COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FINANCING - FY 07-08 CHANGE REQUEST

Schedule 6
Change Request for FY 07-08

Departinent: Health Care Policy and Financing Dept. Approval by: Tohn Battholotnew Date: November 1, 2006
Priority Nwumber: DI-1 OSEB Approval: Date:
Program: Iedical Assistance Office Statutory Citation: 25.5-4-104 (13, and 25.5-5-101 {13, C.E.3. (20086)
Request Title: Eequest for FY 07-08 Medical Services Premiums
1 2 3 4 5 [ 7 8 9 10
Total Decision/ Total Change
Prior-Year Supplemental Revised Base Base November 1 Budget Revised from Base
Actual Appropriation Request Request Request Reduction Request Amendment Request in Out Year
Fund FY 05-06 FY 06-07 FY 06-07 FY 06-07 FY 07-08 FY 07-08 FY 07-08 FY 07-08 FY07-08 FY 08-09
Total of All Line Total| 1,596,264,308 ] 2,111,287 558 0] 2,111,287 555 | 2,125,566,186 | 149426 166 | 2,274,952,352 0] 2,274,992,352 | 145,426,166
Ttemns FTE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
GF| 714906452 740721857 0 T40,721,857 | 746,875,977 53,959 687 200,335,664 0 983,161,159 53,959,687
GFE| 261,300,000 256,100,000 0 256,100,000 1 256,100,000 0 256,100,000 0 0 0
CF 0 76,512 0 76,512 76,512 {38,256) 38,256 0 76,512 (38,2561
CFE 23,713,210 55,563,806 0 55,563,806 56,549,000 19,753,332 76,302,332 0 70,828,581 19,753,332
FF| 996,344,645 | 1,058,825,384 0] 1,058,825.384 | 1,065,%64,657 75,751,403 | 1,141,716,100 0] 1,047,277.523 75,751,403
(2) Medical Services
Premnums Total| 1,596,264,308 12,111,287 559 0] 2,111,287 555 1 2,125,566,186 | 149426 166 | 2,274 992 352 0] 2,274,992.352 | 149,426,166
FTE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
GF| 714906452 | 740,721,857 0 740,721,857 | 746,875,977 53,959 687 200,335,664 0 983,161,159 53,959,687
GFE| 261,300,000 25£,100,000 0 256,100,000 1 256,100,000 ] 256,100,000 0 0 0
CF 0 76,512 0 76512 76,512 (38,256) 38,256 0 76,512 (38,2563
CFE 23,713,210 55,563,806 0 55,563,806 56,549,000 19,753,332 76,302,332 0 70,828,581 19,753,332
FF| 596,344,645 | 1,058,825,384 0] 1,058,825,384 | 1,065,%64,657 75,751,403 | 1,141,716,100 0 1,047,277,523 75,751,403

Letter Notation:

Cash Fund name/Nunber, Federal Fund Grant Name:

IT Request:

CF: Prowider Fees and Service Fees

CFE: Certified Public Expenditures, Breast and Cerwical Cancer Prevention and Treatment Fund,

Health Expansion Fund, and Prevention, Early Detection, and Treatment Fund (Transferred from the Department of Public Health and
Environment). FF: Title 3050

Request Affects Other Departments: o Yes X No (If Tes, List Other Departments Here: )

o Yes X No (If yes and request includes more than 500 programming howrs, attach IT Project Plan)

Page G.1




COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FINANCING - FY 07-08 BUDGET REQUEST

Department:
Priority Number:
Program:
Request Title:

Schedule &

Change Request for FY 0708

Health Care Policy and Financing
DI-2 OSPB Approval:
Behavioral Health BEenefits Statutory Citation:
Fequest far FY 07-08 Medicaid Community Mental Health Programs

Dept. Approval by:

John Bartholomewy

Date:
Date:

Movermber 1, 2006

255-5-308, C R.5.(2006), 25.5-5-408, C.R.5. (2006),
255-5-411, CR.S. (2006);

1 2 3 4 5 6 7 8 9 10
1331 Total Decision/ Total Change
Prior-Year Supplemental Revised Base Base Nowvember 1 Buiget Revised from Base
Actual Appropriation Request Request Request Reduction Request Amendment Request in Ot Year
Funid Fy 0506 Fy 06-07 Fy 06-07 Fr 06-07 Fy 07-08 Fy 07-08 Fy 07-08 Fy 07-08 Fy 07-08 Fr 08-09
Total| 205064 728 223825 231 0 223825 281 223825 281 10,181 652 | 234 006 933 0 234 006 933 10,181 652
Total of All Line Items FTE 0.00 0.00 Q.00 0.00 0.00 0.00 0.00 0.00 0.00 Q.00
GF 58,888 902 93,941 318 0 93541 318 93841 318 5,088 974 99 030 292 0 99 030 292 5,088 974
GFE 0 0 0 0 0 0 0 0 0 0
CF 0 0 0 0 0 0 0 0 0 0
CFE 27190918 33,783 245 0 33783245 33783245 {1,857 B03) 31 926 447 0 31,925 442 {1,857 B03)
FF 80 284 910 96,100,718 0 95100718 95100718 5,950 431 103,051,199 0 103,051,199 5,950 431
(3 Medicaid Mental
Health Community Total| 1B64 339222 178,184 177 12,275 081 190 458 253 178,184 177 26167 116 | 204 351 293 0 204 351,293 26,167 116
Programs (&) Mental FTE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Health Capitation GF f2 328 858 86 935 767 6,137 541 93,073,308 A6 955 767 11,229 312 95,165 073 0 95 165,079 11229312
Payrments GFE 0 0 0 0 0 0 0 1] 0 0
CF 0 0 0 0 0 0 0 0 0 0
CFE 85,498 2,183 241 0 2,153 241 2,153 241 1,845 936 4,000 227 0 4,000 227 1,845 986
FF 52 424 866 59 095 169 5,137 540 95 232 709 89 095 169 13,090 818 102,185 957 0 102,185 987 13,090 318
{3) Medicaid Mental
Health Community
Programs (B) Other Total 1,231,390 1.736019 0 1736019 1./736019 5594 1730425 0 1,730 425 5,584)
Medicaid Mental Health FTE 0.0o 0.0o Q.00 0.00 0.0o0 0 0.0o 0.00 0.0o0 0.00
Payments (1) Medicaid GF G158 595 865 010 0 865 010 865 010 (2,797) 805 213 0 865,213 2.797)
Mental Health Fee for GFE 0 0 0 0 0 0 0 0 0 0
Service Payments CF 0 0 0 0 0 0 ] a ] ]
CFE 0 0 0 0 0 0 0 0 0 0
FF 515 695 865 009 0 5658 009 5658 009 2,790 865 212 0 865 212 .797)
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COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FINANCING - FY 07-08 BUDGET REQUEST

Department:
Priority Number:
Program:
Request Title:

Health Care Policy and Financing

0l-2

Behavioral Health Benefits

Fequest far FY 07-08 Medicaid Community Mental Health Programs

Schedule 6
Change Request for FY 0708

Dept. Approval by:

OSPB Approval:

Statutory Citation:

John Bartholomewy

Date:
Date:

255-5-308, C R.5.(2006), 25.5-5-408, C.R.5. (2006),
255-5-411, CR.S. (2006);

Movemnber 1, 2006

IT Reguest: Yes

Mo |(If yes and reguest includes mare than 500 prograrmming hours, attach T Project Plan)
{If ¥es, List Other Depattments Here: ) Department of Human Services

Request Affects Other Departrnents:

Yes X

Mo

1 2 3 4 5 6 7 8 9 10
1331 Total Decision/ Total Change
Prior-vear Supplemental Reviseil Base Base November 1 Builget Revised from Base
Actual Appropriation Request Request Request Reduction Request Amendment Request in Ot Year
Fund Fy 05-06 FY 06-07 FY 06-07 FY 06-07 Fy 07-08 Fy 07-08 FY 07-08 FY 07-08 Fy 07-08 FY 08-09
{3) Medicaid Mental
Health Community Total| 27106418 31 /30 004 0 31 630,004 31 630004 (3,704 789y 27925215 0 27 925 215 (3,704 ,739)
Pragrams (B) Other FTE 0.00 0.00 0.00 0.00 0.00 0 0.00 0.00 0.00 0.00
Medicaid Mental Health GE ] ] ] ] ] ] ] 0 ] ]
F'ayrments (3) hedicaid GEE ] ] ] ] ] ] ] 0 ] ]
Anti-Psychotic CF D D D D D D D i D D
Fharmaceuticals CFE| 27105418 31 B30 004 0 31 B30,004 31 B30,004 (3,704 789y 27 925215 0 27 025 215 (3,704,789
FF 0 0 0 0 0 0 0 i} 0 0
{B) Department of Human
EBNC'ICESP— MEd'Cﬁ'dF Total| 11893598 12276081 | (12,275,083 ] 12275081 | (12275080 0 ] o] (122750810
unded Programs; (F) FTE 0.00 0.00 0.00 0.00 0.00 0 0.00 0.00 0.00 0.00
hental Health and
Alcohol and Drug Abuse GF 5,944 349 6,137 541 5,137 541) 0 6,137 541 {6,137 241) 0 0 0 5,137 541)
Serices — Medicaid GFE 0 o o 1] 1] a ] o 0 0
Funding; Mental Health CF 0 0 0 0 0 0 ] a ] ]
Community Pragrams, CFE 0 0 0 0 0 0 0 0 0 0
CE L e FF| 5944349 6,137 540 (6,137 540) 0 6,137 540 (6,137 540) 0 o 0] (5,137,540
Letter Motation:
Cash Fund name/number, Federal Fund Grant name: CFE: Breast and Cervical Cancer Prevention and Treatment
Fund - Fund 15D FF: Title XX
CFE: Health Care Expansion Fund - Fund 18K FF: Title XX
CFE: Cessation, Prevention, and Detection Fund FF: Title =
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COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIRMNG — FY 07-08 BUDGET REQUEST

Department:
Priority Number:
Program:
Request Title:

Health Care Policy and Financing

0l-3

Child Health Plan Plus Division
Adjust Children's Basic Health Plan Medical Premium and Dental Costs for

Caseload and Rate Changes

Schedule 6

Change Request for FY 0708

Dept. Approval by:
OSPB Approval:
Statutory Citation:

John Bartholomew

Date:
Date:

Movember 1, 2006

25 5-6-105, C.R.S. (20069, 25.5-6-109, C.R.5. (2008), 25.5-8-107 (1) (a) (-1, C.R.5.
(2006, 24-22-117 (2) (a) () (&), ©.R.5. (2006)

1 2 3 4 5 6 7 8 9 10
Total Decision/ Total Change
Prior-Year Supplemental Revised Base Base N ber1 Budget Revised from Base
Actual Appropriation Request Request Request Reduction Request A 1 t Request in Qut Year
Fund FY 0506 FY 0607 FY 0607 FY 0607 FY 0708 FY 0708 FY 0708 FY 0708 FY 0708 FY 0809
Total of All Line Items Total 100,715,869 76,476,908 0 76,476,908 76,583,456 26,150,507 102,734 353 0 102,734 393 26,403 265
FTE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
GF 2,000,000 0 0 0 0 4,451,965 4,451,965 0 4,451,965 4,541,129
GFE 0 0 0 0 0 0 0 0 0 0
CF 191,726 192,072 0 192,072 192,396 47 163 235 859 0 235 559 47 487
CFE 52,544 592 26,824 539 0 26,824 539 26,861,939 7,598 277 34 460,216 0 34 460,216 7 566,204
FF 45983 551 49 460 297 0 49 460 297 49,529,151 14,023 499 63,552 550 0 63,552 550 14,148 445
4) Indigent Care Program:
HB 97-1304 Children’s Basic Total 29,431,057 192,072 0 192,072 192,396 4529131 4721 527 0 4,721 527 4588 516
Health Plan Trust FTE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
GF 2,000,000 0 0 0 0 4,481,968 4,481,568 0 4,481,568 4,541,129
GFE 0 0 0 0 0 0 0 0 0 0
CF 191,726 192,072 0 192,072 192,396 47 163 235 859 0 235 559 47 487
CFE 27 238 331 0 0 0 0 0 0 0 0 0
FF 0 0 0 0 0 0 0 0 0 0
4) Indigent Care Program:
Children’s Basic Health
Plan Premium Costs Total 65,915,891 70371177 0 70371177 70,466,775 20913747 91,380,525 0 91,380,525 21,106 520
FTE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
GF 0 0 0 0 0 0 0 0 0 0
GFE 0 0 0 0 0 0 0 0 0 0
CF 0 0 0 0 0 0 0 0 0 0
CFE 23,426,139 24,754,759 0 24,754,759 24,783,430 7,350 467 32,138,897 0 32,138,897 7,418,394
FF 42,493 752 45 616,418 0 45 616,418 45 573,348 13,563 280 59241 528 0 59241 528 13 658 226
{4) Indigent Care Program:
Children’s Basic Health
Plan Dental Benefit Costs Total 5,368,921 5,913 559 0 5,913 559 5524312 708,029 6,632,341 0 5532341 708,029
FTE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
GF 0 0 0 0 0 0 0 0 0 0
GFE 0 0 0 0 0 0 0 0 0 0
CF 0 0 0 0 0 0 0 0 0 0
CFE 1,879,122 2,063,780 0 2,063,780 2,073,509 247 810 2,321,319 0 2,321,319 247 810
FF 3,489,799 3,543 879 0 3,543 879 3,550,803 460,219 4,311,022 0 4,311,022 460,219

Letter Notation:

Cash Fund name/number, Federal Fund Grant name:

IT Request: No

Request Affects Other Departments:

CF: Annual Enrollment fees of CBHP enrollees  CFE: Tobacco Litigation Settlerment and Fund 11G (CBHP Trust Fund) and Fund 18K (The

Health Care Expansion Fund)

FF: Title ¥x

(If ves and request includes more than 500 programming hours, attach T Project Plan)
{If ¥es, List Other Departments Here: )

No
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COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIRMNG — FY 07-08 BUDGET REQUEST

CHANGE REQUEST for FY 07-08

EFFICIENCY AND EFFECTIVENESS ANALYSIS

SELECT ONE (click on box):
M Decision Item
O Base Reduction Item

0 Supplemental Request Criterion:
[0 Budget Request Amendment Criterion:
Priority Number: DI-3

Change Request Title:

Adjust Children’s Basic Health Plan Medical Premiand Dental Costs for Caseload
and Rate Changes

Long Bill Line Item(s)

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

State and Federal Statutory Authority:

The Social Security Act, Title XXI (42 U.S.C. 13%vthrough 1397jj)
25.5-8-105, C.R.S. (2006), 25.5-8-109, C.R.S. (2028.5-8-107 (1) (a) (h-(I1), C.R.S

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

Summary of Request (Alternative :A)

This request is to increase the total funds gmomton for the Children’s Basic Health
Plan Premium Costs by $20,913,747 from the FY OB@8e Request of $70,446,778.
The requested caseload in FY 07-08 is 50,143 dnldgind 27,256 prenatal member
months. This request also seeks to increase tlildr€iis Basic Health Plan Dental
Benefit Costs appropriation by $708,029 from the(@+¥08 Base Request of $5,924,312.
The adjustments requested for FY 07-08 are theesett of increased caseload estimates
and higher medical and dental costs. Cash Funésnfixfunding is drawn from the
Children’s Basic Health Plan Trust Fund and theltde@are Expansion Fund. This
request also seeks to increase the appropriati@asii Funds for annual enrollment fees
into the Children’s Basic Health Plan Trust Fund$dy,163, as well as a General Fund
appropriation to the Children’s Basic Health Plarust Fund in the amount of
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COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIRMNG — FY 07-08 BUDGET REQUEST

$4,481,968 for FY 07-08 in order to balance thesTRund due to increased expenditures
for traditional clients.

Alternative A {Recommended alternative}:

Problem or Opportunity Description

The Children’s Basic Health Plan, marketed as thiédGHealth Plan Plus, is a program
that provides affordable health insurance to childunder the age of 19 in low-income
families (up to 200% of the federal poverty lewsho do not qualify for Medicaid and
do not have private insurance. The Children’s 8&#talth Plan is a non-entitlement
program with a defined benefit package that usestwed administration. The federal
government implemented this program in 1997, giatages an enhanced match on State
expenditures for the program. Colorado began sgrehildren in April of 1998. Where
available, children enroll in a health maintenaocganization. The Plan also has an
extensive self-insured managed care network tlatiges services to children until they
enroll in a selected health maintenance organizaaod to those children who do not
have geographic access to a health maintenanceipagan.

In October 2002, under an expansion authorized I/ #2-1155 and a federal

demonstration waiver, the program began offeringlthebenefits to pregnant women
earning up to 185% of the federal poverty level vaine not eligible for Medicaid. Due

to budget balancing, enrollment into the Prenata Belivery Program was suspended
from May 2003 through June 2004, with SB 03-29he Prenatal and Delivery Program
stopped funding care in November 2003, when theam@nmg prenatal care, deliveries,
and postpartum care became a responsibility oSthte-Only Prenatal Program, until all
enrolled women had delivered and received two neombstpartum care. Also, the
children’s program was capped in November 2003Jully 2004, both programs began
accepting new applicants again.

HB 05-1262 (Tobacco Tax bill) contained severalvmions that affected enrollment in
the Children’s Basic Health Plan. The followingvleahad, and will continue to have,
fiscal and caseload impacts through FY 07-08:
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COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIRMNG — FY 07-08 BUDGET REQUEST

* Increase eligibility to 200% of the federal poveldyel, which was implemented on
July 1, 2005;

» Provide funding for enrollment above the FY 03-04odiment level,

* Provide funding for cost-effective marketing, whimegan on April 1, 2006, and;

*  Remove the Medicaid asset test effective July 062@hich has moved clients from
the Children’s Basic Health Plan to Medicaid.

The FY 06-07 Long Bill (HB 06-1385) appropriatioarfthe Children’s Basic Health
Plan Premium Costs was based on projected enrdilofe#2,590 children and 1,578
adult prenatal clients per month. HB 06-1385 appated $70,371,177 in total funds to
the Children’s Basic Health Plan Premium Costs.

The dental benefit for children was added to theld@dn’s Basic Health Plan on
February 1, 2002. This benefit is managed throagbtapitated contract with Delta
Dental, a dental plan administrator. As such,dbetracted administrator bears the risk
associated with the dental benefit. The plan adhtnator has an extensive statewide
network with over seven hundred providers. Theldtén's Basic Health Plan (CBHP)
dental benefit is comprehensive, and limits eadhd ¢b $500 worth of services per year.

The FY 06-07 Long Bill (HB 06-1385) appropriatioarfthe Children’s Basic Health
Plan Dental Benefit costs was based on projectealerent of 37,053 clients per month.
HB 06-1385 appropriated $5,913,659 in total furmstiie Children’s Basic Health Plan
Dental Benefit Costs. Provisions in the Tobaccx Bl (HB 05-1262) that have

affected the Premiums line also affect the Denaldits line.

General Description of Alternative This Alternative seeks:
* The funding necessary to allow natural enrollmewningh for children and pregnant
women;

 To adjust the rates for medical and dental servineaccordance with actuarial
projections, and;
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COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIRMNG — FY 07-08 BUDGET REQUEST

* To adjust the Cash Funds appropriation to the @mld Basic Health Plan Trust
Fund for a revised estimate of enrollment fees,wad as the General Fund

appropriation to balance the Trust Fund.

FY 06-07 FY 06-07 Revised| FY 07-08 Percent Change

Summary of Requested Changes for Children | Appropriation Estimate Request | in Rate/ Caseload
Base Children's Caseload (with Marketing) 51,612 57,994 67,890 31.6%
Remove Medicaid Asset Test (12,979) (12,045) (22,841) -
Increase Children's Eligibility to 200% FPL 3,965 3,306 5,094 28.8%
Total Children's Caseload 42,590 49,255 50,143 17.7%
Children's Blended Ralte $104.14 $105.88 $112.68 8.5%
Dental Caseload (78.9% of the Premiums Caseload) ,0537 38,862 39,563 6.8%
Dental Rate $13.30 $13.30 $13.97 5.0%
Summary of Requested Changes for Prenatal FY 06-07 FY 06-07 Revised| FY 07-08 | Percent Change in

Program Appropriation Estimate Request Rate/ Caseload

Traditional Prenatal Member Months (with Marketing) 1,428 1,428 1,428 -
Expansion Prenatal Member Months 17,508 17,913 25,828 47.5%
Total Prenatal Member Months 18,936 19,341 27,256 43.9%
Prenatal Rate $905.54 $1,045.44 $865.10 -4.5%

Calculations to support this request can be foudtachment 1 behind this document.

! The children’s blended rate consists of a weightestage of the HMO rate (58%) and the rate foiS#k-Insured Managed Care Network (42%).
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COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIRMNG — FY 07-08 BUDGET REQUEST

L. Description of Alternative Related to CBHP Childrens Premiums
Caseload (see Table G of Attachment 1)

The current appropriation for FY 06-07 includes dung for an average monthly
enrollment of 42,590 children, consisting of 38,6B&ditional and 3,955 expansion
clients. This request projects the FY 06-07 avenagnthly enrollment to be 49,225,
with 45,949 traditional and 3,306 expansion clienffe traditional children projection is
18.9% higher than the appropriated caseload anex@nsion projection is 16.4% lower
than the appropriation, resulting in a total chelils caseload projection that is 15.6%
higher than appropriated. However, enrollmentatend of FY 06-07 is projected to be
43,781. The forecasted decrease in enrollment twercourse of FY 06-07 is the
anticipated result of removing the Medicaid assst bn July 1, 2006. The FY 07-08
average monthly enroliment is projected to be 58, dmprised of 45,049 traditional
and 5,094 expansion children. This represent®% 2lecline in the traditional children
caseload and 54.1% growth in expansion childreayihg growth of 1.8% in total
children’s caseload.

Implementation of the Medicaid Asset Test Remageal {able G of Attachment 1)

HB 05-1262 (Tobacco Tax bill) removed the Medicasset test for low-income children
and families. Medicaid eligibility extends to 13386 the federal poverty level for
children up to 5 years of age, and to 100% of duefal poverty level for children over
the age of 5. Historically, about 39.5% of thesiots in the Children’s Basic Health Plan
would be income eligible for Medicaid, except foetMedicaid asset test. In calculating
the impact of removing the asset test, the Departrassumes that this percentage is
constant for FY 06-07 and FY 07-08.

The Centers for Medicare and Medicaid Servicescatedd clients should only become
eligible for the medical assistance programs ateomplete eligibility redetermination.
The Children’s Basic Health Plan requires an aneligibility redetermination for each
client on the anniversary date they entered thgram. This effectively means the asset
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COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIRMNG — FY 07-08 BUDGET REQUEST

test removal will be implemented gradually over toeirse of FY 06-07 as clients come
up for their annual eligibility redetermination. @hDepartment’s projection of the
number of children transitioning to Medicaid is smoin Table G of Attachment 1
behind this document. In developing this projattithe Department assumed that
redeterminations are spread evenly throughout ¢lae, yand that a uniform percentage of
the caseload will transition to Medicaid every nfonEor FY 07-08, all clients will have
undergone redetermination, so the adjustment istaoh

Marketing the Children’s Basic Health Plan (see [EaB of Attachment 1)

HB 05-1262 (Tobacco Tax bill) provides funding foost effective marketing of the
Children’s Basic Health Plan. A contract with Maxis was executed in January 2006,
and marketing started on April 1, 2006. The Departt assumes that the impact of
marketing on children’s caseload will be high a tieginning of the fiscal year, as the
campaign is new and reaches a large number of gedtehients. The effectiveness is
expected to decrease over the course of the yaheamol of potential clients who have
not been exposed to the campaign declines. Thé&etnag impact for the prenatal
caseload is calculated using similar assumptioffowever, due to the size of the
population, the Department assumes that marketithdpevtwice as effective and that the
campaign will have a more lasting impact on the cdtgrowth.

A new marketing campaign will be launched for thegibning of FY 07-08, so the
impact is expected to increase. However, the Dement assumes that the effectiveness
will decrease in the second year of the campaigh@ number of potential new clients
has decreased by the number who were enrolledeirCthildren’s Basic Health Plan in
the previous year. The adjustments for both thielrem’s and prenatal populations in
FY 07-08 are thus assumed to be lower than in F9QGnNd exhibit the same pattern of
declining effectiveness described above.
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COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIRMNG — FY 07-08 BUDGET REQUEST

Traditional Children’s Basic Health Pla@aseload (Table G of Attachment 1)

The methodology used in determining the ChildréBesic Health Plan caseload at this
time is to count capitations. Because the ChildrBasic Health Plan uses accrual based
accounting, these capitations include five montheetvoactivity. As a result, caseload
for FY 05-06 is not yet final. Traditional childrs population (to 185% of the federal
poverty level) enrollment for the remainder of F¥-06 is projected using a six month
average count of retroactive capitations. Inclgdmetroactivity, there were 45,948
children enrolled in the program in this incomegaim January 2006.

Between January 2005 and January 2006, caselaagimcome range increased by an
average of 663 members per month. Given this tetend and incorporating the
estimated marketing impact, the Department hasnastd the traditional children’s
caseload to grow by 1,201 clients in July 2006 reesing to 731 clients per month by
the end of the fiscal year. In addition, the Défiteduction Act of 2005, which does not
apply to the Children’s Basic Health Plan, is expddo add an annual average of 172
children as they lose Medicaid eligibility due tetidentification. As more data becomes
available, the caseload estimates will be revised.

Building from this projection, for FY 07-08 the Dapment assumes that monthly base
growth will decrease as the economy continues ¢over, and children and families no
longer meet the income requirements. Monthly lisevth is projected to decline by
10% to 597 traditional children. Incorporating thstimated marketing impact, the
traditional children’s caseload is projected tovgrby 1,081 clients in July 2007,
decreasing to 658 clients per month by the endheffiscal year. As in FY 06-07, the
Deficit Reduction Act is projected to add clientsHY 07-08.

Children to 200% of the Federal Poverty Level (a8l of Attachment 1)
On July 1, 2005, the Department implemented theO8B.262 provision that increased

eligibility for children in the program from 185% the federal poverty level to 200% of
the federal poverty level. As with the traditiordiildren, the FY 05-06 caseload for this
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COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIRMNG — FY 07-08 BUDGET REQUEST

income range is not yet final. Expansion poputagoroliment for the remainder of FY
05-06 is projected using a three month averagetafuetroactive capitations. Including
retroactivity, there were 1,638 children enrolledthe program in this income range in
January 2006.

Between July 2005 and January 2006, enrollmenhigrihcome range increased by an
average of 150 members per month. Given this tetend and incorporating the

estimated marketing impact, the Department is fstieg the expansion children’s

caseload to grow by 169 clients in July 2006, ozsireg to 153 per month by the end of
the fiscal year.

Building from this projection, for FY 07-08 the Dapment assumes that monthly base
growth will decrease as the economy continues ¢over, and children and families no
longer meet the income requirements. Monthly lsevth is projected to decline by
10% to 135 expansion children. Incorporating tilséineated marketing impact, the
expansion children’s caseload is projected to gtwyv 152 clients in July 2007,
decreasing to 138 per month by the end of thelfiszar.

