supplemental — Requesididitional Funds for Contract Beds for FY 04-05 (%8,379
FY 04-05 Final Appropriation $13,632,224
Adjustment to Contract Placements $1,414,968
Adjustment to Managed Care Pilot Project $4,121
Addition of Personal Services Costs $39,757

SB 02-509 | FY 05-06 Long Bill $15,091,070
0.2% Office of State Planning and Budgeting Reiduact ($136)
FY 06-07 Base Request $15,090,934
General Fund $7,545,467
Federal Funds $7,545,467
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