Final Children’s Caseload Projection

The final children’s caseload projection for FY 0B-is an average monthly enrollment
of 49,255. This is the base caseload projectictudiing the impact of marketing, less
the reduction in caseload from the removal of thedMaid asset test, plus the expansion
to 200% of the federal poverty level and the inseedue to the Deficit Reduction Act.
Monthly growth in FY 07-08 in the children’s casatbincluding marketing is projected
to decline by 10% from FY 06-07 level, resultingarbase average monthly enrollment
of 67,890. Adjusting down for the removal of theedliicaid asset test and adding in the
average monthly enrollment of the expansion childemaves a final caseload projection
for FY 07-08 of 50,143. See the summary tablewelo

HB 05-1262 directed that the expansion clients $486 200% of the federal poverty
level) be financed with monies from the Health CBspansion Fund. For traditional
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children (up to 185% of the federal poverty levehseload beyond the FY 03-04 level of
560,328 member months is financed by the Healtle Expansion Fund rather than the
Children’s Basic Health Plan Trust Fund. The D#pant is forecasting that traditional
children caseload will not reach this level in eitlkY 06-07 or FY 07-08.

FY 06-07 Appropriated FY 06-07 Revised FY 07-08 Request

Children's Caseload Summary Caseload Caseload Caseload
Traditional Base Caseload with Marketing 51,612 57,994 67,890
Impact of Removing the Medicaid Asset Test (12,979) (12,045) (22,841)
Traditional Children Subtotal 38,635 45,949 45,049
Increase eligibility to 200% Federal Poverty Level 3,955 3,306 5,094
42,590 49,255 50,143

Final Caseload Forecast

Children’s Rates

Children’s Basic Health Plan clients are serviced dither a health maintenance
organization (HMO) at a fixed monthly cost, or bytAem, which is a no-risk provider
that bills the State directly for all costs incuréself-funded). The average per month
cost for each HMO client is projected to be $95m4Y 06-07, which is 26.0% lower
than the $120.30 expended on average for eacHuseléd client. Based on FY 05-06
actual and projected caseload, the Department &sstinat 42% of all clients in the
traditional and expansion populations are in tHéfaaded plan, and the remainder is
served by the health maintenance organizations \58pplying this ratio to the actuarial
rates developed yields a blended rate of $105.88venage per client per month across
all populations in the Children’s Basic Health PRremiums group for FY 06-07. The
FY 06-07 appropriated rate assumed that 35% afitslieere in the self-funded plan and
65% were in an HMO. The change in the assumpgganding plan ratios results in a
revised blended rate estimate for FY 06-07 that786 higher than the appropriation.

Page G.10



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIRMNG — FY 07-08 BUDGET REQUEST

The Children’s Basic Health Plan is responsible dibrcosts incurred by its members,
including any extraordinary health care servicedlhile the per member per month
medical cost includes some variability in costs @dent, a single child with catastrophic
health care claims (such as for a life-threateniingss or severe auto accident) could
cost the program potentially hundreds of thousasfddollars. Unlike Medicaid, the
Children's Basic Health Plan is not an entitlenogram and the Department does not
have overexpenditure authority for this prograne @hildren’s Basic Health Plan must
pay all claims incurred through its annual appragon. Presently, the Department
mitigates this risk by purchasing reinsurance. nBaiance protects insurers from
catastrophic claims by paying for claims over adptermined dollar amount.
Reinsurance premiums are paid by a per member pethntharge. Like the State,
health maintenance organizations are responsibledweering claims for catastrophic
cases enrolled in their plans, and often use reamse coverage to mitigate their
financial risk in this area as well.

In developing the actuarial rates for the self-ethdyroup, these notable assumptions
were made:

* Denied claims were not included;

» Claims for newborns with mothers enrolled under @eldren’s Basic Health Plan
Prenatal Program were removed if services wereopagd within 15 days of birth,
and,;

» Claim cost projections assumed to grow at 8.2%.

The self-funded rate per person for FY 06-07 of($3Q is 11.1% greater than the rate
used in FY 05-06 ($108.30). The FY 06-07 rateudek $27.44 in administrative costs
and $2.59 in risk insurance per client per montthénself-funded program.

The health maintenance organization (HMO) raté=f6r06-07 of $95.44 is a decrease of
2.1% from the capitated rate paid to HMO providersY 05-06 ($97.44 per member
per month). The same basic assumptions that wesk fos the development of the self-
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funded rate were also used to derive the HMO tdtsvever, it should be noted that the

HMOs define their own benefit structures and, ahsaan offer more benefits than the

Department requires. In calculating the rates, ¢betracted actuary disregarded the
additional benefits and costs of services provigleove and beyond those required by the
Department.

For rates effective in FY 07-08, the Departmenttamrted with the same actuary to
develop the health maintenance organization arfefiseled network blended rate. The
assumptions used in the FY 06-07 determinationatdésr were used in the FY 07-08
determination, with the claim cost projected tovgtwy 7.2%, down from 8.2% in FY 06-
07. However, the contracted actuary identified factors that could have a significant
impact on estimated rates for FY 07-08. First,rémaoval of the Medicaid asset test will
move any Children’s Basic Health Plan client unt@®% or 133% of the federal poverty
level onto Medicaid (depending on the age of thédghthus decreasing the FY 07-08
caseload. Second, both membership data and claates wlere used to identify the
income level of clients, which effects the calcudatof rates.

According to the contracted actuary, the self-fuh@@&nthem) program is projected to
spend $124.00 per member per month in FY 07-08¢chwis a 3.1% increase over the
previous fiscal year's rate of $120.30. The new GX08 rate includes an estimated
$29.00 in administrative costs and $2.43 in riskurance costs per client per month in
the self-funded program. The contracted actuarymasd that health care costs would
grow at an estimated 7.15% based on other induegorts.

As with the FY 06-07 calculation of the health ntamance organization rate, the FY 07-
08 calculation did not include costs and benetitsva and beyond those required by the
Department. The projected rate for HMOs in FY 07i885104.48 per member per
month, which is a 9.4% increase over the FY 06-0fHate of $95.44. A history of the
health maintenance organization and the self-furdgtdiork rates can be found in the
table at the end of Section Il (page 17). Assupthe HMO and self-funded ratios used
for FY 06-07 are constant for FY 07-08, the blenctd is $112.68.
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I. Description of Alternative Related to the Preratal Program
Traditional Prenatal Caseload (Table H of Attachmgn

The methodology used in determining the ChildreBésic Health Plan caseload is to
count capitations. Because the Children’s BasialtdePlan uses accrual based
accounting, these capitations include five montheetvoactivity. As a result, caseload
for FY 05-06 is not yet final. The traditional pegal population enrollment for the
remainder of FY 05-06 is projected using a six rhoatverage count of retroactive
capitations.

Enrollment in the prenatal program was suspendéday of 2003, and reopened in July
2004. Since the program was reopened, caseloatiisnincome range (including
retroactivity) has grown to 1,107 clients enrolladJanuary 2006. From February 2005
to December 2005, caseload grew by an average oliédts per month. As there are a
finite number of women in the State who may qualdy this program, the Department
assumes that growth will slow as enrollment neasataration point. As such, the FY
06-07 forecast assumes that base growth will deerbg 10% after 6 months. Given this
and the estimated marketing impact, the Departimseotecasting the traditional prenatal
caseload to grow by 51 clients in July 2006, desirepto 37 clients per month by the end
of the fiscal year.

As the program continues to mature, the FY 07-@8eption assumes that enrollment
growth for women up to 185% of the federal povéetyel will continue to slow, by 10%
for the first half of the fiscal year, and a funtti®©% in the second half. Given this and
the estimated marketing impact, the Departmenbiechsting the traditional prenatal
caseload to grow by 43 clients in July 2007, desirgpto 30 clients per month by the end
of the fiscal year.

Page G.13



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIRMNG — FY 07-08 BUDGET REQUEST

Increase Prenatal eligibility to 200% of the FederBoverty Level (Table H of
Attachment 1)

On July 1, 2005, the Department implemented aneas® in eligibility for prenatal
women in the program from 185% of the federal ptgvésvel to 200% of the federal
poverty level. As with the traditional prenatalppation, the FY 05-06 caseload for this
income range is not yet final. The expansion pdr@opulation for the remainder of FY
05-06 is projected using a three month averagetooiuretroactive capitations. There
were 118 women enrolled in the program in this meaange in January 2006, the most
recent month of capitations including all retroaityi Due to the newness of this
program, monthly growth is projected using caselagttiout retroactivity. From July
2005 to June 2006, caseload without retroactivigigby an average of 12 clients per
month. As there are a finite number of women ia 8tate who may qualify for this
program, the Department assumes that growth vaW sls enrollment nears a saturation
point. The FY 06-07 forecast assumes that basetirwill decrease by 10% after 6
months. Given this and the estimated marketingaohpthe Department is forecasting
the expansion prenatal caseload to grow by 22 telien July 2006, decreasing to 16
clients per month by the end of the fiscal year.

As the program continues to mature, the FY 07-G8eption assumes that enrollment
growth for women in this income range will continweslow, by 10% for the first half of
the fiscal year, and a further 10% in the seconll h&iven this and the estimated
marketing impact, the Department is forecastingetkigansion prenatal caseload to grow
by 19 clients in July 2007, decreasing to 14 ctigmer month by the end of the fiscal
year.

Final Prenatal Caseload Projection

The final prenatal caseload projection for FY 06K)3a total of 19,341 member months,
or an average monthly enrollment of 1,612. Thithesbase caseload projection plus the
expansion to 200% of the federal poverty leveludaig the impact of marketing. FY
07-08 growth in the prenatal caseload includingketang is projected to decline by 10%
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from the end of FY 06-07, resulting in a final patad caseload projection for FY 07-08
of 27,256 member months, or an average monthlyllement of 2,271. This includes
both the traditional caseload and the expansi@0@86 of the federal poverty level. See
the summary table below.

HB 05-1262 directed that the expansion clients $486 200% of the federal poverty

level) be financed with monies from the Health CBsgansion Fund. For traditional

prenatal (up to 185% of the federal poverty levedseload beyond the FY 03-04 level of
1,428 member months is financed by the Health Ex@ansion Fund rather than the
Children’s Basic Health Plan Trust Fund. The Dapant is forecasting the traditional

prenatal caseload to reach this level early in BY0OD and exceed it for all of FY 07-08.

FY 06-07 Appropriated FY 06-07 Revised FY 07-08 Request
Prenatal Caseload Summary Caseload Caseload Caseload
Traditional base caseload with marketing 16,899 16,325 21,840
Increase eligibility to 200% Federal Poverty Levél 2,037 3,016 5,416
Final caseload forecast 18,936 19,341 27,256

Prenatal Rates

The prenatal rate developed by the contracted acfoa FY 06-07 was $1,045.44 per
client per month. All of the clients in the prergieogram are served by the self-funded
program (Anthem) and the costs of their serviceskalted directly and in full to the
State. The assumptions that were used to devepatks for the self-funded prenatal
clients were used in the development of the prémnates with one significant exception:
services for newborns with mothers enrolled in tBkildren’'s Basic Health Plan
children’s program were included for the prenasdé rcalculation, but were not included
in the premiums calculations. The FY 06-07 prenedtd of $1,045.44 includes $30.04
per member per month in administrative and riskiiasce costs (see Children’s Rates,
Section I). The appropriated FY 06-07 rate assuthatthe average length of stay in the
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prenatal program (which includes 2 months postpartwas 9 months, and all clients
delivered while in the program. Updated actuasiablysis assumes that the average
length of stay for FY 06-07 is 6 months, and tha§o3of pregnant women deliver while
in the program. These changes in assumptions iesaukevised rate for FY 06-07 that is
15.4% higher than the appropriation.

In FY 07-08, the projected cost for a prenatalntliestimated by the contracted actuary
was considerably less than FY 06-07’s projectidme fiew rate of $865.10 per member
per month reflects a 17.3% decrease from the $14@4%te in the previous year due to
the following factors:

* Previous program enrollment rates had been based shrort period of enrollment,
which was then closed for a time, and then reopefkeid created a distortion in the
data, and;

* Changes in unit costs reflect underlying fee sclesdand variation in the “blend” of
services received by clients.

A summary of the prenatal rates from FY 05-06 tgiokY 07-08 can be found in the
table at the end of Section Il (page 18).

[ll.  Description of Alternative Related to the Children’s Dental Benefit Costs

Caseload Adjustment

Children who qualify for the Children’s Basic Hdallan are eligible to receive dental
benefits as well as medical benefits. There arsistently fewer members enrolled in
the dental program than in the medical plan, bexaesv members do not receive dental
coverage during their pre-HMO enrollment periodreWous estimates indicated that
87% of the children enrolled in the Children’s Raslealth Plan were enrolled in the
dental program. However, between July 2005 andialgn2006, the average monthly
ratio of dental capitations to medical capitatiovess 78.9%. The Department assumes
that this ratio stays constant for FY 06-07 and G-%08, and estimates that dental

Page G.16



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIRMNG — FY 07-08 BUDGET REQUEST

caseload will be 78.9% of the medical caseloade dverage monthly enroliment in the
medical plan is projected to be 49,255 and 50,1&dts in FY 06-07 and FY 07-08,
respectively. The FY 06-07 and FY 07-08, dentadjemtion for average monthly
enrollment is therefore 78.9% of these figures3&@862 and 39,563, respectively. The
growth from FY 05-06 to FY 06-07 is slower thanttiathe medical plan due to the
decline in the estimated ratio between dental énssit and medical enrollment.

Children’s Dental Rates

In 2002, dental benefits were added to the ChildrBasic Health Plan under a capitated
contract with Delta Dental. Benefits for childrenr@led in the Children’s Basic Health
Plan are comprehensive, though there is a $500dsgemeiling per client. A year's
worth of data through March 2004 was used to detexrithe FY 06-07 rate, based on a
number of assumptions by the actuary that include:

* All denied claims should be excluded from the ciaton;

* Annual trend rate of 6.3% growth for calculatioasd;

* Administrative fees grew at the same rate as thestatl Consumer Price Index for
Denver (2000-2004).

The final rate for FY 06-07 is projected to be ®Bper member per month, which
includes $1.03 in average administrative fees pentc Previously, the capitated dental
rate in FY 05-06 was calculated to be $11.82 pembee per month. Budget

Amendment #10 of the February 15, 2006 Supplemétegluest (which was approved)
asked that funding be adjusted to reflect the nate of $13.30 and requested an
additional $462,134 in total funding for ChildremBasic Health Plan dental benefits.

The dental rate estimated by the contracted actioarlyY 07-08 increased by 5% over
the previous year’s final estimate of $13.30. lvedeping the estimate of $13.97 per
member per month, the contracted actuary assunadtlibre was no change in the
amount of benefits that a client on the ChildreBasic Health Plan would receive.
However, because the contracted actuary believe®éita Dental membership data is
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incomplete, an industry trend was used insteadsbbiical data to establish a reasonable
rate change. All rates for FY 05-06, FY 06-07, @& 07-08 can be found in the

following table:

Summary of All Rates FY 05-06 Assumption| FY 06-07 Assumption| FY 07-08 Percent Change from

for Appropriation for Estimate Request FY 06-07 to FY 07-08

Health Maintenance Organization Rates $97.74 $95.44 $104.48 9.4%
Self-funded Provider (Anthem) Rate $108/30 $120.30 $124.00 3.1%
Prenatal Rates $969.29 $1,045.44 $865.10 -17.3%
Dental Benefit Rates $11.82 $13.30 $13.97 5.0%

IV.  Description of Alternative Related to the Trug Fund

The Children’s Basic Health Plan Trust Fund is feshdprimarily through Tobacco
Master Settlement appropriations and General Fumterf necessary); however,
enrollment fees from clients of the program anénest earnings on the Fund’s balance
also serve to subsidize the Trust. In FY 05-06,08900 was refunded to the Trust in
January of 2006, as repayment for a 2002 transfdre Department of Treasury used to
reduce the State’s General Fund deficit.

A revised estimate of the FY 07-08 Tobacco Masttl&nent allocation to the Trust
Fund was provided by Legislative Council Staff inoné 2006, in the amount of
$21,465,077. Based on total projected program resgeeof $74,871,205 for FY 07-08
and total revenues (including the beginning balaand federal funds matching) of
$70,284,359, there would be a Trust Fund balanogfah of $4,586,846 for FY 07-08.

Due to the fact that the monies will collect insravhile in the Trust, the Department
estimates a need of $4,481,968 in General FundF6r07-08 (see Table A of

Attachment 1).

There were several factors that had a significangact on the FY 07-08 Trust Fund
balance and the projected General Fund need, ingutie difference between actual
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and projected traditional caseload in FY 05-06 &Yd06-07, legislative action, and
updated rate and traditional caseload projectionsY 07-08.

The Children’s Basic Health Plan serves traditiai@nts whose costs are paid through
the Trust, as well as expansion clients whose @stsovered by tobacco tax revenues
from the Health Care Expansion Fund. However, isedhe funding for the expansion
clients is sufficient, only the increases in caadl@nd rates for traditional clients will
have an impact on the Trust Fund balance. The eumwibtraditional clients served by
the Children’s Basic Health Plan in FY 05-06 (irdthg projected retroactivity) is
45,239, 6.3% higher than the appropriated casebbat?,547. Due to a change in the
assumption regarding the ratio between dental leneolt and medical enroliment, dental
caseload is expected to be 3.5% lower than theoppption.

Changes in caseload and rates in FY 06-07 are gz have a much greater effect on
the Trust Fund balance than in FY 05-06. The FYOD@ppropriation estimates a total
of 38,635 traditional clients per month at $104dath (see March 13, 2006 Figure
Setting, page 198). For example, the Departmemtated traditional caseload for FY
06-07 of 45,949 members per month is 18.9% highan the appropriated amount. In
addition to the increase in caseload, the blen@eel for the traditional population is
expected to increase 1.7% from $104.14 per memérempnth to $105.88 per member
per month. Accounting for both caseload and nateeases, FY 06-07 expenditures for
the traditional children are projected to be $18,409 higher than appropriated (see
Table J of Attachment 1). The total Cash Fundsnipteneeded due only to increased
caseload and rates for premiums and dental costslu(éng enroliment fees) is
$3,734,512 for FY 06-07.

In addition to the costs associated with the irggem caseload, the Children’s Basic
Health Plan Trust was affected by SB 05-211. Tdusslative action caused a transfer of
$8.1 million from the Trust to the General Fund ime 30, 2006. The Trust Fund’s
beginning balance in FY 06-07 after the $8.1 millicansfer from the Children’s Basic
Health Plan Trust to the General Fund was $4,421(88e Attachment 1, Table A, Row
M).
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A portion of the funding that the Children’s Basiealth Plan receives comes from the
Tobacco Master Settlement Agreement. The Mastleghent Agreement transfer was
estimated in Figure Setting (page 186) to be $R)%2 for FY 06-07. However, the
actual amount of money received from the Mastertl&@eént Agreement was
$19,248,927. Given this difference and the impemnfincreased caseload and rates, the
Department estimates that $1,473,078 in Generald mill be needed in FY 06-07 to
bring the Children’s Basic Health Plan Trust Furadahce to zero for the beginning of
FY 07-08 (see Table J of Attachment 1).

The Department projects a decrease in the traditichildren’s caseload due to the
removal of the Medicaid asset test from the FY @6révised estimate to FY 07-08.
However, the FY 07-08 projected caseload of 45i0dd@tional children is 16.6% higher
than the FY 06-07 appropriation. The blended puensi rate for children for FY 07-08
is 6.6% higher than the FY 06-07 revised rate, 8% higher than the FY 06-07
appropriation. The total difference between thgqmted FY 07-08 expenditures and the
FY 06-07 appropriation due to the caseload andinateases is $12,612,498 (see Table J
of Attachment 1). The dental caseload and rate§Yo07-08 are projected to be 5.9%
and 5.0% higher than the FY 06-07 appropriatiogpeetively. The combined result of
these increases is a $599,520 increase in projeotpdnditures over the FY 06-07
appropriation. The prenatal rate for FY 07-08 i6% lower than the FY 06-07
appropriation, resulting in projected expenditu$6g,748 lower than appropriated.

The Children’s Basic Health Plan’s portion of th@l@ado Benefits Management

System eligibility processing costs have previousdgn funded with General Fund. Per
the FY 06-07 Long Bill (HB 06-1385), Colorado Bemdéflanagement System costs of
$408,266 for the Children’s Basic Health Plan #lilifiy processing are now funded from

the Trust Fund. This cost is expected to carry owe FY 07-08 as well (see Table E of
Attachment 1).

Expenditures from the Trust Fund include programpesses from the Children’s Basic
Health Plan premiums, dental, and administratioe ltems, as well as a portion of the
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Department’s internal administration expenses atkdt to the Children’s Basic Health
Plan. The State’s share of these expenses is pedsenTable E of Attachment 1 behind
this document.

This alternative also requests an increase to pipeoariation of Cash Funds received
through annual enroliment fees of $47,163 for F¥087above the Base Request of
$192,396. Table D of Attachment 1 calculates #hweenue projection for FY 07-08 at
$239,559. Enroliment fees of $25 per year areectdd from families above 150% of the
federal poverty level with one child enrolled irethrogram. For families with more than
one child and incomes above 150%, the annual emeall fee is $35. The FY 07-08 Base
Request for Cash Funds is calculated using an geexanual enrollment fee collection
of $3.78 per enrollee for clients under 185% of the fedgmaberty level, and at an
average of $13.57per enrollee for members between 185% and 200%hefederal
poverty level.

In summary, the following affected the Trust Furaddince for FY 07-08:

FY 05-06
* $8.1 million in funding removed per SB 05-211, and;
* Increases of 6.3% in traditional caseload projectieer the FY 05-06 appropriation.

FY 06-07

* Increases of 18.9% in forecasted traditional ckitts premium caseload and 7.9% in
dental caseload over the FY 06-07 appropriation;

* 1.7% increase in premium rates over the FY 06-@f@piated rates;

e $1.7 million reduction in the Master Settlement dgment transfer estimate from
Figure Setting and the actual amount, and;

» Colorado Benefits Management System funding of &GI8

2$3.78 is based on FY 05-06 actuals and is detbyedividing the actual fee collections of $171,182the caseload estimate of 45,239.
% $13.57 per enrolled child is based on the co$B&ffor a family above 150% of the federal povéirtg with more than one child divided by the aggra
number of children in those households, calculated.58 ($13.57 = $35/ 2.58).
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FY 07-08

* Increases of 16.6% in children’s premium caseloatisa9% in dental caseload over
the FY 06-07 appropriation, and;

* Increases of 8.2% medical premium rates and 5.08embal rates over the FY 06-07
appropriation.

V. Description of Alternative Related to Reconcition of Overdrawn
Administrative Expenditures

When the federal government enacted the State 1€hikl Health Insurance Plan, it

stipulated that administrative cosip to 10% of total program expenditures would be
matched by the federal government. The Childrerési® Health Plan is the State of
Colorado’s version of the State Children’s Healithurance Plan and in the early years,
the Department experienced administrative costswkee in excess of the 10% cap and
was therefore entitled to claim the entire amoudrfederal matching funds available. In

subsequent years, however, the Department contitaugcaw federal matching funds on

10% of its budgeted program expenditures, evengih@ctual administrative costs as a
portion of total expenditures decreased considgradd a result, the Department has
recently quantified that it received federal matchifunds in excess of what it was

entitled to for FY 04-05 and FY 05-06. If not ceected, the Department will have a
liability to the federal government for receivingnils in excess of what it was due.

In addition, concerns still remain as to whethemot expenditures have been booked
properly into administrative costs, which couldrsfigantly alter any estimate of the
Department’s overdraw. The Department regretsdtrisr and is taking immediate steps
to correct the federal draw going forward.
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Summary of Request FY 0798 Total Funds General Fund Cash Funds Cash Funds
Matches Schedule 6 and Recommended Request Exempt
for Children's Basic Health Plan Trust Fund
FY 06-07 Long Bill Appropriation $21,165,996 $0 $192,072] $20,973,924
HB 06-1310 (Simplify Tobacco Money Distribution) 2$973,924 $0 $0| ($20,973,924
Final FY 06-07 Appropriation (Column 2) $192,0[72 $0 $192,072 $0
Annualization of HB 06-1270 (Public School
Eligibility Determination) $324 $0 $324 $0
FY 07-08 Base Request (Column 5) $192,896 $0 $192,396 $0
FY 07-08 Incremental Need (Column 6) $4,529,131 $4,481,968 $47,163 $0
FY 07-08 Final Appropriation (Column 7) $4,721,527 $4,481,968 $239,559 $0
Summary of Request FY 07-08 Total Funds Cash Funds Exempt Federal Funds
Matches Schedule 6 and Recommended Request for
Children's Basic Health Plan Premiums Costs

FY 06-07 Appropriation (Column 2) $70,371,1|77 $24,754,759 $45,616,418
Annualization of HB 06-1270 (Public School Eligibyl
Determination) $95,601 $33,671 $61,930
FY 07-08 Base Request (Column 5) $70,466,778 $24,788,430 $45,678,348
FY 07-08 Estimated Need (Column 6) $20,913,¥47 $7,350,467 $13,563,28(
FY 07-08 Revised Request (Column 7) $91,380,5p5 $32,138,897 $59,241,628
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Summary of Request FY 0708 Total Funds Cash Funds Exempt Federal Funds

Matches Schedule 6 and Recommended Request for

Children's Basic Health Plan Dental Benefit Costs
FY 06-07 LB Appropriation (Column 2) $5,913,659 $2,069,780 $3,843,879
Annualization of HB 06-1270 (Public School Eligibyl
Determination) $10,653 $3,729 $6,924
FY 07-08 Base Request (Column 5) $5,924,812 $2,073,509 $3,850,803
FY 07-08 Incremental Need (Column 6) $708,029 $247,810 $460,219
FY 07-08 Revised Request (Column 7) $6,632,3011 $2,321,319 $4,311,022

Impact on Other Areas of Government

Assumptions for Calculations

The Department of Human Services administers Ghddren’s Basic Health Plan’s
portion of the Colorado Benefits Management Sysedigibility processing costs, which
are now funded through the Children’s Basic He&tan Trust Fund. This Change
Request does not affect this appropriation.

Table A of Attachment 1 behind this document digpe the Children’s Basic Health
Plan Trust Fund projection for FY 07-08. The GehErtand requested for the Children’s
Basic Health Plan Trust in FY 07-08 can be foundow P. Table D of Attachment 1
provides the revised enrollment fee revenues piojgdor FY 07-08. Table G of
Attachment 1 develops the children’s caseload ptige calculations. Graph 1 of
Attachment 1 depicts the children’s enrollment deped in Table G. The prenatal
caseload projections are developed in Table H tdohiment 1.

Assumptions for Children’s Caseload Projection
FY 06-07 and FY 07-08 Enrollment Projections (Tablef Attachment 1)
e Calculations supporting the impact of removing khedicaid asset test are shown at

the bottom of Table G in Attachment 1 on page 8ie femoval of the Medicaid asset
test began on July 1, 2006. The affected clienltsnansition to Medicaid after their
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annual redetermination, which will all occur duriy 06-07. The Department
assumes that redeterminations are spread everdugiout the year, and that a
uniform percentage of the caseload will transitiorMedicaid every month. Using
the assumption from the HB 05-1262 fiscal note tB@&6% of the clients in the

Children’s Basic Health Plan would qualify for Medid except for the asset test,
3.3% of the children’s caseload is assumed to ittansto Medicaid every month

(39.5% / 12 = 3.3%). This results in a total of, @A children moving from

Children’s Basic Health Plan to Medicaid, or anwadraverage of 12,045 in FY 06-
07. Because the base caseload projection for F¥80includes clients affected by
the Medicaid asset test removal, a constant adgrgtrof the entire 22,841 is
necessary every month in FY 07-08.

To calculate the impact of marketing on enrollmethie Department compared
average monthly growth during a period with markgtto a period without. The
average monthly growth rate from July 2001 and Ddsmr 2002, during which there
was marketing, was 1.93%, versus average montloiytgrof 0.76% from January
2003 to June 2003, after marketing ceased. Theafapnt estimates that, for
children, the growth attributed to marketing is 3@ minus 0.76%, or 1.17% per
month. The percentage impact from marketing idiegpgo the January 2006 final
caseload (the most recent month of capitations walitihetroactivity) to estimate the
level impact on the children’s caseload for the ilieigg of FY 06-07. The
Department assumes that growth in new ChildrensBHealth Plan clients will be
high at the beginning of marketing, as the campasgymew and reaches a large
number of potential clients. The effectivenessxpected to decrease over the course
of the year as the pool of potential clients wheehaot been exposed to the campaign
declines. The level impact is thus assumed toedeaser by 50% every quarter. A new
marketing campaign will be launched for the begignof FY 07-08, so the impact is
expected to increase. However, the Departmennassihat the effectiveness will
decrease in the second year of the campaign, gsothieof potential new clients has
decreased by the number who were enrolled in thieli€h’s Basic Health Plan in
the previous year. The adjustments for the childr@opulations in FY 07-08 are
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thus assumed to be 10% lower than in FY 06-07, exidbit the same pattern of
decline over the course of the year.

The FY 06-07 caseload projection for traditionaldren (under 185% of the federal
poverty level) is based on actual enroliment (idaig retroactivity) for January 2005
through January 2006. During this period, caseloackased by an average of 663
clients per month ((45,948 minus 37,989) / 12 menthGiven this and the estimate
for the marketing impact, the Department projebtstraditional children’s caseload
to grow by 1,201 clients in July 2006, decreasm@31 clients per month by the end
of the fiscal year. With an improving economystliend is expected to decrease by
10% in FY 07-08, and the caseload is expected dmease by 1,081 clients in July
2007, and decrease to 658 new clients at the etig discal year.

Monthly enroliment for expansion children (betwe85% and 200% of the federal

poverty level) grew on average 150 members per mbetween July 2005 and

January 2006 ((1,638 minus 812) / 6 months). Giveés and the estimate for the
marketing impact, the Department projects the esjpanchildren’s caseload to grow

by 169 clients in July 2006, decreasing to 153ntiieper month by the end of the
fiscal year. With an improving economy, this trea@xpected to decrease by 10% in
FY 07-08, and the caseload is expected to incregskb2 clients in July 2007, and

decrease to 138 new clients at the end of thel fysza.

Assumptions for Prenatal Caseload Projections

FY 06-07 and FY 07-08 Enrollment Projections (Tablef Attachment 1)

The marketing impact for the prenatal caseload ascutated using similar
assumptions as for children. However, due to tize ®f the population, the
Department assumes that marketing will be twiceetisctive, and the growth
attributed to marketing is 1.17% times 2 = 2.34%mpenth. As with the children’s
caseload, the percentage impact is applied toahealy 2006 prenatal caseload (the
most recent month of capitations with all retroaty) to estimate the level impact
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for the beginning of FY 06-07. Due to the size amelvness of the prenatal
population, the campaign is assumed to have a tasteg impact on the rate of
growth. Thus, the marketing impact is assumecetdine by half of that for children,
or only 25% every quarter. The impact from markgtis calculated for the total
prenatal caseload, and the effect on the expamsematal caseload is then separated
from that for the traditional population. As thgansion prenatal population is much
smaller and newer than the traditional populatimarketing is expected to reach a
relatively large portion of the potential clientsea Thus, the impact for the
expansion prenatal population, which constitute8%lof the total prenatal caseload,
is 35.4% of the total prenatal marketing impacts with the marketing impact for
children, the FY 07-08 impact is assumed to rish wie new campaign, but to levels
10% lower than those for FY 06-07.

The FY 06-07 caseload projection for traditionadnmatal (up to 185% of the federal
poverty level) is based on actual enrollment (ideig retroactivity) from February
2005 through December 2005. During this periodelcasgl increased by an average
of 32 clients per month (1,038 minus 714 / 10 mehthAs there are a finite number
of women in the State who may qualify for this prog, the Department assumes
that growth will slow as enrollment nears the sation point. The FY 06-07 forecast
assumes that base growth will decrease by 10% @fteonths. Given this and the
estimate for the marketing impact, the Departmenjepts the traditional prenatal
caseload to grow by 51 clients in July 2006, destrgpto 37 clients per month by the
end of the fiscal year. For FY 07-08, base trendssumed to continue to decline by
10% every 6 months. Given this and the estimatacketing impact, the traditional
prenatal caseload is expected to increase by é8tslin July 2007, and decrease to
30 new clients per month by the end of the fiseary

Due to the newness of the prenatal population ugO@ of the federal poverty
level, monthly growth is projected using caseloatheut retroactivity. From July

2005 to June 2006, caseload without retroactivigingby an average of 12 clients
per month. As there are a finite number of womethe State who may qualify for
this program, the Department assumes that growittsloiv as enrollment nears the
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Concerns or Uncertainties of Alternative

saturation point. The FY 06-07 forecast assumas lthse growth will decline by

10% in the second half of the fiscal year. Givérs tand the estimate for the
marketing impact, the Department projects the egipanprenatal caseload to grow
by 22 clients in July, decreasing to 16 clients penth by the end of the fiscal year.
For FY 07-08, base trend is assumed to continaetoease by 10% every 6 months.
Given this and the estimated marketing impact, gkpansion prenatal caseload is
expected to increase by 19 clients in July 2009, decrease to 14 new clients per
month by the end of the fiscal year.

Assumptions for the Dental Caseload Projections

The dental caseload projection is estimated to &9% of the children’s caseload
projection. The 78.9% factor was estimated by campgaactual enroliment in the dental
program to enroliment in the medical program fog thist part of FY 05-06 (through
January 2006, the most recent month of capitatiolduding all retroactivity).
Reimbursement for medical care through Children&si8 Health Plan’s self-insured
managed care network is allowed from the date gmication is complete; however,
capitated benefits through Children’s Basic HeaRian’s health maintenance
organizations and dental program are not. Enreitmeto these capitated plans is
dependent upon the date of application approvadr those who apply and are found
eligible on or before the 21of the month, enrollment begins the first day foé next
month. Capitation payments are paid concurrewtlizg¢alth maintenance organizations
and the dental contractor in the middle of the rhaftthe client's enroliment. For those
determined eligible after the 2bf the month, capitations and enroliment into ¢hekans
does not occur until the first day of the followingpnth Thus, the dental capitation is
always paid for fewer children than are actuallyodlad in the Children’s Basic Health
Plan. The average ratio of dental enrollment tdios enroliment for the first part of
FY 05-06 was 78.9%. This ratio is assumed to staygtant for FY 06-07 and FY 07-08.

There is room for error in the Trust Fund’s emdibalance projection in FY 06-07 as the
ending balance depends on both the accuracy ofndkpee forecast and revenue
forecasts. Revenues from interest earnings andahrenrollment fees can vary from
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projections causing the Trust to run short on fuddspite under spending the program
appropriations. The Department believes it is ath@eous to carry a reserve balance in
the Trust to avoid this situation.

Children’s Basic Health Plan caseload estimate$%106-07 and FY 07-08 project the
impact of the removal of the Medicaid asset test ararketing without the benefit of
actual data. As actual data becomes availableDépartment will revise its assumptions
and estimates. This may have a material effetherrY 07-08 Budget Request.

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

General Description of Alternative

With this alternative there would be no changéuimding for FY 07-08. With no change
in the appropriation, the Cash Funds Exempt apmt@n for FY 07-08 would be
insufficient to cover forecasted caseload and cht@nges for the expansion and non-
expansion clients. For FY 07-08, projected expenes including federal match dollars
of $74,871,205 (see Attachment 1, Table A, Row Kjeeds projected revenues of
$70,284,359 by $4,586,846. After correcting for ititerest that would be earned on this
money, the Department projects an over-expenditutiee amount of $4,481,968.

Because the Department does not have overexpemdiwthority for this program,
enrollment in the Children’s Basic Health Plan wboked to be capped. If revenues are
insufficient to pay for the traditional childremet prenatal program would be suspended
because it is an optional program. However, #@2877 (see Table D of Attachment
1) in Cash Funds Exempt that could be taken fragnptienatal program would be much
less than the amount needed to cover the $4,48%9G&fall, and an additional cap of
children’s enrollment would be required at the begig of FY 07-08. Because
expansion clients cannot be funded to the exclusfceny of the traditional clients, the
Department would no longer be able to spend moray the Health Care Expansion
Fund (Tobacco Tax money) for costs associated exgansion clients.

Children may be capped two ways. First, the pnognaay be closed to new applicants,
and redeterminations would be allowed to continddne attrition rate of this method
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would be slower than a strict cap on the prograrthase who are still eligible at their
redetermination would be allowed to stay on thegmam. However, the date to apply the
cap would have to be sooner. Second, the prograynba closed to new clients as well
as redeterminations. Clients would be disenrdletthe program when they came up for
redetermination. The attrition rate of this methedaster than the previous method and
may allow the Department to implement the cap lamidne year.

Calculations for Alternative’s Funding  There would be no change in funding with thigmdative.

Concerns or Uncertainties of Alternative Concerns Related to Capping the Program

 Since the prenatal program is an optional federalgnam, enroliment of both
traditional and expansion prenatal clients wouldehto be capped. Without funding
to cover prenatal care, the medical cost for nemdopuld increase.

* In order to treat children uniformly, the expansipopulations would need to be
capped if the traditional population is capped,pdesthe fact that there is adequate
funding for the expansion populations. Therefone, Department would be unable to
spend the full appropriation from the Health Caxp&hsion Fund.

Supporting Documentation

Analytical Technique Cost/Benefit Analysis
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FY 07-08 Cost

Benefit Analysis Incremental Costs Benefits
The costs of Alternative A are as follows: Alternative A will provide medical services for an
Alternative A: $4,481,968 _in General Fund . . estimated'50,143 children, dental services for
' $7,598,488 in Cash Funds Exempt, including 39,563 children, and 27,256 member months qf

Recommended

$3,002,604 from the Health Care Expansion Fund prenatal benefits.
$47,163 in Cash Funds

Alternative B:
Not
Recommended

There are no incremental costs associated withridtave | Alternative B does not provide adequate funds|to

B.

keep the prenatal program running, and the entire
Children's Basic Health Plan would have to be
capped. The Department projects that medical
services for 7,617 traditional children and 861
expansion children, as well as dental benefits for
a total of 6,690 children, would be denied.

Quantitative Evaluation of Performance -

Compare all Alternatives

In total, Alternative A would provide 50,143 khien with medical benefits, 39,563
children with dental benefits, and 27,256 membentm® of prenatal benefits. The
Department estimates that, excluding administratogs, the enhanced federal match is
approximately 64.2%. Adjusting for this rate, $%481,968 shortfall results in a loss of
$12,521,576 in total funds for traditional clierit;ded through the Children’s Basic
Health Plan Trust Fund. Because revenues arefirtisat to pay for the traditional
children, the prenatal program would be suspendeitiia an optional program, and the
$1,235,363 in total funds initially allocated fdnet program would be used to fund
premiums for traditional children. Because thewild still be a shortfall of $11,286,213
in total funds, the entire Children’s Basic HeaRtan would have to be capped. The
Department estimates that the $11,286,213 defioitlaévrequire the denial of medical
benefits for 7,617 traditional children, and dentahefits for a corresponding 6,010
children. Because expansion clients cannot beefdinvdhile traditional clients are not,
the Department would no longer be able to spendiesofrom the Health Care
Expansion Fund for their care, and enrollment wdwdgte to be capped along with the
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traditional clients. The Department estimates tiéd would result in the denial of
medical benefits for 861 expansion children, anctalebenefits cot a corresponding 680

children.

Total Clients Served Alternative A Alternative B Difference
Traditional Children 45,049 37,432 7,617
Traditional Dental 35,544 29,534 6,010
Expansion Children 5,094 4,233 861
Expansion Dental 4,019 3,340 680
Traditional Prenatal Member Months 1,4P8 0 1,428
Expansion Prenatal Member Months 25,828 0 25,828

Statutory and Federal Authority Children's Health Insurance Program is estabtishefederal law in the Social Security

Act, Title XXI (42 U.S.C. 1397aa through 1397jj5EC. 2101. [42 U.S.C. 1397aa] (a)
PURPOSEThe purpose of this title is to provide funds tat& to enable them to initiate
and expand the provision of child health assistaeceninsured, low-income children in
an effective and efficient manner that is coordaaatvith other sources of health benefits
coverage for children. Such assistance shall lwided primarily for obtaining health
benefits coverage...

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

25.5-8-109 C.R.S. (2006) (3)he Department may establish procedures such that
children with family incomes that exceed one huddsighty-five percent of the federal
poverty guidelines may enroll in the plan, but amat eligible for subsidies from the
Department; ..§) (a) (I), . .Once determined eligible for the plan, a pr@gnwoman
shall be considered to be continuously eligibletighout the pregnancy and for the sixty
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Department Objectives Met if Approved

days following the pregnancy, even if the womalngsbdity would otherwise terminate
during such period due to an increase in incomgoJbirth, a child born to a woman
eligible for the plan shall be eligible for the pland shall be automatically enrolled in
the plan . ..

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

24-22-117 (2) (a) (Il), C.R.S. (2006) moneys in the Health Care Expansion Fund shall
be annually appropriated by the general assemblyht Department of Health Care
Policy and Financing for the following purposes:) (Ao increase eligibility in the
Children’s Basic Health Plan, Article 19 of Titl®3, C.R.S., for Children and Pregnant
women from one hundred eighty-five percent to twodhed percent of the federal
poverty level; (B) To remove the asset test unueMedical Assistance program, Article
4 of Title 25.5, C.R.S., for children and families; (F) To pay for enrollment increases
above the average enrollment for state fiscal \&¥3-04 in the Children’s Basic Health
Plan, Article 19 of Title 25.5, C.R.S.

1.4  To assure delivery of appropriate, high qudlealth care. To design programs
that result in improved health status for clierdsved and to improve health outcomes.
To ensure that the Department’s programs are respoto the service needs of enrolled
clients in a cost-effective manner.

3.2  Toimprove customer satisfaction witbggams, services, and care.
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Schedule 6
Change Request for FY 07-08

Department: Health Care Palicy and Financing Dept. Approval by: John Bartholomew Date: MNowvember 1, 2008
Priority Number: |04 OSPB Approval: Date:
Oiperations and Finance HE 085-1023 (24-76.5-101 through 24-76 5-103); SB 068-219; Pub. L.
109-171, Sec. BO36 (42 U 5.C. 138960); and Pub. L. 104-193 (8
Program: Statutory Citation: U5.C.1812).
Request Title: Implermentation of HE 065-1023 and Deficit Reduction Act of 2005
1 2 3 4 5 6 7 8 9 10
Total Decision/ Total Change
Prior-Year Supplemental Revised Base Base Hovember 1 Budget Revised from Base
Actual Appropriation Request Request Request Reduction Request Amendment Request in Out Year
Fund FY 05-06 FY 06-07 Fr 06-07 Fr 06-07 FY 07-08 FY 07-08 FY 07-08 FY 07-08 FY 07-08 Fr 08-09
Total of All Line Items
Total| 2045732198 2,151 690 766 012151690766 2166405362 3,031 963 | 2,169 437 325 02,169 437 325 3031 963
FTE 194.35 220,70 0.00 220.70 226.90 300 22990 0.00 22590 3.00
GF| 723633597 )| 753,144 2453 0| 753,144 263 769 726 036 979398 | YB0,705 434 0| 760705434 979 395
GFE| 2613265547 | 256,100,000 0 255,100,000 266,100 000 0| 256,100,000 0| 256100000 0
CF 191,726 263 584 0 263 584 268 908 0 263 203 0 268 908 0
CFE 5222219 B2 267 954 0 b2 267 954 B3 263 029 576 871 B3 833 200 0 B3 839 900 A76 871
FF| 1,008,353 037 §1,079 903 875 01,079,208 5975 1,087 047 389 1475 694 | 1,088 523 083 0 | 1085523083 1 475 R54
(1) Executive
Director's Office, Total 13,785 054 15 362 691 0 15,362 691 15.821,148 149 543 15970 BN 0 15 970 631 149 543
Personal Services FTE 194.35 226.70 0.00 226.70 226.90 3.00 22990 0.00 229.90 3.00
GF B,280 279 B 493 748 0 £,493 748 b 931 814 74772 7 006 587 0 7 006 587 74772
GFE 281 0 0 0 0 0 0 0 0 0
CF 0 0 0 0 0 0 0 0 0 0
CFE a07 578 205,203 0 206 203 217 572 0 817 572 0 217 572 0
FF 5,996 216 8,362 740 0 8,362,740 8371761 74 771 8446 532 0 8446 532 74771
(1) Executive
Director’s Office, Total 978 207 1,020,609 0 1,020 609 947 797 2610 1,000 407 0 1,000 407 2h10
Operating Expenses FTE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
GF 446 565 493 252 0 493 252 452 348 1,305 484 153 0 484 153 1305
GFE 25 366 0 0 0 0 0 0 0 0 0
CF 0 0 0 0 0 0 0 0 0 0
CFE 14 076 14 393 0 14 393 12 905 0 12 905 0 12 905 0
FF 491 500 512 564 0 512 564 a02 044 1305 503 343 0 a03 349 1305
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Schedule 6
Change Requestfor FY 0708
Department: Health Care Palicy and Financing Dept. Approval by: John Bartholomew Date: Mowvember 1, 2008
Priority Number: D4 OSPB Approval: Date:
Operations and Finance HE 065-1023 (24-76.5-101 through 24-76.5-103); 5B 06-213; Fub. L.
109-171, Sec. BO36 (42 U.5.C. 1396h); and Pub. L. 104-183 (&
Program: Statutory Citation: US.Co1612).
Request Title: Implementation of HE 065-1023 and Deficit Reduction Act of 2005
1 2 3 1 5 6 7 8 9 10
Total Decision/ Total Change
Prior-yvear Supplemental Revised Base Base November 1 Builget Revised from Base
Actual Appropriation Redquest Request Request Reduction Request Amendment Request in Ot Year
Fund FY 05-06 FY 06-07 Fy 06-07 Fy 06-07 FY 07-08 FY 07-08 FY 07-08 Fy 07-08 FY 07-08 Fy 08-09
(1) Executive
Director's Office, Total 0 18,306 523 0 18,306 523 18 306 B23 2,543 Bad 21,156 317 0 21,156 317 25849 B9
County Administration FTE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
GF 0 5,435 396 ] 5,435,396 5435396 895,039 §,330,435 1] 5,330,435 8595039
GFE ] ] a ] a ] ] 1] a a
CF 0 0 0 0 0 0 0 0 0 0
CFE 0 3717 8 0 3717 8 3717 35 569 533 4 287 856 0 4 287 856 A69 938
FF 1] 9,153,314 1] 9,153,314 9153314 1,384.712 10,538,026 1] 10538026 1384712
(2) Medical Services
Premiums Total| 1,995 264,308 |2,111,2687 559 02111287559 2,125 566,186 8,805 |2,125 574 991 02,125 574 991 aa0a
FTE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
GF| 714505453 740721857 O 740,721,857 746 875 577 1,349 | 746,877 326 0| 745877326 1,349
GFE| 251,300,000 ] 256,100,000 0| 256,100,000 256,100,000 0| 256,100,000 0| 256,100,000 1]
CF a 76512 a 76512 76512 a 76,512 n 76 512 a
CFE 23,713,210 55 563,506 0 55 AB3 506 56 549 000 0 56 543 000 0 a6 549 000 0
FF 995 344 545 §1 058 525 3534 0]1,058325334 | 1085964 537 7 456 | 1,085 972 153 0| 1085972153 7 A56
(4) Indigent Care
Program, HB 97-1304 Total 29431 057 192,072 1] 192,072 192 396 5933 195,329 1] 199,329 5933
Children’s Basic FTE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.o0 0.00 0.00
Health Plan Trust GF 2,000,000 0 0 0 0 £,933 £,933 0 B 933 B 933
GFE 0 0 0 0 0 0 0 0 0 0
CF 191,726 192,072 1] 192,072 192 356 1] 192,395 1] 192 356 1]
CFE 27,238,331 0 ] 0 ] 0 0 1] ] ]
FF a a a a a a a 1] a a
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Department:

Program:

Priority Number:

Request Title:

Schedule 6
Change Request for FY 07-08

Health Care Palicy and Financing Dept. Approval by:
Dl-4 OSPB Approval:
Oiperations and Finance

Statutory Citation:
Implementation of HE 065-1023 and Deficit Reduction Act of 2005

John Bartholomew Date: Movermnber 1, 2006

Date:
HE 06S-1023 (24-76.5-101 through 24-76 5-103); 5B 068-213; Pub. L.
109-171, Sec. BO36 (42 U.5.C. 1396h); and Pub. L. 104-183 (&
US.Co1812).

1 2 3 4 5 6 7 8 9 10
Total Decision/ Total Change
Prior-Year Supplemental Revised Base Base Hovember 1 Budget Revised from Base
Actual Appropriation Request Request Request Reduction Request Amendment Request in Out Year
Funil Fr 05-06 Fy 06-07 Fy 06-07 Fy 06-07 Fy 07-08 Fr 07-08 Fy 07-08 Fy 07-08 FY 07-08 Fy 08-09
4) Indigent Care
Program, Children’s Total 5273572 5521 207 0 5521207 56521 207 14,3583 5,535 590 0 5535590 14 383
Basic Health Plan FTE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Administration GF 0 0 0 0 0 0 0 0 0 0
GFE 0 0 0 0 0 0 0 0 0 0
CF 0 0 0 0 0 0 0 0 0 0
CFE 747 9586 2 465 534 0 2 465 534 2 465 B34 5933 2472 567 0 2472 A67 B 933
FF 4 525576 3055573 0 3055573 3055573 7 450 3,063,023 0 3063 023 7 450

IT Request:

Letter Notation:
Cash Fund name/number, Federal Fund Grant name:

CFE: Children's Basic Health Plan Trust; Local County Share; FF: Title X[ and Title XXl

¥  MNo |(If yes and request includes more than 500 programming hours, attach IT Project Plan)

Request Affects Other Departments: ¥ Yes No If ¥es, List Other Departments Here:

Departrment of Human Serices
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CHANGE REQUEST for FY 07-08

EFFICIENCY AND EFFECTIVENESS ANALYSIS

SELECT ONE (click on box):
M Decision ltem
O Base Reduction Item

0 Supplemental Request Criterion:
[J Budget Request Amendment Criterion:
Priority Number: DI-4

Change Request Title:

Implementation of HB 06S-1023 and Deficit Reductfat of 2005

Long Bill Line Item(s)

(1) Executive Director’s Qék, Personal Services; Operating Expenses; County
Administration; (2) Medical Services Premiums; l@Jigent Care Program, HB 97-
1304 Children's Basic Health Plan Trust; and Chiits Basic Health Plan
Administration

State and Federal Statutory Authority:

HB 06S-1023 (24-76.5-101 through 24-76.5-103); 8E209; Pub. L. 109-171, Sec.
6036 (42 U.S.C. 1396b); and Pub. L. 104-193 (8 ©.$612)

Summary of Request (Alternative A):

This Decision Item is for $3,031,963 in FY 07-@8implement the requirements of two
immigration laws that became effective in 2006: cttbem 6036 of the federal Deficit

Reduction Act of 2005 (Pub. L. 109-171, Section @0&8nd Colorado HB 06S-1023.
Both of these acts require the Department to implenmew procedures to verify the
identity and legal presence of applicants for pubknefits. The Deficit Reduction Act
of 2005 prohibits the State from receiving feder@imbursement for non-emergency
medical assistance provided under Medicaid to divithual declaring to be a U.S citizen
or national who has not produced satisfactory dasuary evidence of citizenship or
nationality. HB 06S-1023 requires the Departmentdrify identity and obtain affidavits

of lawful presence for applicants of public berse{itegardless of citizenship) under all of
its programs (not just Medicaid) who are naturaspes 18 years of age or older.
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Clarification is also provided in this Decisionrteabout the role and interaction of the
Personal Responsibility and Work Opportunity Red@tion Act (PRWORA) of 1996,
P.L. 104-193, which applies only to non-citizensg aequires verification of identity and
lawful presence for Medicaid eligibility. Even thgh PRWORA bears no additional fiscal
impact to the Department in FY 07-08, it is impottéo understand the roles of all three
immigration acts in order to clarify the assumpsidor calculations used below to estimate
the additional funding needed for the Departmentiplement the Deficit Reduction Act
of 2005 and HB 06S-1023 in FY 07-08.

Alternative A {Recommended alternative}:

Problem or Opportunity Description

The Deficit Reduction Act of 2005 was signed inéovlon February 8, 2006 and the
provisions requiring evidence of identity and @tship status became effective July 1,
2006. Section 6036 of this legislation requires Brepartment to screen Medicaid clients
to verify identity and U.S. citizenship prior togmiding services. The State is prohibited
under this Act from receiving federal reimbursemdat non-emergency medical
assistance provided to an individual who declavdseta U.S. citizen or national but has
not produced satisfactory documentary evidencecti@e 6036 applies only to state
medical assistance programs under Title XIX of 8weial Security Act; i.e., only to
Medicaid, not to the Department’s state-only praggaor Children’s Health Plan Plus
which operates under Title XXI of the Social Seguict. Exempt from the Act’s
documentation requirements are Medicaid applicahts are:

» eligible for Medicaid and entitled to or enrollemt Medicare benefits (dual eligibles);

» eligible for Medicaid on the basis of receiving PBlgmental Security Income
benefits; or

» eligible for Medicaid on another basis specifiedthy U.S. Secretary of Health and
Human Services.
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Colorado HB 06S-1023 has similar provisions to ec6036 of the Deficit Reduction
Act of 2005. HB 06S-1023 was enacted July 31, 2016 an effective date of August 1,
2006. It requires the Department to verify thentdg of all applicants for benefits
(including clients, contractors, providers and ¢gas) who are natural persons age 18
and older, and obtain from them a signed affidatitawful presence. Affidavits from
lawfully present non-citizens must be verified thgh the federal Systematic Alien
Verification of Entitlement (SAVE) program. Cliepbpulations exempt from HB 06S-
1023 include those exempted by federal law (suclthase covered under the Deficit
Reduction Act of 2005) and applicants for prenedaé or emergency care not related to an
organ transplant.

Most Medicaid populations exempt from the Deficgdrction Act of 2005 may not be
subject to HB 06S-1023. Populations exempt from Deficit Reduction Act of 2005,
listed by Department client category, are: duaikles, Supplemental Security Income
recipients, Foster Care recipients, and needy newboOf these, all but those in the
Foster Care categorgre assumed exempt from the requirements of HB 1023-
because:

* dual eligible and Supplemental Security Incomentiemay not be subject to any
additional citizenship or identification requirentenalready required for federal
programs, as the Deficit Reduction Act describésdhl an intent of Congress; and

* needy newborns do not meet the age requirement.

Foster Care applicants age 18 and older are assauigect to HB 06S-1023 because
until determined eligible for Foster Care undeleTlV-E of the Social Security Act, they
are not automatically eligible for Medicaid. Indaibn, the Centers for Medicare and
Medicaid Services requires the Department to kempes of documentation proving
identity and lawful presence in its Medicaid fileg Foster Care clients. Foster care
applicants consist of three groups relevant to Besision Iltem: (1) those eligible for
Foster Care under Title IV-E age 18 and older;T({#g IV-E eligibles under age 18; and
(3) all non-IV-E Foster Care eligibles. Those e first group, Title IV-E eligibles 18
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and older, are assumed subject to HB 06S-1023.sel hothe second group are exempt
from both acts, and those in the third group asti@ed subject to the Deficit Reduction
Act of 2005. At this time, the Department is ureatd distinguish between IV-E eligible
Foster Care clients and non-IV-E eligible FostereCdients in all of the relevant aid
categories within the Foster Care eligibility typen addition, a class action lawsuit
including plaintiffs whose Medicaid eligibility iderived from their Foster Care eligibility
under Title IV-E has been filed in the U.S. Digtri€ourt for the Northern District of
lllinois. This lawsuit claims that the Secretarfytbe U.S. Department of Health and
Human Services violated Section 6036 of the DefReduction Act of 2005 in
regulations passed to implement Section 6036 (Bekl. vs. Michael Leavitt, Secretary
of the U.S. Department of Health and Human Seryi¢éS. District Court for the
Northern District of lllinois, Case # 06 C 3520)herefore, the Department has not
included the non-IV-E eligibles in its calculation$ fiscal impact under the Deficit
Reduction Act of 2005.

Although the Department has not yet confirmed tNaE Foster Care eligibles age 18
and older are subject to HB 06S-1023, the Depattmvédhassume that they are unless or
until it learns otherwise. Also, due to the Depaatit's current inability to determine the
number of non-IV-E eligibles in its Foster Careenli category, it assumes no fiscal
impact for these clients in FY 07-08 under the EiefReduction Act of 2005.

PRWORA also established strict requirements forifigation of identity and lawful
presence for Medicaid eligibility. However, PRWORRplies only to non-citizens under
Medicaid, and like HB 06S-1023, it requires the &éipient to confirm lawful immigration
status through the SAVE program which the Departrigenurrently doing. Through the
process of researching the impacts of all threeigration acts, the Department discovered
improvements that could be made to its applicaimtedures, to the Colorado Benefits
Management System, and to its Medical Services®Braes for implementing PRWORA
most efficiently. The costs for making these inyerments can be absorbed within the
Department’s existing resources and componentsiofequest, and since the Department
is already following the requirements of PRWORAs thct requires no additional funding.
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Both the Deficit Reduction Act of 2005 and HB 06&23 require the Department to
follow new procedures which have increased cosisesiuly 2006 related to: processing
applications, revising application materials, mgkiohanges to computer systems,
instituting temporary compliance procedures befargomated methods could be
employed, conducting audits to ensure complianoe, providing training to those
responsible for processing applications. To comply the Deficit Reduction Act of
2005, the Department promulgated more stringemsreffective July 1, 2006 requiring
specific documentary evidence of citizenship oramatlity for Medicaid (10 CCR 2505-
10, Section 8.100.53 A2). This was an unfunde@ér@dmnandate, and unbudgeted State
resources have been applied to meet the Act’'s nagents, including systems changes,
staff analysis and reporting, and new proceduressttaff at the county departments of
social services and medical assistance sitesce Sihe Deficit Reduction Act of 2005
applies only to U.S. citizens applying for Medicaiddoes not overlap with PRWORA
requirements for non-citizens. HB 06S-1023, howeweerlaps with both PRWORA and
the Deficit Reduction Act of 2005 since it appltesall applicants 18 years of age or older
who are natural persons. Since the Departmentasted by State law to comply with
federal requirements to qualify for federal fundsler Title XIX of the Social Security Act,
wherever PRWORA or the Deficit Reduction Act of 806tersect with HB 06S-1023, the
applicable federal law is assumed to control.

PRWORA intersects with HB 06S-1023 for all nonzetais who apply for Medicaid
(except Foster Care applicants, described abokejefore, PRWORA applies to non-
citizen Medicaid applicants instead of HB 06S-1023.

To summarize the information above, Medicaid agpits for whom the Department
must apply the requirements of the Deficit Reduc#at of 2005 include:

* Non-Dual Eligible and non-SSI Medicaid Adults 65ladlder (OAP-A)
* Non-Dual Eligible and non-SSI Disabled Adults 66Gtb(OAP-B)
* Non-Dual Eligible and non-SSI Disabled Individutds59 (AND/AB)
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General Description of Alternative

» Categorically Eligible Low-Income Adults (AFDC-A)
* Health Care Expansion Fund Low-Income Adults

» Breast and Cervical Cancer Program

» Eligible Children (AFDC-C/BC)

» Baby Care Program-Adults

* Medicaid non-Title IV-E Foster Care

Applicants subject to HB 06S-1023 include clierge 48 and older applying for benefits
under the following programs:

* Old Age Pension State Medical Program

* Medicaid Title IV-E Foster Care

e Children’s Health Plan Plus

» Colorado Indigent Care Program

* Comprehensive Primary and Preventive Care Program

Other applicants subject to HB 06S-1023 include:

* Medicaid Providers

* non-Medicaid Providers

* Primary Care Fund Providers

* Contractors

» Grantees applying for funding or benefits under ainyhe Department’s programs

The following applicants are exempt from the DeéfiRieduction Act of 2005 and HB
06S-1023:

* Dual Eligible Clients (clients with Medicare and Meaid)

» Supplemental Security Income clients

This request is for $3,031,963 in FY 07-08 to liempent the identity and citizenship
verification requirements of the Deficit Reductiféwet of 2005 and HB 06S-1023. The
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Department began complying with these acts upoin #ffective dates in FY 06-07 by
revising and passing emergency Medical ServicesdBnaes; issuing new policies and
procedures to staff, counties and medical assistaites; and communicating relevant
information to all interested parties. Both a&guire additional changes to the Colorado
Benefits Management System, Medicaid Managememtrrirdtion System, application
forms, and guidelines for eligibility determinat&anThese changes will also contribute to
increased efficiency in implementing the requiretaersi PRWORA, as the Department’s
legal research for the implementation of the Defteduction Act of 2005 and HB 06S-
1023 resulted in the identification of system chemgecessary for PRWORA as well. In
addition, the Department will need to hire FTE limee sections (Eligibility Operations,
Audits, and Information Technology Support) by Jayu2007. Until then, the
Department expects it can continue to absorb coetded to FTE and operating
expenses. Since counties and medical assistatese vgill require additional time to
process applications and make eligibility determames, additional funding is needed for
County Administration and Children’s Basic Healttar® Administration. Additional
funding is also needed for Medical Services Premigwhich funds SAVE transaction
costs) and for Web portal maintenance to accomreotted Department’s additional
SAVE users.

For the system changes, staff resources and apgretipenses described above that are
planned for FY 06-07, the Department will requastds separately, through a regular
supplemental for FY 06-07. Since FTE and operatixgenses will be needed prior to
the scheduled submission date for FY 06-07 suppiéheequests, the Department will
proceed with the hiring process with the understapthat layoffs may be necessary if
the Department does not receive approval for thaested FTE and operating expenses.
Likewise, if approval is not received for additibianding for changes to the Colorado
Benefits Management System and Medicaid Managerrmgéatmation System, other
system changes that have been previously planngchesal to be postponed.

A detailed description of the estimated fundingdeskfor FY 07-08 is provided below.
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(1) Executive Director’s Office, Personal Servicasd Operating Expenses

The Department began using existing staff and dipgraesources to implement the
Deficit Reduction Act of 2005 and HB 06S-1023 inlyJand August of 2006,
respectively, when each act became effective. oRae$ in various sections of the
Department’s Executive Director's Office, Medicab#stance Office, and Operations
and Finance Office have worked to develop interpalicies, procedures, and
implementation plans; pass emergency Medical SesviBoard rules; instruct and
coordinate with counties and medical assistanes;siespond to requests for information
from the public; and establish interim compliangstems for both acts. Interim systems,
including manual verification procedures, were meednmediately so the Department
could begin verifying the identification and lawfulesence of all required applicants.

As stated previously, the Department plans to Bi@eadditional FTE by January 2007 to
ensure that its programs continue to operate effitty while complying with the
requirements of both the Deficit Reduction Act dd082 and HB 06S-1023. The
Department will request approval for these FTE amuhary 2007 through a regular
supplemental change request for FY 06-07. If aygdris not received, staff layoffs may
be necessary. Total funds of $149,543 are requidstethese 3.0 FTE as continuation
funding in FY 07-08. The FTE are needed for tHe¥ang positions:

1.0 FTE (General Professional IV)is needed in the Eligibility Operations Section to
serve as the Department’s lead for ensuring comgdiavith PWORA, the Deficit
Reduction Act of 2005 and HB 06S-1023 identificatand citizenship requirements.
This position would define operational requiremeoastaining to the new eligibility
criteria and coordinate changes to the ColoradceftsnManagement System. The
position would be considered the Department authoon identification and
citizenship operational issues, including idensifion and verification of legal
presence requirements and training. Other dutfethis position would include
providing customer service support to and monitpoh counties, medical assistance
sites, applicants, and clients.
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1.0 FTE (General Professional Ill)is needed in the Audit Section to audit counties,
medical assistance sites, and Colorado Indigené ®aogram providers to ensure
they are meeting the new federal and state reqem&snThis position would ensure
compliance by auditing a sample of case files diahtcinformation for Medicaid,
Children’s Basic Health Plan, Colorado Indigent e€&rogram, and the Old Age
Pension State Medical Program. The position woegrt findings and identify best
practices and areas of concern, and recommend #&veasirther emphasis and
training. If mandated requirements were not béully met, this position would be
responsible for following-up and ensuring corregtaction is taken.

1.0 FTE (General Professional Il)is needed in the Information Technology Support
Section to serve as Security Administrator to oerthe large volume of additional
SAVE system users needed to comply with HB 06S-108 complete description
of the SAVE system requirements is provided belowder the subheading “2)
Medical Services Premiums, Federal Systematic Alfenmification of Entitlement
(SAVE) Program.”) All additional SAVE system usevsuld be licensed for access
by the Department of Human Services, however, tepaftment would need to
ensure all new users are monitored and suppofféis position would therefore be
responsible for administering user access and raystcurity, and for conducting
end-user support, training, and reporting functions

The additional SAVE system users who will need Depant monitoring and support
from the 1.0 FTE (General Professional Il) in Im@tion Technology Support are
estimated as follows: There are approximately 14@lth care providers who
participate in the Colorado Indigent Care Progrard the Comprehensive Primary
and Preventive Care Fund. To comply with HB 0633lGach provider will need
access to the SAVE system to verify the legal presef immigrant clients, and each
provider is estimated to need two sets of usertifileation codes and passwords,
resulting in an estimated 290 new SAVE system us@rs estimated five additional
users will be needed at the office of the Departisefiscal agent, Affiliated
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Computer Services (ACS), to verify the legal preseaf medical providers age 18
and older who are natural persons applying forctlireimbursement through the
Medicaid Management Information System. In addititne Department estimates it
will need one additional user on staff to periotlicaccess the SAVE system to
verify the legal presence of a small number of @umors and non-Medicaid
providers who are sole proprietors, or to verifg thgal presence of temporary staff
not hired in the usual manner through the Stat@fieer staffing agency. Since the
majority of the Department’s contracted staff aredh through a staffing agency
certified by the Colorado Department of Personmel Administration as complying
with the requirements of HB 06S-1023, very few SAWéfifications will need to be
made per year for this purpose.

A total of $2,610 in Operating Expenses is requestesupport the 3.0 FTE described
above in FY 07-08.

(1) Executive Director’s Office, County Administramn

Additional funding in the amount of $2,849,689 éguested for County Administration
in FY 07-08 due to the extra time it will take taahians to process applications due to
the identification and citizenship verification teggments of both acts. Prior to passage
of the new legislation, it took an average of 4mhutes to research and complete
eligibility determinations for all client eligibily types (Source: the Department’'s March
23, 2006 fiscal note for the revised version of BES-1186 with L.004 amendments).
The Department assumes it will take an additionalibutes per application to comply
with the provisions of the Deficit Reduction Act 005 and HB 06S-1023, or 10.55%
longer than it took previously. This is consistemith the federal guidance for
implementing the Deficit Reduction Act of 2005: 8&/éstimate it will take each State 5
minutes to obtain acceptable documentation, vetifizenship and maintain current
records on each individual” (71 Fed. Reg. 39228, 18, 2006). This 5 minutes is meant
to account for all county costs including copyistgff time, additional calls, and storage.
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Please note, that the counties have expressedcailicerns about storage requirements
and complications, but those concerns have not aédressed yet through this request.

Application Processing Costs for Medical Assista8ites

In addition to counties, the Department has two insdassistance sites that process
applications for eligibility under its programs: 8CGand Denver Health Medical Center.
ACS processes approximately 50% of Children’s He&ltan Plus applications (see
Table 3 on page 20); these processing costs adeduthrough the “Children’s Basic
Health Plan Administration” appropriation under oBill group (4) Indigent Care
Program. ACS costs are described beneath thi®sdetading on page 16.

Denver Health Medical Center application processiosts are reimbursed as part of its
overall medical assistance site-related activits,outstationing payments made by the
Department. Outstationing payments are basedhah audited cost reports from Denver
Health Medical Center for a prior year. The atitég itemized in the cost reports do not
provide specific detail to determine which costs @lated to processing applications or
accessing the SAVE system. Because of the recenision Item and Supplemental
funded for Outstationing (“Denver Health Medical & Medicaid Outstationing
Alternative Financing Plan,” DI-10, November 15,080and S-10, January 3, 2006),
Denver Health Medical Center is now at the maximugan draw for outstationing and
that methodology will continue into the future.

(2) Medical Services Premiums

Federal Systematic Alien Verification of Entitlern€AVE) Program

The Department’s Medical Services Premiums appatpn currently funds all SAVE
transaction costs incurred by counties and medisaistance sites that access SAVE.

This access is provided via federal license toDbpartment of Human Services, which
invoices the Department for transaction costs batted to Medicaid clients. The
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Department pays for these costs out of its Med®aivices Premiums appropriation
using 100% federal funds as a Cash Funds Exemsfénato the Department of Human
Services. Since funding for SAVE verifications fdedicaid eligibility determinations is
already built into the Department’s base budget Nwdical Services Premiums, the
Department can absorb any additional SAVE trangaatpsts incurred to comply with
the Deficit Reduction Act of 2005; this Decisiorrit only requests additional funding for
SAVE transactions needed to comply with HB 06S-10P&aragraph (7) of section 24-
76.5-103 of HB 06S-1023 requires the Departmenistothe SAVE system, operated by
the U.S. Department of Homeland Security, to vethify lawful presence of all applicants
(including clients, contractors, temporary stafft fored through the State-certified
staffing agency, providers and grantees) who submited affidavits indicating they are
legal immigrants. These cost estimates are desthbblow.

Estimated SAVE Transaction Costs in FY 07-08 tofpmith HB 06S-1023

Costs incurred for access to the SAVE system asedan a per transaction charge of
$0.26 for the first verification, and $0.48 for ead or subsequent verifications of the
same applicant. There is no cost to the Departiogrer than the FTE requested above
for generating user identifications and passwoadthat its providers and other required
users can access SAVE.

The number of SAVE transactions conducted by cesnéind medical assistance sites
will increase for Title IV-E Foster Care, Old Agerdion State Medical Program, and
Children’s Health Plan Plus applicants under HB-Q633. In addition, providers who
participate in the Colorado Indigent Care Prograithreeed access to the SAVE system,
via license from the Department of Human Servitesgrify the legal presence of aliens
applying for benefits. The Department’s fiscal ragalso will need access to the SAVE
system to verify the legal presence of providenshyapg for direct payment through the
Medicaid Management Information System.
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For applicants to the Department’s Comprehensivedy and Preventive Care grants;
contractors who are sole proprietors indicating thee legal immigrants; and temporary
staff not hired through the State-certified staffiagency, SAVE verifications will be
conducted by Department staff. This applies alsant estimated five contractors per year
who apply as sole proprietors and indicate theylegal immigrants. The Department
will conduct these SAVE verifications internallyncacan absorb the additional SAVE
transaction cost.

The Department’s additional SAVE transaction costsuld be paid for using the
Department’s existing arrangement with the Depantnoé Human Services, as described
above. The Department would receive 100% fedenaintial participation for these
costs except for verifications conducted for thd @ye Pension State Medical Program,
which would be paid for using 100% General Fundhe Total estimated additional costs
needed for SAVE transactions under the Medical iEesvPremiums appropriation in FY
07-08 are $8,805 (see Table 8 on page 24).

(4) Indigent Care Program, HB 97-1304 Children's Be Health Plan Trust

The Department requests a total of $6,933 in Gérarad for the Children’s Basic
Health Plan Trust, so that this amount can be fearsl as cash funds exempt to
Children’s Basic Health Plan Administration for tperposes described below. This
funding is needed because the balance in the @hiklBasic Health Plan Trust is fully
expended in FY 07-08 (November 1, 2006 Budget Requal-3 “Adjust Children’s
Basic Health Plan Medical Premium and Dental Cist€aseload and Rate Changes”).

(4) Indigent Care Program, Children’s Basic HealtRlan Administration

Approximately half of all applicants for Childrertéealth Plan Plus begin their eligibility
determinations at the counties, where the apptinaprocess is funded through the
County Administration line item described aboveunéiing for applicants not processed
by counties, but instead processed by ACS, ocdumugh the line item “Children’s
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Basic Health Plan Administration” in Long Bill grpu(4) Indigent Care Program.
Additional application processing costs for ACS astimated to total $14,383 with
$6,933 in cash funds exempt from the Children’si@&kealth Plan Trust and $7,450 in
federal funds. These costs are calculated andideddn Table 6 (Row 15) and Table 7
(Row 4) on pages 22-24. This line item receivelefal financial participation at both the
Medicaid rate of 50% and the Children’s Basic He#&ltan rate of 65%. The blend is
based on the weights determined in the Childrerdsi® Health Plan cost allocation

study.
Implementation Schedule
Task Month/Year
First phase of Deficit Reduction Act Medical SeesdBoard Emergency Rules Passed March 10, 2006
Counties and Medical Assistance Sites Informechtrim Procedures for Deficit Reduction Act of 2005 July 2006
Department Policy Direction Implemented July 25, 2006

Emergency Meeting of the Medical Services BoarddeP, OAPSMP, CBHP Emergency Rules for HBJuly 31, 2006
06S-1023 Passed*

Temporary Identification and Affidavit VerificatioRrocedures Implemented for HB 06S-1023 August 1, 2006
Second phase of Deficit Reduction Act Medical SsssiBoard Emergency Rules Passed August 11, 2006
FTE Hired** January 2007

CBMS Modifications begin** November 2006
CBMS Modifications complete** April 2007

MMIS provider letters produced and mailed** April 2007

* Colorado Indigent Care Program (CICP), Old Agas$ten State Medical Program (OAPSMP), and Childvédsic Health Plan
(CBHP).

**Funding for tasks scheduled for FY 06-07 will Euested in a regular supplemental for FY 0640@pproval is not received,
layoffs may be necessary and other system changiek Wave been previously planned may need to bppoed.
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Calculations for Alternative’s Funding

Table 1 - Summary of Request FY 07-08 - Matches Sethule 6, Column 6 and Recommended Request

Cash
Total Funds | General Fund Funds Federal Funds
Exempt
Total Request $3,031,963 $979,398 $576,871 $1,475,694
Executive Director’s Office, Personal Services $5439 $74,772 $0 $74,771
Executive Director’s Office, Operating Expenses 63D, $1,305 $0 $1,305
Executive Director’s Office, County Administration $2,849,689 $895,039 $569,938 $1,384,712
Medical Services Premiums $8,805 $1,349 $0 $7,456
Indigent Care Program, Children’s Basic Health Plaust $6,933 $6,933 $0 $0
Indigent Care Program, Children’s Basic Health Plan $14,383 $0 $6,933 $7,450

Administration
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Table 2 - Personal Services and Operating Expensks FY 07-08*

General
General Professional Il
Professional IV General (Information
(Eligibility Professional IlI Technology
PERSONAL SERVICES Operations) (Audits) Support) GRAND TOTAL
Number of PERSONS / class title 1.00 1.00 1.00
Calculated FTE per classification 1.00 1.00 1.00 3.00
Annual base salary (monthly * 12) $52,524 $43,224 $37,356
Number months working in FY 07-08 12 12 12
Salary $52,524 $43,224 $37,356 $133,104
PERA 10.15% $5,331 $4,387 $3,792 $13,510
FICA 1.45% $762 $627 $542 $1,931
AED 0.75% $394 $324 $280 $998
Subtotal Personal Services $59,011 $48,562 $41,970 $149 543
OPERATING
Supplies @ $500/$500 $500 $500 $500 $500 $1,500
Computer @ $959/$0 $690 $0 $0 $0 $0
Office Suite Software @ $300/$0 $294 $0 $0 $0 $0
Office Equipment @ $2,021 /$0 $2,021 $0 $0 $0 $0
Telephone Base (Annual) $370 $370 $370 $370 $1,110
Subtotal Operating $870 $870 $870 $2,610
GRAND TOTAL ALL COSTS $59,881 $49,432 $42,840 $152,153

*The costs in this table reflect continuation fumglonly, as the Department will request fundingite each of these FTE in FY 06-07 throug

a regular supplemental.
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Table 3 - Total FY 05-06 Medicaid and Children’s Halth Plan Plus Clients Processed*

Column > A B C D E
3 Medicaid Medicaid | Children’s Total Notes/ Formula
S Only and Health
v Children’s Plan Plus
Health Plan Only
Plus
1 | Total Application Cases 71,256 88,115 6,750 166,121| Count of unique case IDs
2 | Total Application Clients 102,821 208,764 16,334 327,919| Count of unique client IDs
3 | Client Approvals 58,377 - 5,515 - | Count of unique client IDs approve
4 | Denial/ Non-Complete 43.22% - 66.24% - | (Row 2 minus Row 3) divided by
Rate Row 2
5| Clients Per Case 1.44 2.37 2.42 - | Row 2 divided by Row 1
(Applications)
6 | Redetermination Cases 124,737 1,037 8,475 134,249| Count of unique case IDs
7 | Redetermination Clients 179,621 2,457 20,510 202,588| Row 6 multiplied by Row 5
8 | Total Clients Processed 282,442 211,221 36,844 530,507| Row 2 plus Row 7
9 | New Applications 21,518 28,191 3,040 52,749| Count of unique client IDs
Processed by ACS
10 | Redetermination Cases 399 387 6,286 7,072| Count of unique case IDs
Processed by ACS
11 | Redetermination Clients 575 917 15,212 16,704| Row 10 multiplied by Row 5
Processed by ACS
12| Total Clients Processed b 22,093 29,108 18,252 69,453 Row 9 plus Row 11
ACS
13| Percent Processed by 7.82% 13.78% 49.54% 13.09%| Row 12 divided by Row 8
ACS

*Detailed assumptions for the calculations in taisle are described on pages 25-27.
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Table 4 - Assumed Ratios and Growth Rates for Caldations*
Column > A B C D
C;DU
< . ) Medicaid and Old Age Pension
A Medicaid Only Cg;fr:eg}jSHgﬂth Children’s Health State Medical
y Plan Plus Blended Program
1| Fy 05-06 Unique Client Ratios 1.18-2.88 1.45 - 1.22
2 | FY 05-06 Denial/ Non-complete Rates 43.22% 66.24% - 43.22%
3 | FY 06-07 Growth Rate 7.06% 6.23% 6.97% 9.18%
4| FY 07-08 Growth Rate 5.65% 3.04% 5.38% 9.18%
*See the Assumptions for Calculations section ayef?’ for details on how these figures were derad applied.
Table 5 - Affected Number of Clients from FY 07-08rojected Caseload, Adjusted for Distinct Clients ad Application Denial
Column > A B C D E F G H I L M N
& Categor- Health
= Medicaid : . ically Care Breast - Old Age
v Adults Dlzatl)led lesgbled Eligible Expansion and E“.g'ble Foster | Baby Pension | CHP+
ltem 65 and Adults | Individuals Low- Fund Cervical Children | - Care Care State age Total
60 to 64 to 59 (AFDC- age | Program- . 9
Older (OAP-B) | (AND/AB) Income Low- Cancer C/BC) 18+ Adults Medical 18+
(OAP-A) Adults Income | Program Program
(AFDC-A) Adults
Deficit
Reduction 6,518 2,066 11,907 151,709 14,1p3 671 527,492 - 6089, -| 734,091
1 Act
HB 06S-
5 1023 - - - - - - - 1,411 - 10,561 7,640 19,6]2
*Since the total number of affected clients frorhralevant eligibility categories is needed to restie the cost of implementing HB 06S-1023, dat&rildag the
Old Age Pension State Medical Program and Childrétealth Plan Plus are included in the same tabtiata describing Medicaid. The other populatsuigect
to HB 06S-1023, i.e., Colorado Indigent Care Progagpplicants 18 years of age or older; and Commsate Primary and Preventive Care Program appbch8
years of age or older are not included in Table&abse their applications are neither processadinyties nor medical assistance sites, nor are {hegulationg

included in the Department’s regular caseload caies.
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Table 6 - Additional Application Processing Costs

py)
2 ltem Total Notes/Formula
\L
FY 06-07 Executive Director’s Office, County
1 | Administratiort $18,306,628 HB06-1385 Long Bill Appropriation
FY 07-08 Children’s Basic Health Plan November 1, 2006 CBHP Change Request, DI-3,
2 | Administration $3,638,229 Table F, Attachment 1, Page 7.
Total 06-07 Administration Funding $21,944,85Row 1 plus Row 2
FY 05-06 Unique Applicants Processed for New Applicants and Redeterminations. See Tablg 3,
4a| Medicaid and Children’s Health Plan Plus 530,5@blumn D, Row 8.
Row 4a multiplied by FY 06-07 and FY 07-08
FY 07-08 Unique Applicants Processed for Medicaid and Children's Health Plan Plus blended
4b | Medicaid and Children's Health Plan Plus 598,D@bwth rates. See Table 4.
FY 05-06 Old Age Pension State Medical The Department’s November 1, 2006 Budget Reqpest
5 | Program Clients 5,076] (page number not yet available).
FY 05-06 Unique Old Age Pension State Medigal Row 5 multiplied by distinct client ratio and Medid
6a| Program Applicants 8,869| denial/incomplete rate. See Table 4.
Row 6a multiplied by FY 06-07 and FY 07-08 Old
FY 07-08 Unique Old Age Pension State Medigal Age Pension State Medical Program growth rates.
6b | Program Applicanfs 10,572| See Table 4.
7 | Total FY 07-08 Processed Applicants 608,5&0w 4b plus Row 6b.
Per Applicant County Administration Cost $36.,0B0w 3 divided by Row 7.
Average Processing Time per Application Weighted average amount of time for eligibility
9 | (minutes)® 47.4| determinations for all client types.
Additional Time to Process Application Time for county technicians to process additional
10 | (Minutes)* 5 | documentation requirements.
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Table 6 - Additional Application Processing Costs

11| Percent of Additional time 10.55¢%Row 10 divided by Row 9.
12 | Additional Per Application Administration Cost 88.| Row 8 multiplied by Row 11.
FY 07-08 Projected Applicants Affected by
13a| Deficit Reduction Act of 2005 734,091See Table 5, Column N, Row 1.
FY 07-08 Projected Applicants Affected by HB
13b| 06S-1023 19,612| See Table 5, Column N, Row 2.
Children’s Health Plan Plus Applicants Procesged Table 3, Column C, Row 13 multiplied by Table 5,
14| by ACS 3,785| Column M, Row 2.
Additional ACS Cost (Applies Only to HB 06S-
15| 1023) $14,383[ Row 12 multiplied by Row 14,

Additional County Administration Cost for
Applicants Affected by Deficit Reduction Act of

16a| 2005 $2,789,546 Row 13a multiplied by Row 12.
Additional County Administration Cost for
16b | Applicants Affected by HB 06S-1023 $60,1ARow 13b minus Row 14 multiplied by Row 12.
Total Costs to Process Documentation from Bth
17| Acts $2,864,072 Row 15 plus Row 16a plus Row 16b.

! The Department assumes continuation funding \ilhppropriated in the same amount for FY 07-08.

% This number of unique applicants (10,572) diffeosn the number of affected clients in Table 5,@oh L, Row 2 (10,561)
because the latter is a distinct client count.

From the Department’s revised Fiscal Note for HBIA86 with L. 004 amendments, March 23, 2006.

* The federal guidance for implementing the DefRiétuction Act of 2005 (71 Fed. Reg. 39220, July?®6) estimated it would
“take each State 5 minutes to obtain acceptablardentation, verify citizenship and maintain curnedords on each individual.”
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Table 7 - Program Splits for Additional Application Processing Costs

Py
2 ltem Total Notes/Formula
Vv
1 Total Additional Cost $2,864,012Table 6, Row 17.
Old Age Pension State Medical Progrgm Table 6, Row 12 multiplied by 10,561 Old Age Penssiate
2 (100% GF) $40,132[ Medical Program clients (see Table 5, Column L, R)w
County Portion (20% Local Match/30%
3 GF/50% FF): $2,809,55[7Table 6, Row 16a and 16b minus Table 7, Row 2.
ACS Portion (Blend of 50% GF/50% FF
4 + 35% GF/65% FF): $14,383Table 6, Row 15.

Table 8 - Systematic Alien Verification of Entitlenment Costs — Funded from Medical Services Premiums

Old Age . , Colorado Medicaid
Pension State Children’s Indigent Management
ltem Foster Care : Health Plan Information Totals
Medical Care
Program* Plus Program Sygtem
Providers

Affected Number of
Clients/Providers in FY 07-08 1,411 10,561 7,640 205,868 1,988 227,468
Percent Immigrant Clients/Providers 0.25% 35.89% 1.35% 10.00% 12.50% -
Number Immigrant
Clients/Providers 4 3,790 103 20,587 249 24,732
Initial Verification @ $0.26 each $1 $985 $27 $5,353 $65| $6,430
Estimated Number requiring 2nd
verification (20%) 1 758 21 4,117 50 4,946
2nd verifications @ $0.48 each $0 $364 $10 $1,976 $24( $2,374
Total cost for verifications $1 $1,349 $37 $7,329 $88| $8,805

* All costs incurred for the Old Age Pension Stitedical Program are funded with 100% General Fund.
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Assumptions for Calculations

Assumptions for calculations are described bdlmwlables 3-8 (Tables 1-2 are designed
to be self explanatory).

Table 3

Table 3 derives the total number of applicants ggeed annually by counties and ACS to
estimate their additional administrative costsnmplement the Deficit Reduction Act of
2005 and HB 06S-1023. To calculate the numbemajue applicants in Medicaid and
the Children’s Health Plan Plus programs, the Diepamt used case and client level data
from the Colorado Benefits Management System for G5¢06, where clients are
processed as either a new applicant or a redetatioinfor benefits. The Department
assumes that once an individual provides satigfadattentification, they will not be
required to do so again if their initial applicatis denied and they reapply.

As Table 3 illustrates, the applications are sdpdranto three categories: Medicaid only,
Medicaid and Children’s Health Plan Plus, and GRits Health Plan Plus only. This is
necessary to accurately count the applicationa,csld can apply for both Medicaid and
Children’s Health Plan Plus benefits on the san@i@dion, and the Children’s Health

Plan Plus application will be denied if the child determined Medicaid eligible.

Application totals in Table 3 are counts of unigase or client IDs.

Applications received through State Data Exchange fr applicants receiving
Supplemental Security Income benefits, so these weritted from the analysis. Once a
client is approved for benefits, a correspondingpre is created for a redetermination.
There is a direct correspondence between redetatiomn data and newly approved
clients for Medicaid, and a near one-to-one cowadpnce for Children’s Health Plan
Plus clients. These newly approved cases arenegtan the application data and omitted
from the redetermination data in order to preventide counting.

In the application data, a count of the numberrofjue clients per case is calculated (see
Table 3: Row 5 = Row 2 / Row 1). The redetermoratilata is at the case level, so the
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Department assumes that the client per case tegual to that from the application

data. The number of redetermination clients isakdo the redetermination cases
multiplied by this client per case ratio (Row 7 aviR6 x Row 5). The total number of

Medicaid and Children’s Health Plan Plus clientsgaissed is 530,507 (Table 3, Column
D, Row 8), and is the new applications plus recaetestions (Row 8 = Row 2 + Row 7).

The new application and redetermination data amstudes information on where the
application originated. To ensure that countie$ AGS receive funds according to their
share of clients processed, the number of new @y originating at ACS was counted
(Table 3, Row 9). The number of redeterminatiosesaoriginating at ACS (Row 10) is
multiplied by the clients per case ratio from tipplecation data (Row 5) to estimate the
redetermination clients processed by ACS (Row 1T)he total number of clients
processed by ACS (Row 12) is equal to the numberewf applicants (Row 9) plus the
redetermination clients (Row 11). It follows thhe percentage of clients processed at
ACS (Row 13) is the number of clients originating®&S (Row 12) divided by the total
clients processed (Row 8). This percentage isnasguo be constant through FY 07-08,
and is used to estimate the additional funding eéddr County Administration and ACS
for additional application processing time.

Other assumptions used in Table 3 include:

* The “Total Application Clients” data reported in\R@ were calculated using unique
client identification numbers from the Colorado BBts Management System FY 05-
06 “Application and Applicants” file. The Medicaahd Children’s Health Plan Plus
category includes cases which included applicatfondMedicaid only, or for both
Medicaid and Children’s Health Plan Plus. The @ieih’'s Health Plan Plus Only
category includes individuals applying for Childseidealth Plan Plus that did not
have an application in the system for Medicaidiei@s who apply for both programs
and are Medicaid eligible are denied Children’s IHe®lan Plus eligibility, which
artificially inflates the denial rates. In additicapplicants who receive Supplemental
Security Income benefits are omitted as they are processed for eligibility
determinations.
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* All new Medicaid approvals are reported in the Cattm Benefits Management
System FY 05-06 “Redetermination” file; only soméil@ren’s Health Plan Plus
clients have redetermination records. These dlientere omitted from the
redetermination count to avoid double counting.

* The Redetermination file is reported at the casgel|eather than the client level. The
average number of clients per case for new appmsitis assumed to equal the
number of clients per case for redeterminations.

» Data from the Colorado Benefits Management Syst&h05-06 “Applications and
Applicants” are reported in Row 9 to show the numifenew applicants originally
processed at the Department's medical assistateeALS, rather than the county.
In addition, data from the “Redetermination” fildhosvs the total number of
Redeterminations processed by ACS. The total numibelients processed by ACS
was calculated assuming the same ratio of clieatscpse as for Colorado Benefits
Management System applications.

Table 4

Table 4 shows ratios and growth rates that are ustee analysis for this Decision Item.
Row 1 displays distinct client ratios, which weralctilated by comparing FY 05-06
unique client identification numbers to caseloa&atios within the range listed in

Column A, Row 1 are categorically specific for Memld, and are applied to

corresponding FY 07-08 projected caseload to estimiistinct clients in each eligibility

category. Row 2 displays denial/ non-completesratdculated in Table 3. The denial/
non-complete ratio for the Old Age Pension Statedit Program is assumed to be
equal to that for Medicaid. Rows 3 and 4 includengh rates for FY 06-07 and FY 07-
08, respectively. The Medicaid and Children’s ke&lan Plus blended growth rate is
calculated according to the respective caseloadeshaThe growth rate for Old Age
Pension State Medical Program is estimated usiegage annual growth for FY 04-05
and FY 05-06. This trend is assumed to stay cah&a FY 06-07 and FY 07-08.

Page G.27



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIBMIG - FY 07-08 BUDGET REQUEST

Table 5

Table 5applies the information from Tables 3 and 4, neunber of distinct clients per

case, denial/non-complete rates, and redetermmat@mses to FY 07-08 projected
caseload figures. This table is used to showdta projected number of affected clients
by the Deficit Reduction Act of 2005 and HB 06S-302Assumptions used in Table 5
include:

FY 07-08 Medicaid projections are from NovembePQ06 Budget Request, Exhibit
B, Page EB-1. Children’s Health Plan Plus progaaseload is from November 1,
2006 DI-3, “Adjust Children’s Basic Health Plan Mesl Premium and Dental Costs
for Caseload and Rate Changes,” Attachment 1 TaBlemd H. The Old Age
Pension State Medical Program caseload is from iMbee 1, 2006 Budget Request
(page number not yet available).

Dual eligibles (clients receiving both Medicare avédicaid) are not included in
Table 5 because they are exempt from both actse sthey provide proof of
identification when determined eligible for Mediear

In FY 05-06, 11.58% of distinct Eligible Childrereve “Needy Newborns,” defined
as children up to age 1 born to mothers who werdidagd eligible at the time of
birth (25,854 Needy Newborns / 223,304 Eligible |@f@n = 11.58%). The Eligible
Children caseload is deflated by this percent ugde these clients, as they are not
subject to either act. (Source: BOA query 8/16/06.

All projections were inflated to adjust for denijaiscomplete applications, and
distinct clients per application (see Tables 3 4nd

Distinct client ratios were calculated by comparifky 05-06 unique client
identification numbers to caseload. This rati@asegorically specific for Medicaid
(see Table 4).

Foster Care is not inflated for denied/incomplefli@ations as this group is
“automatically entitled” to Medicaid.

Old Age Pension State Medical Program denial/indeteprate is assumed to be
equal to that for Medicaid.
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Table 6

Table 6 calculates the additional estimated cosbtoties and to ACS to implement the
provisions of each act based on the total numbegrgjected applicants from Table 5
(Column N, Rows 1 and 2) multiplied by the “Addite Per Application Administration
Cost” in Table 6 (Row 12).

Table 7

Table 7 shows the funding splits between General Fund autbrél funds for the
additional application processing costs. All cdststhe Old Age Pension State Medical
Program must be paid using 100% General Fund, @srsin Row 2. All other county
administration costs receive 20% local county shzgd&o General Fund and 50% federal
financial participation. ACS application procegsitnsts are paid out of the Children’s
Basic Health Plan Administration appropriation, ardeive a blend of federal financial
participation as allocated under Titles XIX and Xoflthe Social Security Act: 12% of
total funds spent on eligibility and enroliment étions receive 35% General Fund and
65% federal financial participation under Title XXdnd 88% of total funds spent on
eligibility and enrollment functions receive 50%r@eal Fund and 50% federal financial
participation under Title XIX (November 1, 2006 RY7-08 Budget Request, DI-3
“Adjust Children’s Basic Health Plan Medical Premitand Dental Costs for Caseload
and Rate Changes,” Table F).

Table 8

Table 8 calculates the transaction costs thatbeilincurred for SAVE verifications under

both acts. Assumptions used in Table 8 include:

* As with the County Administration costs describéd\se, since all costs for the Old
Age Pension State Medical Program must be fundéid ¥0% General Fund, this
applies to the SAVE transaction costs for this peogas well. These are included in
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Impact on Other Areas of Government

the Medical Services Premiums line item in the amboof $1,349using 100%
General Fund.

 The time required to verify the legal presence ldna using the federal SAVE

system is included in the 5-minute additional pssoeg time per application
estimated above.

* For the Colorado Indigent Care Program, of thenesttd 205,868 new clients, the

Department estimates 10% will require first levé{\VE& verifications and an even
smaller number may require second and third leggfigations resulting in an annual
cost of approximately $7,329. With respect to ®emprehensive Primary and
Preventive Care Fund, the Department will needetase its grant application form
and application instructions to incorporate theureaments of these acts. This can be
done with existing staff and operating resourcesydver, as there is only one
application form and set of instructions to revigdso, due to the limited number of
grantees in the program (approximately 8 or 9 mar)y the Department can absorb
any mailing, printing, or photocopying costs in@ato comply with the legislation.

This alternative will require additional funding the Department of Human Services for
SAVE transaction costs in Cash Funds Exempt froenQiapartment’s Medical Services
Premiums appropriation. The Department of HumarviSes has an appropriation for
“Systematic Alien Verification for Eligibility” inthe 2006 Long Bill, HB 06-1385, under
the Department of Human Services (7) Office of Saifficiency (C) Special Purpose
Welfare Programs (8) Systematic Alien Verificatifum Eligibility. Footnote K to this
line item indicates that $28,620 is a Cash Fundsnipt transfer from the Department of
Health Care Policy and Financing in FY 06-07. Tiepartment requests this footnote be
changed to reflect an increase in funding of $8j805Y 07-08 for a total of $37,425 as a
Cash Funds Exempt transfer from the DepartmenteafitH Care Policy and Financing.

There will also be a need for additional fundindthe Department of Human Services for
modifications to the Colorado Benefits Managemeydt&n in FY 06-07, however, this

funding will be requested separately in a regulgptemental for FY 06-07 and is not
included in this FY 07-08 Decision Item.
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Concerns or Uncertainties of Alternative

Calculations within this request are based omragsions that specific populations are
subject to either the Deficit Reduction Act of 2006 HB 06S-1023; or that they are
subject to neither. To the extent any of thesaraptions change, the fiscal impact to the
Department for implementing these acts may alsagda

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

General Description of Alternative

Calculations for Alternative’s Funding

Concerns or Uncertainties of Alternative

Alternative B would result in no increase in fumglfor the Department to implement the
Deficit Reduction Act of 2005 and HB 06S-1023. isltlikely that without the funding
requested in Alternative A, a disproportionate shair the financial burden will fall on
counties, medical assistance sites, and Coloratigdnt Care Program providers in order
to comply with these acts. Without the requestéH,Rhe Department would not be able
to assist counties, medical assistance sites, g@mssi applicants or clients in following
the new requirements without creating additionatkbzg in existing customer service
areas. In addition, Department supervisory andagament staff in various Department
divisions would be required to postpone other rasjmlities in order to monitor and
ensure compliance with the Deficit Reduction Act2605 and HB 06S-1023. Also, if
increased funding is not received for SAVE verificas of legal immigrants, the
Department of Human Services would likely be regghito absorb the majority of
additional transaction costs.

No change in funding with this alternative.

It is possible that eligibility determinationsliMot be made in a timely manner due to
increased workload on counties without an increaskinding. In addition, since the
Department plans to begin making modificationsh® €Colorado Benefits Management
System in November 2006 and hire FTE by January 28@&ff layoffs may be needed
and system changes which have already been plamasdneed to be postponed.
Furthermore, contracts with medical providers, it workers for Departmental
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personal services or other services, and granteesiving grants from the various
Departmental programs could be delayed or invaiaf adequate provisions for
checking citizenship of the providers, contractars] grantees are not available. Delays
in approving applications for medical assistandgil@lity or incorrect approvals of
medical assistance applications might occur. Sielays could cause a hardship for
people who do qualify for medical assistance, wim®rrect approvals would waste state
funding and, perhaps, cause a need to recoup payaneservices provided to clients not
really eligible to receive the services. As a lgdhe Department could be subject to
lawsuits, penalties or fines, or could lose fedé@ralncial participation from the Centers
for Medicare and Medicaid Services for all of gslérally-matched programs (not just the
programs affected by the Deficit Reduction Act 603 and HB 06S-1023). Therefore,
Alternative B is not recommended.
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Supporting Documentation

Analytical Technique

Considering return of investment analysis camwshow an administrative investme
can save additional costs at a later time.

Total
Investment Cost Avoidance
$3,031,963 | Potential litigation costs if sued by any grougrmiag Department incorrectly provided

services to non-eligible clients: estimated $500,0

Delays in awarding Departmental administrative it or contracts invalidated by lack
proof of citizenship: estimated $8,727,841 ($88,2T1 in Budget Long Bill Group for
Executive Director’'s Office x 10%)

Failure to comply with HB 06S-1023 would also biuie to comply with similar
provisions in federal Deficit Reduction Act of 2Q0&th potential to cause loss of total
federal financial participation for the Departmeftt,622,333,441 or more (total amount
federal funds in FY 06-07 Long Bill HB 06-1385)

Shifting costs of $3,031,963 to counties, medisalsiance sites, and indigent care provi
sites could lead to requests for increases in hiddgeounty administration line items, thu

nt

of

of

der

not saving the costs but simply moving to differem items in the budget.

Quantitative Evaluation of Performance Alternative A requests an additional $3,031,9%3adtal funds to implement the Deficit

Statutory and Federal Authority

Reduction Act of 2005 and HB 06S-1023, with $978,8@ming from General Fund.
The cost avoidance is many times over the impleatient costs. The Department would

be using the least expensive alternative by inmgsti compliance.

HB 06S-1023, section 24-76.5-103 (1) Verificatimnlawful presence ... on and after
August 1, 2006, each agency or political subdivisid the state shall verify the lawf
presence in the United States of each natural peesghteen years of age or older w
applies for state or local public benefits or federal public benefits for the applicant.
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HB 06S-1023, section 24-76.5-103 (4). an agency or a political subdivision shall
verify the lawful presence in the United Statesawth applicant eighteen years of age or
older for federal public benefits or state or locpublic benefits by requiring the
applicant to: (a) produce: ... a valid ... [i]dentifitan card...; and (b) execute an
affidavit stating: (i) that he or she is a Unitethtgs citizen or legal permanent resident;
or (ii) that he or she is otherwise lawfully pres@nthe United States pursuant to federal
law.

SB 06-219, Section 122. Appropriation - adjustmeat2006 long bill (1) ... there is
hereby appropriated, to the department of healthegaolicy and financing, executive
director’s office, for county administration, thems of eighteen million three hundred six
thousand six hundred twenty-eight dollars ($18,828), or so much thereof as may be
necessary, for the implementation of this act.

Pub. L. 109-171, Sec. 6036 (42 U.S.C. 1396b) Imgutdenforcement of Documentation
Requirements {a) ... Section 1903 of the Social Security Act ¥3.C. 1396Db) is
amended ...(C) by inserting after paragraph (21) filllowing new paragraph: “(22)
with respect to amounts expended for medical assistfor an individual who declares
under section 1137(d)(1)(A) to be a citizen or oiadl of the United States for purposes
of establishing eligibility for benefits under thide, unless the requirement of subsection
(x) is met.”; and (2) by adding at the end theldaling new subsection: “(x)(1) For
purposes of subsection (i)(23), the requirementh subsection is, with respect to an
individual declaring to be a citizen or national tdie United States, that, subject to
paragraph (2), there is presented satisfactory doentary evidence of citizenship or
nationality (as defined in paragraph (3)) of thedividual. “(2) The requirement of
paragraph (1) shall not apply to an alien who igy#dle for medical assistance under this
titte— “(A) and is entitled to or enrolled for befits under any part of title XVIII; “(B)
on the basis of receiving supplemental securitgpnme benefits under title XVI; or “(C)
on such other basis as the Secretary may spectdgrumhich satisfactory documentary
evidence of citizenship or nationality had beervjmesly presented. .... (b) EFFECTIVE
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Department Objectives Met if Approved:

DATE.—The amendments made by subsection (a) gl o determinations of initial
eligibility for medical assistance made on or affeity 1, 2006, and to redeterminations
of eligibility made on or after such date in theseaof individuals for whom the
requirement of section 1903(z) of the Social Secuct, as added by such amendments,
was not previously met.

Pub. L. 104-193 (8 U.S.C. 1612), Subtitle A, Eliliiip for Federal Benefits SEC. 401 -
Aliens Who Are Not Qualified Aliens Ineligible foFederal Public Benefitga) ...
Notwithstanding any other provision of law and gxtcas provided in subsection (b), an
alien who is not a qualified alien (as defined ecton 431) is not eligible for any
Federal public benefit (as defined in subsection (&) EXCEPTIONS.— (1) Subsection
(a) shall not apply with respect to the followingderal public benefits: (A) Medical
assistance under title XIX of the Social Security @r any successor program to such
title) for care and services that are necessarytha treatment of an emergency medical
condition (as defined in section 1903(v)(3) of sAch) of the alien involved and are not
related to an organ transplant procedure, if theeal involved otherwise meets the
eligibility requirements for medical assistance enthe State plan approved under such
title (other than the requirement of the receipta or assistance under title IV of such
Act, supplemental security income benefits undég XVI of such Act, or a State
supplementary payment).

1.2 To support timely and accurate client eligipitletermination.

1.5 To accurately project, report, and manage kadgesquirements to affect Executive
and Legislative intent with program and budget digy@ent and operations. To
accurately record and monitor expenditures for mmog managed by the
Department so there may be accurate financial tiegoat all times.
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Schedule 6
Change Request for FY 0708

Department: Health Care Policy and Financing Dept. Approval by: John Bartholomews Date: MNovember 1, 2006
Priority Number: Ol-5& OSPB Approval: Date:
Program: Executive Director's Office Statutory Citation: 24-1-107, C RS, (2006), 255-1-104 (2) and (4), C.R.5. (2008)
Request Title: Increase Funding for Commercial Leased Space
1 2 3 4 5 6 7 8§ 9 10
Total Decision/ Total Change
Prior-Year Supplemental Revised Base Base Nowvember 1 Budget Revised from Base
Actual Appropriation Request Request Request Reduction Request Amendment Request in Out Year
Fund FY 05-06 FY 06-07 FY 06-07 FY 06-07 Fy 07-08 FY 07-08 FY 07-08 Fy 07-08 FY 07-08 FY 08-09
Total of All Line ltems Total 33228 49 510 a 49 510 48510 222 B05 27238 a 272318 226 B70
FTE 0.00 0.00 0.0o0 0.00 0.00 0.00 0.00 0.00 0.00 0.00
GF 1561 18 255 0 18255 19 255 111404 130,659 0 130,659 113,335
GFE 0 0 0 0 0 0 0 0 0 0
CF 0 0 0 0 0 0 0 0 0 0
CFE 15053 5,500 0 5500 5500 0 5,500 0 5,500 0
FF 16514 24 755 0 24 755 24 755 111,404 136,159 0 136,159 113,335
(1) Executive Director's
Office, Commercial Total 33228 43 510 0 43510 49 510 222808 272318 0 272318 226 B70
Leased Space FTE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
GF 1,561 19,255 1] 19,255 19,265 111,404 130,559 1] 130559 113,335
GFE 1] 1] 1] 1] 1] 1] 1] 1] 1] 1]
CF 1] 1] 1] 1] 1] 1] 1] 1] 1] 1]
CFE 15,053 5500 1] 5500 5500 1] 5500 1] 5500 1]
FF 16614 24755 1] 24755 24 755 111,404 136,159 1] 136,159 113,335

Letter Notation:

Cash Fund name/number, Federal Fund Grant name: CFE: Health Care Expansion Fund, FF: Title X[X

IT Request: Yes ¥  No {If yes and reguest includes more than 500 programming hours | attach 1T Project Plan)
Request Affects Other Departments: Yes ¥  No If Yes, List Other Departments Here:
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CHANGE REQUEST for FY 07-08
EFFICIENCY AND EFFECTIVENESS ANALYSIS

SELECT ONE (click on box):
M Decision ltem
O Base Reduction Item

[0 Supplemental Request Criterion:

[J Budget Request Amendment Criterion:

Priority Number: DI-5

Change Request Title: Increase Funding for Commercial Leased Space

Long Bill Line Item(s) (1) Executive Director’'s Gée: Commercial Leased Space
State and Federal Statutory Authority: 24-1-107, C.R.S. (2006); 25.5-1-104 (2) and (4R.S. (2006)

Summary of Request (Alternative :A) This Request is for $222,808 in FY 07-08 to awund leasing commercial leased space at
225 E. 18 Avenue. This lease, which the Department entémeml based on verbal
approval of funding by the Joint Budget Committee June 20, 2006, will continue
through June 30, 2012.

Alternative A {Recommended alternative}:

Problem or Opportunity Description The Department of Health Care Policy and Finagcsrthe second largest budget in State
government and one of the smallest departmentenmst of staff size. With the
Department's ever-growing caseload, expendituned, mograms, the staff have been
increasing, but the space that the Departmentp@®jriated to house these staff has not
grown to the same degree.

In May 2003, the Department moved to its curresatmn at 1570 Grant Street. From
the time of this move up to the present, the pmogrdor which the Department is
responsible have grown both in size and complexigsulting in additional FTE
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appropriations. For FY 06-07, the Department wasr@priated $344,022 for space at
1570 Grant Street. This space currently has acdagpa 223 workstations.

The table below shows the historical FTE countefach fiscal year since the Department
moved to its current location at 1570 Grant Sthedflay 2003. This table indicates that
FTE appropriations have increased a total of 19si#%e the Department moved to its
location. This count does not include contracedgdorary staff such as those associated
with implementation of the Medicare ModernizatiorctAof 2003 and the Colorado
Benefits Management System court order.

Year Long Bill FTE Appropriation / Request | SpecialBill FTE Appropriations Total FTE
FY 02-03 193.3 1.2 194.5
FY 03-04 196.6 3.8 200.4
FY 04-05 196.1 6.7 202.8
FY 05-06 207.1 6.3 213.4
FY 06-07 222.7 8.0 230.7

The table shows the number of appropriated FTE,tim®tnumber of positions. The
Department currently has approximately 269 fullgipositions projected for FY 06-07,

not including temporary, intern staff, or auditods addition, the Department employs a
number of temporary staff to comply with legislatiand to complete special projects.
For example, in FY 05-06, the Department employadghly 40 different temporary

staff.

The Department recently completed an analysisshatved that it has been reverting an
unsatisfactory level of Personal Services fundimigile experiencing high turnover and
staff strain. In December 2005, during the Departts Joint Budget Committee
Hearing, the Committee voiced concerns about theaBment's staffing levels. This led
to the decision to recommend 5.7 FTE in the Depamtta FY 06-07 Long Bill

appropriation. In a separate action, in Febru@962 the Department decided to hire
twelve additional positions to avoid reversions &mdtaff up to appropriated levels. The
impact of this decision was not experienced in titneprevent a Personal Services
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General Description of Alternative

reversion in FY 05-06, but the Department plansiteh more aggressively manage to its
appropriation in the future.

In addition, based on similar complaints of a latlspace expressed in a Stand Alone
Budget Request Amendment submitted to the JointgBu@€ommittee on January 24,
2006, the Department has an additional $49,5100g@pited in Commercial Leased
Space for FY 06-07. This space is located actosstreet from the Department's main
location, at 225 E. IAvenue. The space can currently hold 15 personnel

The Department submitted an emergency 1331 Supplami@equest on June 20, 2006
to the Joint Budget Committee requesting fundingties leased space. While this 1331
Supplemental Request was not approved by the Riudget Committee as it was
determined not to meet the criteria for an Emergdi331 Supplemental Request, verbal
approval was given to proceed with acquiring theséel space at 225 E."™@venue.
Based on this discussion and direction the Depanttrpeoceeded to acquire the leased
space. Department staff has been occupying thisesgince October 1, 2006.

Finally, the Department received $8,580 in addalc@ommercial Leased Space funding
through a Joint Budget Committee staff recommendato the Department's 1331
Emergency Supplemental for 4.0 FTE to process Madlicases exceeding processing
guidelines, submitted September 20, 2006.

This Request is for Commercial Leased Space fundi the amount of $222,808 total
funds in FY 07-08 to occupy the first and secommbr at 225 E. 16 Avenue. The
Department began occupying this space on Octol#008.

The Department used a rare opportunity to expartiowi undertaking a large scale
move in the fall of 2006. New space became availabthe same location where the
Department had previously acquired Commercial Leé&#eace. This large amount of
space has kept the Department housed in two cantgylocations that are close to the
Capitol. These two locations, 1570 Grant and 225a2 Avenue, are literally across the
street from each other, and the landlord has beeonanodating and responsive to the

Page G.4



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIBMIG - FY 07-08 CHANGE REQUEST

Department's needs. Since October 1, 2006, thareent's Audits Section and the
Eligibility Operations Section have occupied th&for of this leased space. Beginning
November 1, 2006, the first floor, which requiredm® additional build-out, was

occupied by the Long Term Care Division, which udgs the Community Based Long
Term Care, Nursing Facilities and the Systems Céaimg.

When the Department moved to 1570 Grant StreetODB2it was apparent that the
Department would not be able to accommodate mumvtgr With continued funding of
this alternative, the Department believes thatiit hkave an efficient, 5-year plan that
easily addresses current needs and can contirmezéonmodate growth without separate
budget requests to the General Assembly.

There are several reasons why continued fundingesled for this space:

1. The Department had planned to expand into its basespace at 1570 Grant Street
to accommodate its growth. In fact, the Medicamd®tnization Act Call Center and
CBMS Emergency Call Center had been housed indkerbent since other space in
the building was not available. The Department mith the State Architect and
building management personnel from the Departmefit Rersonnel and
Administration in March of 2006 to discuss furtmeodifications to the building that
the Department would need to make to accommodatenttreased staffing needs.
However, on April 3, 2006, the Department of Persdrand Administration issued a
letter to the Executive Director of the Departmigleintifying life and safety liability
concerns regarding staff in the basement. Recomatiems were to cease using
these areas for staff purposes. As a result, kiefited in the basement had to be
relocated into the upper floors of the buildingheTpotential for the Department to
use the basement space is no longer feasible.

2. The Department had converted all open space at Gs@at Street into employee
cubes. The Department had converted its mail rodm staff work space. A one
cube office was converted to house four staff waglon tables. The Department was
in the practice of moving new staff around the rentiuilding as vacancies occur, in
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order to supply a work space for hired staff. Thepartment believes that this
"musical chairs" has been one factor contributmghte Department's high turnover
rate.

3. The Department needs meeting space. Two meetogsdormerly existed in the
basement of 1570 Grant Street but had to be tetedrfar this purpose upon receipt
of the Department of Personnel and Administratidetter referenced above. The
Department converted a kitchen into a meeting rodéven with that conversion,
there are only two meeting rooms at 1570 Grantegtithese rooms were constantly
booked, and staff often crammed into small offides have meetings. The
Department had nowhere to house auditors, whiclhlarest continuously working in
the Department. Accommodations were constanthtraggle for meetings and
auditors. This makes the workplace incredibly ficegnt, as staff spent time
attempting to access meeting space in other bgsdamd spent time traveling to off-
site locations. Additionally, there is no roomdarenough to meet with all or a
majority of the staff or to house the Medical Seeg Board in the 1570 Grant Street
building.

The space at 225 E. @Avenue has addressed all of these needs. The $éds 10
offices, 49 cubes (including thé"Sloor), and 2 meeting rooms (one large enough for
public meetings, Department meetings, and the Mé¢dervices Board). Because of this
space, space conditions have vastly improved ad Gaant Street. Temporary projects
are now accommodated easily, and staff does not neebe moved around to
accommodate new hires. Sections and work unitsstaging together. There is
appropriate meeting space for staff to hold prodesd meetings with external customers,
and large enough for staff to have internal probsaiving meetings.

The Department worked with the Staubach Companythedepartment of Personnel
and Administration on this space. The Departmexd mmoved forward on this issue,
based upon the Joint Budget Committee’s apprové&itaff recommendation on June 20,
2006 when the Department submitted a 1331 EmergBapplemental. While Staff did

not recommend the Emergency Request as it did met @mergency criteria, Staff's
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recommendation did indicate that the Departmenulshproceed with obtaining this
space, using existing funding in other Common Rdiiee items as allowed by a recent
ruling to the Headnote lawsuit, and that the Corteaitshould anticipate a normal
Supplemental Request in January for this issue.

The Department has been able to lease the 13,0fGesdeet at a rate of $16.77 per
rentable square foot in FY 07-08 for an additicio&hl lease cost of $218,950 (see Table
A). This price per square foot included minor t@nfinishes; the cost of $212,156 (see
Table B) is being spread across a 5 year reneveableact, which would expire June 30,

2012. Should the State not renew this contractHerfull five years, the balance of this

cost would be due to the lessor. The Departmemsiders this new space to be a long
term solution to its staff housing needs.

In addition, the Department submitted a letter® doint Budget Committee on October
5, 2006 requesting guidance on maintaining theeotiease for the fifth floor at 225 E.

16" Avenue. While the Department understands thafitiet Budget Committee could

not respond to this request without having anotiheeting, and that the Committee
would also prefer an official Supplemental for thegjuest, the Department felt that the
letter was appropriate as there was a need to nmveard based on a very short
timeframe due to issues with rent and vacatingsiece, yet wanting to continue the
level of transparency that exists in its Budgetiod

While the Department did receive feedback from tJBundget Committee staff following
the Department’'s October 5, 2006 letter, recommendhat all FTE requests include
Commercial Leased Space funding, the Departmeotnserned that this methodology
would not allow it to acquire necessary space.s Toincern is largely based around the
Department’s inability to lease out space one dalzta time.

Therefore, please note that savings from termigathme fifth floor lease that were
initially anticipated to offset the cost of acqumithe new space on the first and second
floors in the same building, as communicated in Bepartment’s June 20, 2006 1331
Emergency Request, are no longer included in tleguRst. This is due largely to
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receiving final build-out plans for the first andcend floors, and the realization that
these two new floors alone could not support thpaBenent’s long term plan for growth.

Based on three additional Decision Items preseintethis November 1, 2006 Budget

Request (Decision Items DI-4, DI-8 and DI-13), iepartment believes that this action
was the best solution to the Department’s growitadfing requirements. Rather than
seek Commercial Leased Space funding individuallyeach of these requests, the
Department identified a need for expansion andtfet it should not release existing,

finished space that could support this growth.

Calculations for Alternative’s Funding

Summary of Request FY 07-08 General Cash Funds Federal

Total Funds Fund Exempt Funds
FY 07-08 Requested Increase $222,808 $111,404 $0 $111,404
FY 07-08 Needed Funding for Commercial Leased Space $272,318 $130,659 $5,500 $136,159
FY 07-08 New Commercial Leased Space $218/950 $109,475 $0 $109,475
FY 07-08 Base Request Increase Commercial LeasatkSp $3,858 $1,929 $0 $1,929
FY 07-08 Base Request for Commercial Leased Space 49,580 $19,255 $5,500 $24,755

Summary of Request FY 08-09 General Cash Funds Federal

Total Funds Fund Exempt Funds
FY 08-09 Requested Increase $226,670 $113,335 $0 $113,335
FY 08-09 Needed Funding for Commercial Leased Space $276,180 $132,590 $5,500 $138,090
FY 08-09 New Commercial Leased Space $218/950 $109,475 $0 $109,475
FY 08-09 Base Request Increase Commercial LeasatkSp $7,72( $3,860 $0 $3,860
FY 07-08 Base Request for Commercial Leased Space 49,5%0 $19,255 $5,500 $24,755

Table A1 — New Commercial Leased Space Costs for F)7-08 and FY 08-09

Square Feet Price per Square Foot Costs
New Commercial Leased Space 7,239 rentable sqeere £' Floor $16.77 $121,398
New Commercial Leased Space 5,817 rentable sqeere $° Floor $16.77 $97,552
Total New Commercial Leased Space $218,950
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Table A2 — Current Commercial Leased Space Costsrf&Y 07-08 and FY 08-09

Square Feet Price per Square Foot Costs

FY 06-07 Current Commercial Leased Space 3,51Abémsquare feet $14.10 $49,510
FY 07-08 Current Commercial Leased Space 3,51Abémsquare feet $15.20 $53,368

Incremental Difference for FY 07-08 $3,858
FY 06-07 Current Commercial Leased Space 3,51Abémsquare feet $14.10 $49,510
FY 08-09 Current Commercial Leased Space 3,51Abémsquare feet $16.30 $57,230

Incremental Difference for FY 08-09 $7,720

Table B - Tenant Finish Plan

Demolition $7,680
Gypsum Wall - Drywall and framing - patch and repai $8,371
Paint $14,168
Wood Doors $2,825
Hardware $2,890
*Acoustic Ceiling - Ceiling tile replacement $4,280
Millwork $2,800
Glass $7,975
Carpet, base, and tile $34,490
Electrical $24,060
Plumbing $4,390
HVAC $26,310
Specialty — Dalite recessed screen $5,800
Fire Protection - Fire Sprinkler $2,400
Overhead, Profit, and General Conditions $25,235
2.5% Contingency on above amounts $4,342
Signage allowance $1,500
Architectural and engineering fees $32,640
Total Amount to Build Into the Rate (from prior page) $212,156
Number of Square Feet to Spread Finishing Costes&cr 13,056
Estimated Cost Per Square Foot if All Paid in Y@ae (= $212,156 / 13,056 Square Feet) $1¢

5.25
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Table B - Tenant Finish Plan

Allowance from the Leasing Company Used to Offseishing Costs Equal to $5.00 per Square Foot ldbase ($5.00)
Estimated Cost Per Square Foot After Base Adjustifwe$16.25 - $5.00) $11.25
Incremental Cost Per Square Foot to Add to the BasRent Rate Every Year (= $11.25/ 5 years) $2.25
Table C — FY 06-07 Estimated Build-Out Costs
(1) Executive Director’s Office, Personal Services
Contract for Movers $6,500
Electrical Installation $4,000
Subtotal Personal Services $10,500
(1) Executive Director’s Office, Operating Expenses
Purchase and Installation of 13 Cubicles at ra®6¢303.00 per Cube (First Floor) $81,943
Purchase and Installation of 21 Cubicles at ra®ig271.86 per Cube (Second Floor) $89,709
Purchase and Installation of 15 Cubicles at rat®4¢271.86 per Cube (Fifth Floor — original cubsctaoved $64,078
to first floor)
20 Additional Chairs at $400 per Chair (the Deparitrhad some available) $7,980
Conference Room Furnishings (3 Large Tables, 65r€#b are Stackable), and 2 Cabinets) $18)285
Printers and Fax Machines $4,795
Telephone Installation and Equipment $2,100
Wiring for Data Equipment $4,250
Data Equipment — Ethernet Switch and Panel Patch $5,794
Subtotal Operating Expenses $278,934
Total for All Non-Rent Related Costs $289,434
Table D — Commercial Leased Space Rent FY 06-07
Second Floor Square Footage (Occupied OctoberB)20 5,817
First Floor Square Footage (Occupied November Q6P0 7,239
Leased Space Cost at $15.50 per Square Foot(5,817 *9 /12 + 7,239 * 8/ 12) * $15.50 $142,426
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Impact on Other Areas of Government

Assumptions for Calculations

None

The Department moved into its current space omolégr 1, 2006. The following
assumptions are for the ongoing annualized costwedks as the estimated amounts
needed for build-out and furnishing in FY 06-07.

Space

Staubach, the company that contracted with the iDepeat of Personnel and
Administration to work directly with the Departmesrt space issues, has negotiated with
the Lessor of 225 E. 16th Ave. These negotiatieng resulted in a five year lease with
the management company at a rate of $16.77 peresfpat, except in the first year of
the agreement, where the Lessor agreed to a r&@5050 per square foot. Both rates
include the build out costs outlined in Table Ghrs request. This flexibility in the rate
for the first year has allowed the Department tiseifsome of the costs associated with
furnishing and relocating to this space. In additithe existing fifth floor space has
increasing price per square foot costs associatéu tve lease. Therefore, a $1.10
increase per square foot, per year is being regddsbm FY 06-07 forward. At this
time, the estimated FY 06-07 costs include the stéated in Table D in the Calculations
section of this request. These numbers will belized in the Department’'s January 2,
2007 Supplemental Request.

All furniture was purchased in FY 06-07 is througimniper Valley per the Statewide
mandate. As the Department used existing cubfies the ' floor space in 225 E. 16
Ave. to offset the total number of cubicles neededhe first floor, the Department was
required to purchase these same cube models foeshef this floor, to allow for these
units to fit together structurally. Unfortunatetize cost of these cubicles is more than the
cubicles that could be purchased for the seconditihdloors. The actual cost of these
other floors’ cubicles from the required vendor &eonsiderably greater than the amount
estimated in the June 20, 2006 Emergency Supplam@etuest. All amounts used are
actual costs provided by Juniper Valley and incltiaecosts for design and installation.
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Tenant Finishes

The tenant improvement costs total $212,156, or2BI6sf if they would all be paid for

in one year (this is a real estate portrayal ofcib&ts), once all costs are considered. The
base rent includes a tenant improvement allowamnicedrpet and paint of approximately
$5.00/rsf. Therefore, this adjustment revises&hé.25/rsf to $11.25. The $11.25 has
been spread across 5 years (divided by 5), whids &@.25/rsf/yr to the starting lease
rate.

Concerns or Uncertainties of Alternative None

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

General Description of Alternative This alternative would maintain the Departmeatisent space at 1570 Grant Street and
the appropriated space at 225 E" 2enue at $49,510.

Calculations for Alternative’s Funding  No change in funding with this alternative.

Concerns or Uncertainties of Alternative Under this alternative, the Department would becéd to stop hiring and only hire
positions as they became available for a seatiogtilln. Additionally, the Department
may also have to lay off employees as there woaldd space to accommodate them at
1570 Grant Street. The Department has alreadymptézl all re-configuration
possibilities at its current location in an effiwtaccommodate past staffing needs.

The consequences of this action will be that fdderal state requirements are not
accomplished in a timely manner and turnover canddease as the work environment
becomes less tolerable.
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Supporting Documentation

Analytical Technique

Cost/Risk Analysis Benefit

Alternative Costs Risk Description

A $222,808 None The Department would be able tedemn additional 13,056 square feet (7,239 + 5,81Y)
office space at an incremental cost of $222,808.

B $0 High If funding is not approved, the Depantineould be forced to stop hiring, and possibly ddfy

current staff, jeopardizing the completion of regdiprojects.

Quantitative Evaluation of Performance -Alternative A has zero risk and is also a lomgrtelow cost solution. The General Fund

Statutory and Federal Authority

need is $111,404.

24-1-107, C.R.S. (2006). Internal organizatioh department - allocation and

reallocation of powers, duties, and functions 4tiatons. In order to promote economic

and efficient administration and operation of armipal department and notwithstanding
any other provisions of law, except as providedsattion 24-1-105, the head of a
principal department, with the approval of the gowe, may establish, combine, or

abolish divisions, sections, and units other thaase specifically created by law and
may allocate and reallocate powers, duties, andations to divisions, sections, and units
under the principal department, but no substanturection vested by law in any officer,
department, institution, or other agency within grencipal department shall be removed
from the jurisdiction of such officer, departmeimistitution, or other agency under the
provisions of this section.

25.5-1-104 (2) and (4), C.R.S. (2006). Departnw@ritealth care policy and financing
created - executive director - powers, duties,fandtions..(2) The department of health
care policy and financing shall consist of an exseudirector of the department of
health care policy and financing, the medical seesi board, and such divisions,
sections, and other units as shall be establishgdhle executive director ... (4) The
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department of health care policy and financing bkhbe responsible for the
administration of the functions and programs asfegh in part 2 of this article.

Department Objectives Met if Approved 2.1 To build and maintain a high quality, cusesrfocused team.

4.4 To pursue options for improved physical sgac®ur employees.
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Department:

Program:

Priority Number:

Request Title:

Schedule 6
Change Request for FY 0708

Health Care Policy and Financing
DI-6
Medical Assistance Office

Dept. Approval by:
OSPB Approval:
Statutory Citation:
Provider Rate Increases

John Bartholormew

Date: Movember 1, 20068

Date:

25.5.4.104 (1), C.R.5. (200B) and 25 5-5-101 (13, C.R.5. (200B)

Request Affects Other Departments:

Yes

v No

If ¥es, List Other Departments Here:

1 2 3 4 5 [ T 8 9 10
Total Decision/ Total Change
Prior-Year Supplemental Revised Base Base November 1 Budget Revised from Base
Actual Appropriation Request Redquest Request Reduction Request Amendment Request in Out Year
Fund Fy 05-06 Fy 06-07 Fy 06-07 Fy 06-07 Fv 07-08 Fy 07-08 Fy 07-08 Fy 07-08 F 07-08 Fy 08-09
Total of All Line ltems Teotal|2,001,841 793 |2 136,256,533 0| 2,136 256 533 |2,150 041 BO1 14,212 732 | 2,164 254 333 0 (2,164,254 333 23,732 028
FTE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
GF| 720,433 5939 749 4558 426 a 749 4586 426 | 755 395 767 7.009,313 7B2,405 030 a 7E2,405 050 11,669 511
GFE| 251,300,000 256,100,000 a 256,100,000 | 256,100,000 a 256,100,000 a 256,100,000 a
CF a 76512 a 76512 76512 a 76512 a 76512 a
CFE 23713210 59,281,724 a 59281724 B0 266 918 138,113 60,405,031 a 50,405,031 273563
FF| 999133 357 §1,071,309 871 0] 1,071,309871 |1,0758 202 404 7,065,306 | 1,085 267 710 0 (1,085,267 710 11,788 954
{1} Executive Director’'s
Office Total 5,577 485 5,068,722 a 5065 722 4 575,163 110,000 4 B35 163 a 4 B85 163 110,000
Non-Emergency FTE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Transportation GF 5,577 406 2,534 361 a 2,534 361 2287 502 55,000 2,342 502 a 2,342 502 45,000
Services GFE a a a a a a a a a a
CF a a a a a a a a a a
CFE a a a a a a a a a a
FF 2,788,742 2,534 361 a 2534 361 2 287 551 55,000 2,342 531 a 2,342 551 55,000
{1) Executive Directors
Office Total a 18,306 628 a 15 306 6258 15 306 6258 366,133 18672761 a 18672761 366,133
County Administration FTE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
GF a 5,435 396 u} 5435 396 5435 396 183 067 5618 463 a 5618 463 183 067
GFE a a u} u} u} u} a a u} a
CF a a a a a a a a a a
CFE a 3,717 918 a 3,717 918 3,717 918 a 3,717 918 a 3,717 918 a
FF a 9,153,314 a 9,153 314 9,153 314 183 066 9,335,380 a 9,336,350 183 066
{1} Executive Director’'s
Office Total a 1,593 624 a 1,593 624 1,593 624 31,872 1,625 496 a 1,625 496 31872
County Administration FTE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
— Administrative Case GF a 7oE 812 a 796 812 796 812 15,936 812743 a 812,748 15 936
Management Payment GFE a a a a a a a a a a
to Counties CF a a a a a a a a a a
CFE a a a a a a a a a a
FF a 7o5.812 a 796812 796812 15,936 812,743 a 812,748 15 936
{2} Medical Services
Premiums Total|1 996 264 308 |2 ,111,287 559 02,111,287 5558 |2,125 566,156 13,704 727 (2,139,270 ,913 0 (2139270913 23,224 023
FTE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
GF| 714206 453 740,721 857 a 740,721 857 | 746 875977 6,755,310 753 631 287 a 753 631 287 11,415 503
GFE| 251,300,000 256,100,000 a 256,100,000 | 256,100,000 a 256,100,000 a 256,100,000 a
CF a 7B512 a 76,512 76,512 a 76,512 a 76,512 a
CFE 23713210 55 563 806 a 55 563,006 56 549 000 138,113 56 647,113 a 56 6E87 113 273563
FF| 996 344 B45 |1 058,025,304 0] 1,058 825 3584 §1,065 964 657 6,811,304 11,072 776,001 0 [1,072776,001 11,534 952
Letter Notation:
Cash Fund name/number, Federal Fund Grant name:
IT Request: v No (If ves and request includes more than 500 programming hours, attach IT Project Plan)
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CHANGE REQUEST for FY 07-08
EFFICIENCY AND EFFECTIVENESS ANALYSIS

SELECT ONE (click on box):
M Decision ltem
O Base Reduction Item

0 Supplemental Request Criterion:

[J Budget Request Amendment Criterion:

Priority Number: DI-6

Change Request Title: Provider Rate Increases

Long Bill Line Item(s) (2) Medical Services Premism

State and Federal Statutory Authority: 25.5-4-104 (1), C.R.S. (2006) and 25.5-5-101 (1IR.S. (2006)

Summary of Request (Alternative :A) This Change Request increases funding for theaibeyent’'s Executive Director’s Office
Long Bill group, Medical Services Premiums LonglBiloup, and Department of Human
Services Medicaid-Funded Programs Long Bill groypbth4,212,732 in FY 07-08 and
$23,732,028 in FY 08-09 to: maintain inpatient pited rates at 90% of Medicare’s
rates; increase reimbursement to single entry pajyeincies; increase rates for medical
procedures and services which are paid substanbalbw cost or have not received a
rate increase over an extended period of time; anolyide an increase for county
administration and administrative case managenemhpnts to counties..

Alternative A {Recommended alternative}:

Problem or Opportunity Description Medicaid was enacted by Title XIX of the Social Gdy Act as an entitlement program
to provide health care services to eligible eldeéisabled, adults, and children. The
Department is responsible for the provision oftedhlth care services to persons who
gualify as categorically needy under Title XIX. part of its annual Budget Request, the
Department includes a Decision Item (DI-1) for ¢agad and utilization increases in its
line item for Title XIX services, Medical ServicBsemiums. The Department’'s Request
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for Medical Services Premiums, however, does ndtude any rate increases to providers
who participate in the Medicaid program; the regesincreases only account for
additional clients, and changes in utilization gats’

As such, providers in Medicaid who are paid basethe fee-schedule maintained by the
Department do not receive any increase in rategharDepartment’s annual request for
Medical Services Premiums. Beginning in FY 05-@8e General Assembly has

appropriated funds to provide rate increases toesiledicaid providers. In SB 05-209,

the General Assembly appropriated $18,866,498diar increases to Medicaid providers
for FY 05-06 in the following way:

« In Footnote 37 of SB 05-209, the General Assemblyr@priated $7,365,778 for a
2% increase to inpatient hospital services providedMedicaid clients. The
Department applied the 2% rate increase to evespitad's inpatient rate, effective
July 1, 2005.

« In Footnote 39 of SB 05-209, the General Assempiy@priated $6,831,445 with the
intent of “[increasing] reimbursement rates for tbp five physician procedure codes
up to eighty percent of the Medicare rate” (SB 08,2Footnote 39). With the
available funds, the Department was able to inereesnbursement for the top nine
office-based evaluation and management procedutescto 80% of the Medicare
rate effective July 1, 2005.

« In Footnote 40 of SB 05-209, the General Assemblyr@priated $4,669,275 for a
2% rate increase for home and community based waergices, private duty nursing
services, and home health services. The Departapghied the rate increase to those
services effective July 1, 2005.

During FY 05-06, the General Assembly approved ppfamental bill, HB 06-1369, for
the Department, which also contained rate increfmsededicaid providers. HB 06-1369
provided rate increases in the following way:

! Some providers, such as outpatient hospitals npcies, federally qualified health care centerd, ramrsing facilities are paid based on incurreds;as via
cost-based rates, most as required by federalatgulor state statute. Such providers are ndadied in this Change Request.
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In Footnote 37a of HB 06-1369, the General Asseraplyropriated $831,000 for a
1% rate increase for inpatient hospital service® 06-1385 included $3,604,228 to
annualize the rate increase in FY 06-07 (FigurdirBptMarch 13, 2006, page 145).
The Department implemented the rate increase ygasing each hospital’s inpatient
rate by 1%, effective April 1, 2006.

In Footnote 40a of HB 06-1369, the General Assemblyropriated $5,100,000 for
rate increases to long-term care community prosiderHB 06-1385 included
$20,812,658 to annualize the rate increase in FOO@Figure Setting, March 13,
2006, page 146). The Department increased rates to long-term caremunity
providers effective April 1, 2006 in the followingay: assisted living facilities,
15.07%; day care services, 3.57%; skilled nursi20%; home health aides, 4.20%;
physical therapy, 36.30%; speech therapy, 35.908¢upmtional therapy, 29.20%;
private duty registered nursing, 3.80%; privateydigensed nursing, 8.00%; personal
care homemaker, 10.00%; and, all other provide&s,%2.

In Footnote 42a of HB 06-1369, the General Asseraplyropriated $309,000 for a
2% rate increase for durable medical equipmentsrateHB 06-1385 included
$1,311,382 to annualize the rate increase in FNODgFigure Setting, March 13,
2006, page 146). The Department implemented the rate increasentngasing all
Medicaid fee-for-service durable medical equipméilting codes 2.25%, and
excluding durable medical equipment services thatpaid by invoice plus 19%,
effective April 1, 2006.

In HB 06-1385, the General Assembly approved ratzeases for FY 06-07 in the
following way:

In Footnote 26 of HB 06-1385, the General Assenalplgropriated $9,917,925 for a
3.25% rate increase for primary care providersluging: physician; dental; Early

2 The Figure Setting document does not reflectitre fiction by the Joint Budget Committee. Theumtization amount was adjusted based on Joint Budge
Committee motions, and the final annualizationltistaeflected in a Joint Budget Committee stafiimeandum on March 16, 2006.

3 See footnote 2.
4 See footnote 2.
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Periodic Screening, Diagnosis, and Treatment; lab >aray; and, durable medical
equipment. In response, starting with the totald& available, the Department
determined the dollar amount available if the 3.2b%e applied to all applicable
physician codes. This amount ($6,861,522) was #pgilied to the top twenty-five
most frequently billed Evaluation and Managemer&NE: physician services codes.
These E&M codes correspond to the most common pyircere physician services
provided. The remaining allocated funds ($3,058)4@ere used to apply a 3.25% to
all Medicaid fee-for-service dental and Durable Mat Equipment (DME) codes.
DME services that are paid by-invoice plus 19% westored to plus 20% which
was the by-invoice payment methodology prior t@ rdécreases that went into effect
in 2004. These rate increases were effective JUA)06.

« In Footnote 27 of HB 06-1385, the General Asseraplyropriated $11,713,742 for a
3.25% rate increase for inpatient hospital servipesvided to Medicaid clients,
beginning July 1, 2006. The Department implemetitedrate increase by increasing
inpatient hospital rates 3.25%, effective JulyQQ&

« In Footnote 28 of HB 06-1385, the General Assenagpgropriated $4,138,750 for
rate increases to long-term care community prosideifective April 1, 2007, in the
following way: assisted living facilities, 12.50%ay care services, 1.00%; skilled
nursing, 23.60%; physical therapy, 23.60%; spedsrapy 23.60%; occupational
therapy, 23.60%; private duty registered nursirgj4@%; and, private duty licensed
nursing, 23.60%. The Department intends to impldrtiee rate increases on April 1,
2007.

To date, the rate increases appropriated by thei@eAssembly have targeted programs
with high utilization that comprise a large part Medicaid expenditure. These rate
increases have helped to offset the effects ofcate during FY 02-03, FY 03-04, and

FY 04-05.

For FY 07-08, the Department is targeting six typégroviders: inpatient hospital;
single entry points; specialty providers, emergennsportation, non-emergency
transportation, and county administration.
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Inpatient Hospital

Under State budgeting principles, inpatient ho$péees are currently required to remain
budget neutral to FY 02-03 rates, only allowing &or increase in utilization, unless a
Change Request is approved. This is supportdieibepartment’s Medicaid State Plan.
The methodology used to calculate the Medicaid tiepa hospital base rates does not
apply any inflationary increase, such as Medicane'spital market basket index, without
a budget action. Since Medicare’s rates have aoalrinflationary component factor,
Colorado Medicaid’s inpatient hospital base ratemtioue to become a smaller
percentage of Medicare’s rates every year. ForOBY04, the first year that Medicaid
rates were based on Medicare’s rates, Medicais nat¥e set at 97.9% of Medicare’s
rates in order to be budget neutral to FY 02-O3earpgures. In FY 04-05, Medicaid
rates fell to 92.6% of Medicare’s rates; in FY (®{dedicaid rates were set at 90% of
Medicare’s rates; and, in FY 06-07, Medicaid ratese set at 92% of Medicare’s rates,
including the rate increases provided in HB 06-13&® HB 06-1385. Total
reimbursement for inpatient hospitals in FY 05-@6t(including upper payment limit
financing) was $296,800,124 (Exhibits for Medicarn8ces Premiums, Exhibit N, page
2).

Specialty Providers and Emergency Transportation

In the Medicaid program, there are a large numlbg@racedures which have relatively
low utilization. For example, although in totalirgical procedures account for a
significant amount of total spending, individualrgigal codes have relatively low
utilization compared to other physician codes.miny cases, procedures codes still pay
at the same rate as when the code was enterethmtsystem, even for the codes that
were entered into the system in 1979. Emergeranysportation rates have not been
adjusted since 2002.

In many cases, the price the Department pays éoséhvice no longer covers the cost of a
provider to perform that procedure. This is esgcitrue for specialty providers and
services, such as surgery, anesthesia, adult inmations, therapy services, durable
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medical equipment repair, adult immunizations, srichuterine devices. In some cases,
the lack of available specialists may cause hargli¢mts, while in other cases, the lack
of routine preventative care or the ability to rieplurable medical equipment may cause
the client to require more expensive services.

In FY 05-06, reimbursement for adult immunizatidotaled $157,871; reimbursement
for anesthesia totaled $6,302,981; reimbursement ifitrauterine devices totaled
$280,643; reimbursement for therapy services tot&§l&2,093,452; reimbursement for
surgical procedures totaled $47,824,788. Thesécssrare primarily contained in the
Department’s Physician Services and EPSDT, anddletg Hospital (therapy services)
service categories in the Medical Services Premilimesitem. Total reimbursement for
Physician Services and EPSDT in FY 05-06 was $58423 (Exhibits for Medical

Services Premiums, Exhibit N, page 2). Total railmbment for Outpatient Hospital in
FY 05-06 was 105,213,743 (Exhibits for Medical $&#s Premiums, Exhibit N, page 2).

In FY 05-06, reimbursement for durable medical pment repair totaled $336,682.
Equipment repair is contained in the Departmentsable Medical Equipment service
category of the Medical Services Premiums line itefotal reimbursement for Durable
Medical Equipment in FY 05-06 was $58,652,169 (lBkki for Medical Services
Premiums, Exhibit N, page 2).

In FY 05-06, reimbursement for Emergency Transpionatotaled $3,611,441 (Exhibits
for Medical Services Premiums, Exhibit N, page 2).

Single Entry Points

The single entry point agency is required to seients of publicly funded long-term
care programs including nursing facility care, Hoaved Community Based Services
(HCBS) for the elderly, blind and disabled, HCBS fewersons living with acquired
immune deficiency syndrome, HCBS for persons withirbinjury, HCBS for persons
with mental illness, long-term home health carapnbacare allowance, alternative care
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facilities, adult foster care, and certain in-hoseevices available pursuant to the federal
Older Americans Act of 1965 (25.5-6-106 (3) (b)RG. (2006)).

The major functions of single entry point agencieslude providing information,
screening and referral, assessing clients’ neeelgloping plans of care, determining
payment sources available, authorizing provisiofon§i-term care services, determining
eligibility for certain long-term care programs,lidering case management services,
targeting outreach efforts to those most at risksfitutionalization, identifying resource
gaps, coordinating resource development, recoveawgrpayment of benefits and
maintaining fiscal accountability (25.5-6-106 (8),(C.R.S. (2006)). Single entry point
agencies also serve as the utilization review doatdr for all community based long
term care services.

Single entry point agencies are paid a case maragdee for each client admitted into a
community based service program. This fundindi@a as “Single Entry Points” under
Service Management in Exhibit N of the February 2806 Budget Request, and is the
funding addressed by this Change Request. Agacause the Department does not
budget by service category, there is no budgetemiatrand only actuals and calculations
are reported. Single entry point agencies alseivecpayment for services provided in
connection with the development and managementon§ lterm home health prior
authorization requests, for work associated wittntlappeals and for utilization review
services related to HCBS and nursing facilities. tHis case, the single entry point is
functioning as a provider and the costs are redteander “Community Based Long Term
Care” on the same Exhibit N. Such costs are rfeti&d by this Request.

In FY 03-04, due to budget reductions, the pemtliate for single entry points was

reduced from $855 to $795. At the same time, aidit duties were added to the single
entry point agency contract: authorizing long tenome health and representing the
Department for client appeals. The per client payimate of $795.00 was increased by
10% for these additional responsibilities, to therent rate of $874.50.
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In FY 05-06, reimbursement for Single Entry Poitdtaled $16,547,063 (Exhibits for
Medical Services Premiums, Exhibit N, page 2).

Non-Emergency Transportation Services

The Department provides non-emergency transpontadi@and from medically necessary
services covered by the Colorado Medical Assistdrogram for clients who have no

other means of transportation throughout all sfeiy- counties in Colorado. Section

25.5-5-202 (2), C.R.S. (2006) and 42 C.F.R. § 431efuires the Department to provide
non-emergency medical transportation to eligibleents under the state Medical

Assistance Program. The type of transportationaiskd is determined by the distance
to be traveled and treatment facilities availablel the physical condition and welfare of
the client. Non-emergency medical transportati@vises include transportation

between the client's home and Medicaid covered fitenand when applicable, the cost
of lodging and food when an overnight stay is neagsfor an escort. There are also
administrative costs related to non-emergency naédiansportation including, but not

limited to, the intake of client calls, determinialigibility, and authorizing and arranging

transportation.

Prior to FY 03-04, funding for non-emergent medicahsportation, approximated to be
$12,041,460, was contained in the Medical Servi€gsmiums line within the
Department’s Budget. However, due to difficult eomic conditions in FY 02-03, the
General Assembly reduced this funding by $7,640,882n effort to reduce General
Fund expenditures (Figure Setting, Setting SuppteaieBriefing Hearing, Long Bill
Narrative, FY 03-04, page 110-111).

In FY 03-04, the Department received legislativéharity via HB 04-1220 to administer
non-emergency medical transportation as an admati’@ program rather than an
optional Medicaid service in an effort to maintaost savings. As a result of this action,
$4,400,778 was transferred from the Department’'dibée Services Premiums Long Bill
group and created a new line item under the Exezirector’s Office Long Bill group
titled “Non-Emergency Medical Transportation”.
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The Department currently employs two mechanismsneet non-emergency medical
transportation needs for Medicaid clients. In ®firgies within the State, the county
departments of social services are responsible alathorizing and arranging the
transportation. In eight front-range counties, Bepartment contracts directly for the
necessary services and administration with a broker

On June 20, 2006, the Joint Budget Committee ampioa 1331 Emergency
Supplemental due to increase in contract costsgasg total funding to the Department
by $296,497. LogistiCare was awarded the winniitgftr a fixed price contract which
began June 1, 2006.

County Administration and County Administration — A dministrative Case
Management Payment to Counties

The County Administration line provides Medicaichéling for county departments of
social services to administer several programsaudich food stamps, adult protection,
adult assistance payment programs, and Medicagibgiy determination (Figure
Setting, March 8, 2006, page 76). With the passddgeB 06-219, the oversight of the
Medicaid portion of county administration transéefrto the Department of Health Care
Policy and Financing’'s Executive Director’s Offitgo new appropriation lines, County
Administration, and County Administration — Admitrietive Case Management Payment
to Counties.

As of July 1, 2006, the Department now has a dinetationship with county

governments which provide much of the administetiunctions regarding Medicaid
eligibility determinations and client case managemePreviously, counties were
reimbursed for both their Medicaid and non-Medicagfiated costs associated with
eligibility determinations and case managementpidslic assistance programs from the
Department of Human Services. The total amounhénRQepartment of Human Services
budget to reimburse these county governments iedliudlledicaid funding that was
transferred from the Department of Health Caredyadind Financing to the Department
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General Description of Alternative

of Human Services. Beginning in FY 06-07, all Medd funding will remain in the
Department’s budget, and the Department will payabunties directly for this work.

This Alternative requests additional funding taintain inpatient hospital rates at 90% of
Medicare rates; increase the cost-per-client payfoersingle entry points; and, increase
rates to non-emergency medical transportation, g@emey transportation, county
administration, and specialty providers.

Inpatient Hospital

The Department recommends fixing the inpatient hakpates to 90% of Medicare’s
rates, with certain exceptions. Under current medthogy, inpatient hospital rates are
expected to fall below 90% of Medicare’s rates, tlughe requirement that inpatient
hospital rates remain budget neutral to FY 02-@8sta If Medicaid rates were instead
calculated at a fixed percentage of Medicare’sstates resulting increase in expenditures
could be budgeted for on an annual basis. The ddatirates that take effect every year
on July 1 are calculated from Medicare’s Octobeates from the prior year. Since the
Centers for Medicare and Medicaid Services (CMS)oances the final increase to the
October 1 Medicare rates in August according toMeglicare Hospital Market Basket
Index, the Department would be able to incorpoMezlicare’s inpatient hospital rate
increases for the following fiscal year.

In addition, the Department recommends fixing tmgatient hospital rates for hospitals
classified in the Urban Safety Net Group to 10% vabthe current percent of the

Medicare rate, not to exceed 100% of the Medicate.r Under this alternative, this

would put Urban Safety Net hospitals at 100% of khedicare rate. If the General

Assembly appropriated additional funding which lgiou inpatient rates to a higher
percentage of the Medicare rates, no Urban Safetly hdspitals would exceed its

Medicare rate. In the event that inpatient hospates fall below 90% of Medicare’s

rates, any Urban Safety Net hospital would recdi0@ above the current base. For
example, if inpatient hospital rates were set & &b Medicare’s rates, any Urban Safety
Net hospital would receive 95% of its Medicare rate
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As part of this alternative, the Department wi@investigate changing the methodology
on which inpatient rates are calculated for inpdtieehabilitation facilities. In 2002,
Medicare switched from paying inpatient rehabilgat facilities on a cost-based
reimbursement system to a prospective paymentmysite. As part of the transfer,
Medicare implemented a separate method for caloglapayments based on the
diagnostic related grouper. Currently, Medicaigseor inpatient rehabilitation facilities
are calculated using Medicare cost per dischargecase mix index, based on the old
Medicare methodology. This methodology does née tanto account the relative
weights of services performed by inpatient reh&diibn facilities, and results in these
facilities being underpaid. The Department intetadeork with the provider community
to establish a more equitable rate methodologydas the Medicare diagnostic related
grouper. The Department anticipates that totahlbeirsement to inpatient rehabilitation
facilities will not exceed current reimbursemenu9l15%; this is reflected in the
Department’s Request.

The Department recommends an appropriation of 8¥@ in FY 07-08 to maintain
inpatient hospital rates at 90% of Medicare’s rat€his total reflects the fact that due to
recent actions by the General Assembly, in FY 06H0& Department has been able to set
inpatient hospital rates to 92% of Medicare ratiesEY 07-08, due to Medicare inflation
factors, this percentage will drop to approxima&d3% of Medicare rates, and thus the
request is only for additional funding to incredbe rates from 89.3% to 90%. In
subsequent years, in order to maintain funding0&,%he Department would require an
additional appropriation to cover the entire amowhtthe percentage increase by
Medicare. For FY 08-09, the Department estimdtas an appropriation of $11,682,170
would be required to maintain the rates at 90% etlidare’s rates.

Single Entry Points
The per-client rate for single entry points wagymally calculated on a set scope of

services. However, since that time, numerous respiities have been added to single
entry point contracts. These responsibilities udet creating and maintaining the
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statutorily required Community Advisory Committeadathe Resource Development
Committee; conduct applicant screening and refedatermine and apply client cost
neutrality; review and authorize payment for clgergceiving the Community Transitions
Services benefit; calculate client post-eligibilingatment of income; process wait list
information to expedite emergency client placemamtsure proper notice for client
transfer; termination or discharge; coordinate gpeservices for clients experiencing a
crises or emergency which may include additionatessment, hospitalization or
coordination with protective services; receive aull upon complaints of neglect and
abuse; investigate and report serious incidentst, @urchase and maintain a data
management system to collect, analyze, report amdtain required information.

The Department recommends an appropriation of 8388 in order to raise per-client
rates paid to single entry points by $179, to $3.88. This 20.5% increase would more
appropriately fund these additional activities &ngntry point agencies are required to
perform, but for which no increase in the per-dliette has been granted.

Emergency Transportation

The majority of ambulance codes have not been aset since 2002, when emergency
transportation providers received a 5.0% rate clit.the most recent actions by the
General Assembly, emergency transportation prosigegre not included, and did not
receive any rate increase. Just as critically, damize providers are deeply affected by
rising fuel prices; according to the Energy Infotima Administration, the price of
regular conventional retail gasoline has incredsma $1.385 per gallon on July 1, 2002
to $2.899 per gallon on July 3, 2006The cost of operating an ambulance has increased
by 109% due to fuel costs alone since FY 02-03.e Department recommends an
appropriation of $300,000 to fund a 5% rate inceeasd restore these procedure codes
to the level before the cuts.

® http://www.eia.doe.gov/oil_gas/petroleum/data_prailons/wrgp/mogas_history.htmThe Energy Information Administration (EIA) isstatistical agency of
the U.S. Department of Energy, created by Condgre$977.
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Specialty Providers and Procedures

Most physicians’ and other practitioners’ serviegs reimbursed using Relative Value
Units (RVU) and conversion factors. The relativéueaof a particular service (called a
"procedure") is a measure of its complexity andouese-intensity. The Department
assigns every practitioner procedure a relativaesalrhese relative values are multiplied
by a conversion factor, which turns them into dodlanounts per procedure.

Anesthesia

The conversion factor for anesthesia was incredsstdin 1999 to $14.33. The base
values assigned to the code are the values recodedein the Relative Values for
Physicians Guide which is used by Medicare. Fer oedes entered into the system, the
Department set rates at 70% of the Medicare ratdéoprocedure in question. However,
without an increase, this percentage falls evergr.ye The Colorado Society of
Anesthesiologists disagrees with this methodolagy dnesthesia codes claiming that
Medicare only pays anesthesiologists 30% of theamee commercial payments. The
Society also points out that the Department papatl@anesthesia codes at a much higher
base value then physician anesthesia base valié& Department recommends an
appropriation of $3,000,000 to increase reimbursgnanesthesia providers, which
would enable the Department to increase the coiorefactor to $21.49, a 50% increase.

Surgical Procedures

There are 5,368 surgical procedure codes that Bemefit in Colorado Medicaid. The
base value for 2,922 of these codes was set in @9éfrlier. The conversion factor for
surgical codes was last increased in 1990 to $33HB8r new codes entered into the
system, the Department set rates at 70% of the ddezlirate for the procedure in
guestion. However, without an increase, this pesge falls every year. The constant
advancement of surgical procedures necessitatisgntbre recent release of some
surgical codes has enabled some procedures to ibergdatively competitively. For
example an open appendectomy was priced in 1979reaktea laparoscopic
appendectomy was priced in 2000. In FY 04-05 lagarpic appendectomies ranked 47
of the highest volume of surgical procedures paidofy Medicaid where appendectomies
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ranked 141. However there remains a high volumewgical procedures that are
continuing to be reimbursed at rates set more &hgears ago. Notably, four of the top
five surgical procedures paid for in FY 04-05 wemced in 1997. By applying the
recommended increase to the surgical conversidarfdee rate increase would positively
impact the surgical procedures being used no matten the base price was developed.
The Department recommends an appropriation of $]1089 to increase the conversion
factor for surgical procedure codes to $34.5848%. increase.

Physical, Occupational & Speech Therapy

In FY 05-06, HB 06-1369 contained rate increasesdommunity Based Long Term
Care, including increases to therapy rates as qgfathe Home Health provider rate
increases. The majority of the rates for therdgay bccurs in outpatient settings outside
the home were set in 2003. The need to provideapies in an outpatient setting
continues to grow rapidly as clients are discharfyjeth acute care setting early in the
recovery phase. The current rates for outpatteriapies are frequently criticized by the
professional organizations of the therapists amsl llecoming more and more difficult to
find therapists who will accept Medicaid clientsThe Department recommends an
appropriation of $1,000,000 to increase outpatiestapy rates by 9.05%.

Adult Immunizations

Immunizations are a benefit for adult clients agesnd older when medically necessary,
when needed to enter the work force or when neédeaktend school. Pricing for
immunizations has been set at a fixed price forheatmunization. For the most
frequently used adult immunizations the reimbursgmate is $6.50. This is the same
amount that the Department reimburses for admatistr alone to the practitioners for
children’s vaccines they receive for free througle Waccines for Children’s (VFC)
program. The Department recommends an appropriafi®600,000 to alter the pricing
for immunizations to average wholesale price pla&1plus a $2 administration fee.

Durable Medical Equipment Repairs
Durable medical equipment (DME) providers are rigntto travel to clients’ locations
to repair malfunctioning equipment that has beemclmased by Medicaid. The
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Department has been told by providers that the megison for their reluctance is that the
current reimbursement does not cover the labortemetl costs of the providers. The
Department has been advised by the Centers forddexland Medicaid Services (CMS)
that while a separate procedure code for travehas allowed, travel costs may be
considered as a component when setting the ratethierrepair procedure code.
Therefore, the Department recommends an apprapriafi $500,000 to increase the rate
for wheelchair repair to $35.48 per 15 minutes,omder to adequately reimburse
providers for both travel and labor. Currentlye fhepartment reimburses at $15.35 per
15 minutes.

Intrauterine Devices

The Department receives frequent communicationsn fihe manufacturer of and
providers who insert these devices. One OB/GYNtma that provides services to a
large volume of Medicaid clients has stopped dfigthis service to Medicaid clients, as
the cost of providing the device is not coveredh®syMedicaid reimbursement rate. The
current cost to the provider for this product i¥$®0, while the Department reimburses
at $301.64. The Department recommends an apptiopriaf $90,000 to increase the rate
for intrauterine devices to $398.37, a 32.07% iasee

Health Maintenance Organization

Rates paid to Health Maintenance Organizations (K@ required by state law to be
calculated based on “...the direct health care cbptaviding these same services on an
actuarially equivalent population” 25.5-5-408 (b),(C.R.S. (2006). When rates are
raised for services in the fee-for-service progrémse increases have a corresponding
effect on HMO rates. The Department cannot in@eates to fee-for-service providers
without a corresponding increase in HMO rates. Thepartment recommends an
appropriation of $398,966 to increase HMO ratehis Thcrease is based on the increase
to inpatient hospital, emergency transportatiord apecialty providers, and does not
include the effects of rate increases for countgiadstration or single entry points.
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Implementation Schedule

Non-Emergency Transportation Services

The Department’'s request does not affect its figede contract in the Denver-metro
area. Rates for the non-emergency transportaioncgs were set in 2002. These codes
are for reimbursement for the use of private velsicinileage, lodging, escorts and meals.
Transportation by private vehicle is commonly ubgdclients in the remote counties of
Colorado. Just as for emergency transportation;amergency transportation providers
are deeply affected by rising fuel prices; accaydito the Energy Information
Administration, the price of regular conventionaitail gasoline has increased from
$1.385 per gallon on July 1, 2002 to $2.899 pelogabn July 3, 2008. The cost of
operating a vehicle has increased by 109% duediochsts alone since FY 02-03. The
Department recommends an appropriation of $110,000¢ch would provide a 31%
increase in non-emergency transportation rates.

County Administration

During Figure Setting for the Department of Humaariges, the Joint Budget
Committee staff wrote “...there is a shortfall in @by Administration; counties have
consistently over-expended the County Administra@ppropriation since FY 2000-01"
(Department of Human Services Figure Setting, M&,ck006, page 79). During FY 06-
07, the Department of Human Services is underta&imgrkload study with the goal of
establishing what the appropriate level of fundiisg for County Administration.
However, it is uncertain at this time when the hssaf such as study will be available.
While rates have increased via cost-of-living atients in FY 04-05 and FY 05-06, it is
still anticipated that the amount that the Statk eantribute to County Administration
will not fully compensate counties for the servitleat they provide. In the interim, the
Department recommends an appropriation of $366tA33ounty Administration and an
appropriation of $31,872 to County AdministratiolAdministrative Case Management
Payments to Counties, which would provide a 2%-0b4it/ing adjustment to both lines.

The new rates will be effective July 1, 2007.

® http://www.eia.doe.gov/oil_gas/petroleum/data_pdilbns/wrgp/mogas_history.htmThe Energy Information Administration (EIA) isstatistical agency of

the U.S. Department of Energy, created by Condgre$977.
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Calculations for Alternative’s Funding

Summary of Request FY 07-08 Health Care

Matches Schedﬁle 6 ar?d Recommended Request Total Funds General Fund Expansion Fund Federal Funds
Total of All Line Items $14,212,732 $7,009,313 $138,113 $7,065,306
(1) Executive Director's Officg . $110,000 $55.,000 $0 $55.,000
Non-Emergency Transportation Services (colummn 6)
(1) Executive Director's Office $366,133 $183,067 $0 $183,066
County Administration (column 6)
(1) Executive Director's Office
Administrative Case Management Payment to $31,872 $15,936 $0 $15,936
Counties (column 6)
(2) Medical Services Premiums $13,704,727 $6,755,310 $138,113 $6,811,304
Incremental FY 07-08 Request (column 6)
Increase to Inpatient Hospital Rates $2,162,874  $1,050,893 $30,545 $1,081,436
Increase to Emergency Transportation $300,000 $145,763 $4,237 $150,000
Increase to Adult Immunizations $600,000 $291,527 $8,473 $300,000
Increase to Anesthesia $3,150,000 $1,530,515 $44,485 $1,575,000Q
Increase to Durable Medical Equipment Repair $500,000 $242,939 $7,061 $250,000
Increase to Intrauterine DevicBs $90,000 $8,746 $254 $81,000
Increase to Surgical Procedures $1,650,00Q $801,698 $23,302 $825,000
Increase to Therapy Services $1,000,000 $485,878 $14,122 $500,000
Increase to Health Maintenance Organizations $398,966 $193,849 $5,634 $199,483
Increase to Single Entry Poiffts $3,852,887 $2,003,502 $0 $1,849,385

(1) Intrauterine devices qualify for a 90% federatch, as Family Planning.

(2) 4% of Single Entry Points is General Fund onljne remaining 96% receives a 50% federal match.
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Summary of Request FY 08-09 Health Care

Matches Sched)lgle 6 ar?d Recommended Reques'ErOtaI Funds General Fund Expansion Fund Federal Funds
Total of All Line Items $23,732,028 $11,669,511 $273,563 $11,788,954
(1) Executive Director's Office
Non-Emergency Transportation Services (column $110,000 $55,000 $0 $55,000
10)

1) Executive Director's Office
E:())unty Administration (column 10) $366,133 $183,067 $0 $183,066
(1) Executive Director's Office
Administrative Case Management Payment to $31,872 $15,936 $0 $15,936
Counties (column 10)
(2) Medical Services Premiums
Incremental FY 08-09 Total Request (column $23,224,023 $11,415,508 $273,563 $11,534,952
10)
Increase to Inpatient Hospital Rates $11,682,170 $5,676,108 $164,978 $5,841,084
Increase to Emergency Transportation $300,000 $145,763 $4,237 $150,000
Increase to Adult Immunizations $600,000 $291,527 $8,473 $300,000
Increase to Anesthesia $3,150,000 $1,530,515 $44,485 $1,575,000Q
Increase to Durable Medical Equipment Repair $500,000 $242,939 $7,061 $250,000
Increase to Intrauterine Devi¢Bs $90,000 $43,729 $1,271 $45,000
Increase to Surgical Procedures $1,650,000Q $801,698 $23,302 $825,000
Increase to Therapy Services $1,000,000 $485,878 $14,122 $500,000
Increase to Health Maintenance Organizations $398,966 $193,849 $5,634 $199,483
Increase to Single Entry Poiffis $3,852,887 $2,003,502 $0 $1,849,385

(1) Intrauterine devices qualify for a 90% federaltch, as Family Planning.

(2) 4% of Single Entry Points is General Fund onfjae remaining 96% receives a 50% federal match.
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Table 1
Calculation of Impact to Inpatient Hospital
Row | Item FY 07-08 FY 08-09
Section E, Exhibits for Medical
A | FY 05-06 Expenditure for Inpatient Hospital $28@),124 Services Premiums, Exhibit M,
page EM-1.
. . Section E, Exhibits for Medical
B Estimated Increase in Caseload from FY 05-06 to RY 7 06% Services Premiums, Exhibit B,
06-07
page EB-1.
. . . . ] FY 07-08: Row A + (1 + Row B)
- 4 g
C | Estimated "Prior-Year" Expenditure $317,760,767%337,889,589 EY 08-09° Row G of EY 07-08
Section E, Exhibits for Medical
D | Estimated Caseload Increase 5.65% 1.69%| Services Premiums, Exhibit B,
page EB-1.
E | Estimated Base Year Expenditure $335,726{71$343,593,224 Row C * (1 + Row D)
. . August 18, 2006-ederal Register,
q
= Estlmated Percent Increase Required to Reach 90% of 0.64% 3.40%| and August 1, 2006 Medicare
Medicare Rates
Press ReleaSe
, - : 5 —
G FE{zttlen;ated FY 07-08 Expenditure at 90% of Medicare $337,889,589 $355,275,394 Row E * (1 + Row F)
H | Total Request $2,162,874 $11,682,170 Row G - Row E
(1) http://Iwww.cms.hhs.gov/apps/media/press/releap@Counter=1921
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Table 2

Estimated Percentage Increase by Service Category

Service Category

FY 07-08 Estimated
Reimbursement®

Requested
Increase

Estimated
Reimbursements
with Increase

Percentage Increase

Non-Emergency Transportation Services $354,432 $110,000 $464,432 31.04%
Emergency Transportation $2,488,964 $300,000 $2,788,964 12.05%
Adult Immunizations $157,871L  $600,000 $757,871 380.06%
Anesthesia $6,302,981 $3,150,000 $9,452,981 50.00%
Durable Medical Equipment Repair $336,682 $500,000 $836,682 148.51%
Intrauterine Device $280,643 $90,000 $370,643 32.07%
Surgical Procedures $47,824,788 $1,650,000 $49,474,788 3.45%
Therapy Services $11,050,598 $1,000,000 $12,050,598 9.05%
Total $57,746,361 $6,400,000 $64,146,361 11.08%

(1) Calculated using paid claims from the Depart'séviedicaid Management Information System.
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Table 3
Calculation of Impact to County Administration and County Administration - Administrative Case Managenent Payments to
Counties
Row ltem Total Source / Notes
A | November 1, 2006 Request for County Administrati®18,306,628 November 1, 2006 Request, Section D, Page D.1;
B | Requested Increase 2.00%
C | Total Request with Increase $18,672,761Row A * 1.02
D | Total Increase to County Administration $366,133 Row C - Row A

November 1, 2006 Request for County Administrat

ion

E | - Administrative Case Management Paymentsto | $1,593,624 November 1, 2006 Request, Section D, Page D.1;
Counties

F | Requested Increase 2.00%

G | Total Request with Increase $1,625,496Row A * 1.02

H | Total Increase to County Administration $31,8721 Row C - Row A
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Table 4
Calculation of Impact to Single Entry Points
Row ltem Total Source / Notes

A | Current Rate for Single Entry Point Services $804 Narrative
B qutlon of Sl_nglg Entry If’omt Rate for Long TermrhloHealth $39.75| Narrative

Prior Authorization Review
C Curre.nt Rate for Single Entry Point Services in MabServices $834.75| Row A - Row B

Premiums
D | Requested Increase in Rate $179.00| Narrative

Requested New Rate (Less payment for Long Term Home
E Health Prior Authorization Review) $1,013.75 Row C + Row D
F | Percent Increase 21.44%| (Row E - Row C) / Row C

. , . . Section E, Exhibits for Medical

G Porjuon of FY 07'-08 Medical Sgrwces Premiums Restue $17,967,584 Services Premiums, Exhibit |, page

Attributable to Single Entry Points El.2
H | Including Rate Increase $21,820,471 Row G * (1 + Row F)
I Total Increase $3,852,887 Row H - Row G
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Table 5

Calculation of Impact to Health Maintenance Organiations

Row ltem Total Source / Notes
i . opection E, Exhibits for Medical Services Premiufage
A FY 07-08 Projected Acute Care $1,343,618,9 _2: Subtotal for Acute Care, Includes HMO
Derived from Section E, Exhibits for Medical Sersc
. , Premiums, Page EM-1. Total Acute Care Request less
B gz&wiz?nzggggt;ga&zﬁgg; Care 78.92%| Health Maintenance Organizations, Rural Health &wsnt
Other Medical Services, Home Health, and Presuraptiv
Eligibility. Based on FY 05-06 expenditure history
c Portlpn of Acute with HMO Related $1.060.370,344 Row A * Row B
Services
FY 07-08 Requested Rate Increases Includes Inpatient Hospital, Emergency Transpartgtand
D . $9,452,874 . .
Affecting Acute Care Specialty Providers
E FY 07-08 Projected Acute Care $1.069.823,218 Row C + Row D
with Rate Increases
F | Projected Increase 0.89%Row E - Row C) / (Row C)
FY 05-06 HMO Expenditure, Less Information from the Department's Colorado Finahcia
G Expenditure for Providers No $39,564,707 Reporting System (COFRS), paid in FY 05-06 with-non
Longer Participating in the Program active providers removed.
H Estimated Increase in Caseload 13.12% Derived from Section E, Exhibits for Medical Sersc
from FY 05-06 to FY 07-08 ' Premiums, Exhibit B, page EB-1.
Estimated FY 07-08 HMO *
l Expenditure without Rate Increase $44,753,785 Row G * Row H
Estimated FY 07-08 HMO N
J Expenditure with Rate Increase $45,152,751 Row 1 * (1 + Row G)
K Estimated Effect of Rate Increase $398,966Row J - Row |
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Impact on Other Areas of Government

Assumptions for Calculations

There is no impact on other areas of government.

For all requests except Single Entry Points andr@y Administration, the impact to the
Health Care Expansion Fund is calculated basehermpé¢rcentage of the Department’'s
FY 07-08 Request for Medical Services Premiums (AcTare) is from the Health Care
Expansion Fund, specifically 3.08% (Exhibits fordital Services Premiums, Exhibit A,
page 2). Rate increases for services are appligmwt respect to eligibility category.
When a client in an eligibility category (or oth@wpulation group) which is funded from
the Health Care Expansion Fund (such as the Headtlte Expansion Low-Income
Adults) utilizes a service which has received @ tiatrease, the additional expenditure
must also come from the Health Care Expansion Fund.

Inpatient Hospital

The Department has estimated the increase recuainegintain inpatient hospital rates at
90% of Medicare rates, based on a number of fact@s may change. These factors
include, but are not limited to: the actual inceeas Medicare hospital rates, the number
of discharges per hospital, case-mix indices, andahreported costs. The cost inflator
is based on the Medicare Economic Index, whichesdost inflator used by Medicare to
set hospital base rates. This number is publigaeth year on October 1 in the Federal
Register.

Emergency Transportation and Non-Emergency Transpdation Services

The Department has estimated the percentage iecteasmergency transportation and
non-emergency transportation services based omethgested change in funding. The
Department calculated the estimate by analyzingnslaat the procedure code level,
inflating for increases in caseload, and applying tate increase. This methodology
assumes that utilization rates will remain constant

Specialty Providers and Procedures
The Department has estimated the percentage iecteathese services based on the
requested change in funding. The Department cekdlthe estimate by analyzing
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claims at the procedure code level, inflating focreases in caseload, and applying the
rate increase. This methodology assumes thatattin rates will remain constant.

Concerns or Uncertainties of Alternative The Department has calculated the estimated ppption required based on actual
experience from FY 01-02 through FY 05-06. Unferss increases in caseload or
utilization could cause the Department to requir@dditional appropriation in the future
for these services. Any such request would beuded in the Department’s annual
February Supplemental Request for Medical Senkremiums.

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

General Description of Alternative This alternative would maintain the current reurgement rates for single entry points,
emergency transportation, anesthesia, surgicakedwoes, physical therapy, occupational
therapy, speech therapy, adult immunizations, derabedical equipment repair,
intrauterine devices, non-emergency transportagenvices, and county administration.
In addition, the Department would continue its eatrmethodology in setting inpatient
hospital rates. Inpatient hospital rates wouldtioore to be subject to budget neutrality
requirements.

Calculations for Alternative’s Funding  No change in funding with this alternative.

Concerns or Uncertainties of Alternative By maintaining current rates and rate settingho@ology, the Department risks having
providers exit the program for lack of adequatenimirsement. Without adequate access
to these services, clients are more likely to eepee adverse health events which are
more expensive to the Department.

Supporting Documentation

Analytical Technique Multi-Criteria Analysis
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The Department reviewed and compared both alteestind their ability to meet criteria
that is valuable to the Department in making mamege decisions. The Department
established a three-tiered ranking score: 1 = doésneet criteria; 2 = minimally meets

criteria; 3 = successfully meets criteria.

Basad these criteria and this scoring

technique, the Department believes that Alternafivis the preferred alternative. Each
criterion was weighted the same as it was detewmnitmat all items were equally

important.

Criteria

Alternative A (Preferred)

Alternative (Sta tus Quo)

Maintain Client Access to
Primary and Emergency Heal
Care

By providing inflationary increases to inpatient

thospitals, the Department ensures that primar
and emergency care will continue to be availa
to Medicaid clients.

Inflationary pressures cause the price of
yproviding services for inpatient hospitals to
blacrease. If Medicaid rates do not increase in

response, the Department risks providers leay

the program.

3

1

Maintain Client Access to
Specialty Providers

By providing rate increases to Single Entry
Points and specialty services, the Department
ensures that clients will have access to case
management services, therapy services, surgi
procedures, and other specialty services.

Under the current reimbursement levels, the
Department has found that specialty providers
are already leaving the program due to

camladequate reimbursement. Given this
information, is it clear that the status quo wikr
maintain client access to health care for these
services.

1
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Criteria

Alternative A (Preferred)

Alternative (Sta tus Quo)

Prevent Adverse Health
Outcomes

Increasing reimbursement rates will allow
providers to continue with the Medicaid
program, without being forced to perform
services at a financial loss.

Without rate increases, critical providers such
ambulances, inpatient hospitals, anethesiolog
and surgeons may refuse to accept Medicaid

clients. Without access to these vital provider
clients may not receive timely care, resulting ir
further complications or death.

as
Sts,

[72)

N

2

1

Minimize Usage of General
Fund

This alternative requires an increase in Gener
Fund, but is likely to prevent utilization of
higher-cost services as substitutes.

alhis alternative does not require an increase i
General Fund.

Total Score

10

Quantitative Evaluation of Performance -

Compare all Alternatives

Alternative FY 07-08 Cost FY 08-09 Cost
A $14,212,732 $23,732,028
B $0 $0
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Statutory and Federal Authority 25.5-4-104, C.R.S. (2006). Program of medicalséamsce - single state agency.

(1) The state department, by rules, shall establish a program of medical assistance to
provide necessary medical care for the categorically needy. The state department is
hereby designated as the single state agency to administer such program in accordance
with Title XIX and this article and articles 5 and 6 of this title. Such program shall not be
required to furnish recipients under sixty-five years of age the benefits that are provided
to recipients sixty-five years of age and over under Title XVIII of the social security act;
but said program shall otherwise be uniform to the extent required by Title XIX of the
social security act.

25.5-5-101, C.R.S. (2006). Mandatory provisionBgilde groups - repeal.

(2) In order to participate in the medicaid program, the federal government requires the
state to provide medical assistance to certain eligible groups. Pursuant to federal law
and except as provided in subsection (2) of this section, any person who is eligible for
medical assistance under the mandated groups specified in this section shall receive both
the mandatory services that are specified in sections 25.5-5-102 and 25.5-5-103 and the
optional servicesthat are specified in sections 25.5-5-202 and 25.5-5-203.

Department Objectives Met if Approved 1.1 To maximize the opportunity to preserve leeaéire services through the purchase of
services in the most cost-effective manner possible

1.4 To assure delivery of appropriate, high qudigalth care. To design programs that
result in improved health status for clients seraed to improve health outcomes. To
ensure that the Department’'s programs are respoitigithe service needs of enrolled
clients in a cost-effective manner.

2.5 To hold accountable the Department’s admirtigracontractors, including other
State and local agencies, through outcome- besettacting and dedicated contract
management.

3.2 To improve customer satisfaction with prograsesyices, and care.
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Department:

Program:

Priority Number:

Request Title:

Schedule 6
Change Request for FY 0708

Date:
Date:
2555202 (1) (=) (N (2, CRS.(2008)

Health Care Policy and Financing John Bartholarmew
O-7

Acute Care Benefits Section

Dept. Approval by:
OSPE Approval:
Statutory Citation:
Increased Funding for Mon-Emergency Medical Transpartation

MNowvernber 1, 2006

IT Request:

Request Affects Other Departments: Yes ¥ HNo

¥ No (If yes and request includes mare than 500 programming hours, attach [T Project Plan)
If ¥es, List Other Departments Here:

1 2 3 4 5 [ 7 8 9 10
Total Decision/ Total Change
Prior-Year Supplemental Revised Base Base Movember 1 Budget Revised from Base
Actual Appropriation Request Request Request Reduction Request Amendment Request in Out Year
Fund FY 05-06 FY 06-07 FY 06-07 FY 06-07 FY 07-08 FY 07-08 FY 07-08 FY 07-08 FY 07-08 FY 08-09

Total of All Line Items Total 5 577 485 5 065,722 0 h 065 722 4 575,163 1464 796 B 039 959 0 B 039 959 1464 795
FTE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
GF 2,788,743 2534 361 0 2534 361 2,287 582 732,398 3,013 930 0 3,013 930 732,393
GFE 0 0 0 0 0 0 0 0 0 0
CF 0 0 0 0 0 0 0 0 0 0
CFE 0 0 0 0 0 0 0 0 0 0
FF 2,788,742 2534 361 0 2 534 361 2,287 581 732,398 3013 973 0 3013 973 732,398

(1) Executive Director’s
Office, Non-Emergency Total 5577 485 5 083,722 0 5065 722 4 575,163 1,464 796 B 033 953 0 B 033 953 1464 796
Transportation FTE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Services GF 2,788,743 2 534 361 0 2 534 361 2,287 582 732,398 3019 2380 0 3019 2380 732,398
GFE 0 0 0 0 0 0 0 0 0 0
CF 0 0 0 0 0 0 0 0 0 0
CFE 0 0 0 0 0 0 0 0 0 0
FF 2,788,742 2 534 361 0 2 534 361 2 287 581 732,398 3019 979 0 3019 979 732,398

Letter Notation:
Cash Fund name/number, Federal Fund Grant name: FF: Title XIx
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CHANGE REQUEST for FY 07-08
EFFICIENCY AND EFFECTIVENESS ANALYSIS

SELECT ONE (click on box):
M Decision ltem
O Base Reduction Item

[0 Emergency Supplemental Request Criterion:

[J Budget Request Amendment Criterion:

Priority Number: DI -7

Change Request Title: Increased Funding for Non-Emergency Medical Trartggion Services
Long Bill Line Item(s) (1) Executive Director’'s Gée, Non-Emergency Transportation Services
State and Federal Statutory Authority: 25.5-5-202 (1) (s) (I) (2), C.R.S. (2006) and 4EFR. Section 431.53

Summary of Request (Alternative :A) This Request is to seek additional funding of4$4,796 to the Executive Director’s
Office, Non-Emergency Transportation Services lteen for the administration of non-
emergency medical transportation. The additionatling is required due to increases in
contractor and county costs to administer non-earergmedical transportation.

Alternative A {Recommended alternative}:

Problem or Opportunity Description The Department of Health Care Policy and Financprgvides non-emergency
transportation to and from medically necessaryisesvcovered by the Colorado Medical
Assistance Program for clients who have no otheans@®f transportation throughout all
sixty-four counties in Colorado. Section 25.5-220) (s) (I) (2), C.R.S. (2006) and 42
C.F.R. Section 431.53 requires the Department wvige non-emergency medical
transportation to eligible clients under the stdedical Assistance Program. The type of
transportation authorized is determined by theadist to be traveled and treatment
facilities available, and the physical conditiordamelfare of the client. Non-emergency
medical transportation services include transportabetween the client's home and
Medicaid covered benefits, and when applicable,ctbe of lodging and food when an
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overnight stay is necessary for an escort. Thexeao administrative costs related to
non-emergency medical transportation including, rtott limited to, the intake of client
calls, determining eligibility, and authorizing aadanging transportation.

Prior to FY 03-04, funding for non-emergent medicahsportation, approximated to be
$12,041,460, was contained in the Medical Servi€gsmiums line within the
Department’s Budget. However, due to difficult momic conditions in FY 02-03, the
General Assembly reduced this funding by $7,640,882n effort to reduce General
Fund expenditures (FY 03-04 Figure Setting, Marth2D02, page 110-111).

In FY 03-04, the Department received legislativéharity via HB 04-1220 to administer
non-emergency medical transportation as an admati’@ program rather than an
optional Medicaid service in an effort to maintaost savings. As a result of this action,
$4,400,778 was transferred from the Department'dibée Services Premiums Long Bill
group and created a new line item under the Exezirector’'s Office Long Bill group
titled “Non-Emergency Medical Transportation”.

The Department currently employs two mechanismsneet non-emergency medical
transportation needs for Medicaid clients. In ®#irdies within the State, the county
departments of social services are responsible alathorizing and arranging the
transportation. In eight front-range counties, Bepartment contracts directly for the
necessary services and administration with a broker

On June 20, 2006, the Department requested and/edcEY 05-06 1331 Emergency

Supplemental funding of $1,121,497 for increasesdntract costs. Due to a failed

request for proposals, the Department entered ant@mergency nine month contract
with the existing contractor, which included an @uistrative increase of $30,000 per
month, until a new request for proposals could bmmeted. The revised request for
proposals was an open-ended request, meaning tar dahount was specified. As a
result of this request for proposals, the existingtractor, LogistiCare, was awarded the
winning bid for a fixed price contract beginningyl@, 2006. This fixed price contract

was negotiated for $446,992 per month, or $5,36B#0 fiscal year.
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General Description of Alternative

Similar to contract obligations increasing, utitiva and caseload in the 56 counties has
required a greater portion of the total appropsiato be allocated to the non-Front Range
counties. Looking at a snapshot of expendituréaden October 1, 2004 and June 30,
2005, the average monthly expenditures for the B6inties equaled $83,941.
Comparatively, looking at the period of July 1, 360 November 31, 2005, the average
monthly expenditure has grown by 14.5%, to $96,131.

The FY 06-07 appropriation for Non-Emergency Tramsgion Services is $5,068,722.
This appropriated amount, along with the out-yeaduction to this appropriation of
$493,559 from SB 06-165, which requires the Depantnio implement and expand a
pilot program for telemedicine anticipated to regluthe need for non-emergent
transportation, reduces the FY 07-08 base budg¢hi®line to $4,575,163.

This Request is for $1,464,796 in (1) ExecutiveeEtor's Office, Non-Emergency

Transportation Services line item. Due to the amtor costs for the fixed price

agreement of $446,992 per month experienced in 6971 the Department estimates
that funding for non-emergency medical transpatatiill not be adequate for FY 07-08.
While implementing SB 06-165 is anticipated to sdkie State $493,599 in non-
emergency medical transportation costs in FY 06Hd%, reduction only partially offsets

increases in contractor obligations.

56 Counties Need

Based on the Department’s 1331 Emergency Supplamnsmbmitted on June 20, 2006,
the Department estimated that $1,169,654 was nefeddely 05-06 to pay for services
for the remaining 56 counties. However, due to SB165, this amount should be
appropriately reduced due to increased effortelentedicine; therefore, the Department
estimates that the need for FY 06-07 and forward ke $1,081,300. While the
Department believes that utilization and caseloadwth are drivers for these
expenditures; and therefore, will increase demanth funding, the Department is not
asking for additional funding for this purpose. #® Department requested, and
received legislative authority to administer thigelas an administrative program, rather
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than an optional Medicaid service with the passH#HgdB 04-1220, the Department will
manage to this amount in the FY 07-08 base ap@tpni for the 56 counties.

Contractor Need

Based on the fixed price contract of $446,992 pentim that was implemented for FY
06-07, assuming no increase for inflation, $5,368,%ill be required annually for a

contractor to provide administration and servicesthe eight Front Range counties.

However, this again needs to be adjusted for tvngs estimated from SB 06-165.

Therefore, the final contractor need for FY 07-8&stimated at $4,958,659. Assuming
$3,493,863 would be remaining in the FY 07-08 begaropriation after carving out the
necessary funding for the 56 counties describeglgglibis would indicate that a shortfall

of $1,464,796 currently exists.

Summary

Total funding need is projected to be $6,039,9599%3,659 + $1,081,300) for both
contractor and county administration costs in FYO87 Based on FY 07-08 base funding

of $4,575,163, a shortfall of $1,464,796 exist.

Calculations for Alternative’s Funding

(1) Executive Director’s Office, Non-Emergency Medial Transportation Services
Summary of Request FY 07-08 Total Funds General Fund Federal Funds
FY 07-08 Total Need $6,039,959 $3,019,980 $3,019,979
Additional Contractor Need $1,464,796 $732,398 $732,398
FY 07-08 Base Request $4,575,163 $2,287,582 $2,287,581
SB 06-165 Reduction* ($493,559) ($246,779) ($246,780)
FY 06-07 Long Bill Appropriation $5,068,722 $2,534,361 $2,534,361

* $493,559 has been reduced from the total apptpn due to the implementation of telemedicine eemlilting costs savings in

non-emergency medical transportation per SB 06-165.
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(1) Executive Director’s Office, Non-Emergency Medial Transportation Services

Summary of Out-Year Request for FY 08-09

Total Funds

General Fund

Federal Funds

Additional Contractor Need from FY 07-08 Base

$4,466

$732,398

$732,398

Table 1: Contractor Cost for Eight Front Range Courties

Contract Period

Contract Provision

FY 06-07 Monthly Fixed-Price Contract Cost $446,992
Contractor Costs for FY 07-08 Before ReductionSarings from SB 06-165 ($446,992 * 12) $5,363,904
Total Savings Anticipated from SB 06-165 (Telemadd3ill) $493,599
Percent of Savings Estimated to Occur in the Btgbht Range Counties 82.10%
Savings from SB 06-165 Anticipated to Occur in Eight Front Range Counties ($405,245)
Total Contractor Costs for FY 07-08 Including Savirgs from Telemedicine Bill (SB 06-165) $4,958,659
Table 2: Costs for Remaining 56 Counties
Total Costs for 56 Counties (per June 20, 2006 E38&rgency Supplemental for FY 05-06) $1,169,654
Total Savings Anticipated from SB 06-165 (Telemadhd3ill) $493,599
Percent of Savings Estimated to Occur in the Btgbht Range Counties 17.90%
Savings from SB 06-165 Anticipated to Occur in Eight Front Range Counties ($88,354)
$1,081,300Q
Table 2: Summary of Request
Total Contractor Costs (Table 1) $4,958,659
Total Costs for 56 Counties (per June 20, 2006 E38&rgency Supplemental for FY 05-06) $1,081,300Q
Estimated Total Costs for Non-Emergency Medical Trasportation $6,039,959
FY 07-08 Base Request $4,575,163
Estimated Shortfall (Matches Schedule 6, Column 6ral Column 10) $1,464,796

Assumptions for Calculations 56 Counties

For the 56 counties, the Department used actuakatichated expenditures to calculate
the total costs per the 1331 Emergency Supplemfamt&ly 05-06 as the base amount for
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Concerns or Uncertainties of Alternative

FY 07-08. The total county need was estimatedl&t@®,654 based on nine months of
actual data from FY 05-06, projected for the fisgahr, and included the estimated
payable, as there is a 120 day allowance for sdingpitlaims through the Medicaid
Management Information System. Details of thewdaloon can be found on pages 8 - 10
of the Department’s June 20, 2006 1331 Emergenppl8mental Request. This amount
was then adjusted downward due to anticipated gavinom SB 06-165. The impact of
SB 06-165 was assumed to follow the same pattetheasurrent allocation of dollars
between the 56 counties and the eight Front Ramgmti®s prior to this legislation (i.e.
the 17.90% allocation is equal to the ratio of pine SB 06-165 need for the 56 counties
of $1,169,654 over the estimated total need far dipipropriation pre SB 06-165 equal to
$6,533,558).

Contractor

For the eight metropolitan counties managed by di@@are, the monthly fixed-price

contract is equal to $446,992. This flat amountaidull risk agreement with the

contractor, and includes both the administratiomarfi-emergent medical transportation
for all 64 counties in the State and the actualgpartation services for clients in the
eight Front Range counties. The total need for 0#¥08 is therefore calculated at
$5,363,904 ($5,363,904 = $446,992 * 12). This thes adjusted for anticipated savings
from SB 06-165 based on the amount not allocatethéo56 counties ($493,599 -
$88,354 for 56 counties = $405,245).

The Department has estimated potential costsh®mremaining 56 counties, which are
billed fee-for-service under accrual accounting.the actual costs, including services
provided prior to June 30 but billed after the dilsgear, are different than estimated for
the 56 counties, the Department will need to firadysvto manage to the appropriation.

Additionally, the contractor for the eight Frontrig@ counties might not accept the re-
negotiated fixed price contract based on the gtied savings from SB 06-165.
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Alternative B {Status quo; no change in funding; nbrecommended}:

General Description of Alternative

Calculations for Alternative’s Funding

Concerns or Uncertainties of Alternative

Funding for non-emergency medical transportatiauld remain at $4,575,163 for the
(1) Executive Director’s Office, Non-Emergency Meali Transportation appropriation.

No change in funding with this alternative.

Contractor obligations alone are anticipated i@weed the current FY 07-08 base
appropriation. If no additional funding is appraped, the Department would not be able
to continue the current contractor, and would néedsubmit another request for

proposals. As the original request for proposailed because it did not contain enough
funding to attract any vendors, an open ended stquas released, and resulted in the
award of the current, higher contractor costs. r&loee, there is little chance that the
Department could obtain a new vendor for less tharcurrent contractor.

Per 25.5-5-202 (1) (s) (I) (2), C.R.S. (2006) and C.F.R. Section 431.53, the
Department is required to provide non-emergencyicaédransportation. If sufficient
funding does not exist to support either the cattra or the 56 counties and
transportation services are not available to Mediclents, the State’s federal financial
participation for this program could be withheld thye federal Centers for Medicare and
Medicaid Services.

Supporting Documentation

Analytical Technique

For this Emergency Supplemental Request, a ResiéBt Analysis was used. Scoring for
this analysis were based on the following: 1 =giake more prevalent causing negative
implications to the State, 2 = no risks or benedits realized by the State, 3 = benefits are
greater than risks.
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Description of Ris

ks/Benefits Alternative A Alternaive B

Benefit: The Department would be able to pay all of itsvpters for the 3 1
administration and transportation costs associatédthe State’s eligible
Medicaid clients.Risk: If there is a funding shortfall, transportatieansces for
Medicaid clients to get to appointments might nr@&bailable, leaving some

clients without a means for obtaining thei
physician for a routine check-up. These

sicker clients; and therefore, increase Medicaidioa costs in the future.

r assesgmor to be seen by their
missedicaetteatments may lead to

Benefit: The Department would be in compliance with all S&td federal 3 1
citations regarding the provision of this transpban benefit. Risk: Loss of
federal matching funds for this appropriation coloédwithheld by the federal
Centers for Medicare and Medicaid Services.

Quantitative Evaluation of Performance -
Compare all Alternatives

Statutory and Federal Authority

Department Objectives Met if Approved

Alternative A requires $732,398 General Fundlkovathe Department to pay contractor
obligations in FY 07-08. Alternative B does naguee any General Fund, but would not
allow for services to continue through the endldf fiscal year. Alternative A is the
preferred alternative.

25.5-5-202 (1) (s) (I (2), C.R.S. (2006). Baservices for the categorically needy —
optional servicesln addition to the services described in subsection (1) of this section
and subject to continued federal financial participation, Colorado has selected to provide
transportation services as an administrative cost.

42 C.F.R. Section 431.53. Assurance of transportat A Sate plan must--(a) Specify
that the Medicaid agency will ensure necessary transportation for recipients to and from
providers, and (b) Describe the methods that the agency will use to meet this
requirement.

1.4 To assure delivery of appropriate, high fyélealth care. To design programs that
would improve health status for clients served é&mdmprove health outcomes. To
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ensure that the Department’'s programs are respoigithe service needs of enrolled
clients in a cost-effective manner.

1.5 To accurately project, report, and manage étagg requirements to affect Executive
and Legislative intent with program and budget tgw@ent and operations. To
accurately record and monitor expenditures for g managed by the Department so
there may be accurate financial reporting at ales.
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Department:

Program:

Priority Number:

Request Title:

Health Care Policy and Financing

Ol-8

Eligihility Operations
Funding to Continue Efforts on Cases Exceeding Processing Guidelines

Change Request for FY 0708

Schedule 6

Dept. Approval by:
OSPE Approval:
Statutory Citation:

John Barthaolomews

Date:
Date:

25 5-4-205 (1) (a), C.R.S. (2008)

MNowvernber 1, 2006

1 2 3 4 5 [ 7 8 9 10
1331 Total Decision/ Total Change
Prior-Year Supplemental Revised Base Base Movember 1 Budget Revised from Base
Actual Appropriation Request Request Request Reduction Request Amendment Request in Out Year
Funil FY 05-06 Fr 06-07 Fr 06-07 Fr 06-07 FY 07-08 FY 07-08 FY 07-08 Fr 07-08 Fr 07-08 FY 08-09
Total of All Line Items Total 14,763,261 16,363,300 164 827 b 5458 127 16,818,945 152 807 16 971 7452 0 16 971 7452 162 807
FTE 194 35 22670 4.00 230.70 226,90 4.00 23090 0.00 23090 4.00
GF 6,727 174 5,987 000 41785 7028785 7 414 663 38737 7 453 400 0 7 453 400 /737
GFE 25617 0 0 0 0 0 0 0 0 0
CF 0 0 0 0 0 0 0 0 0 0
CFE 521 654 520 5596 268 440 549 03k 530477 26 367 A56 544 0 A56 544 26 367
FF 7 488 816 8,875,704 94 (02 55970306 5,673,805 a7 703 8 961 505 1] 8 961 505 a7 703
(1) Executive Director's
Office; Personal Total 13,785,054 15,362 631 143,327 15512018 15,821,148 149 327 15970 475 0 15970 475 149 327
Services FTE 194,35 226.70 4.00 230.70 226.90 4.00 230,90 0.00 230,90 4.00
GF B,280 279 £, 493 748 37 855 b 531 603 £.931,.815 37 855 B 969 70 0 B 969 70 37 855
GFE 281 0 0 0 0 0 0 0 0 0
CF 0 0 0 0 0 0 0 0 0 0
CFE a07 578 a0B,203 25 766 531,969 517 572 25 766 543 338 0 543 338 25 766
FF 5,996 916 8,362,740 85,706 4,445 446 8,371,761 85,706 8 457 467 0 8 457 467 85 706
(1) Executive Director’s
Office; Operating Total 978 207 1,020 G039 16500 1,036,109 o9y 797 3,480 1001277 0 1001277 3 480
Expenses FTE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
GF 445 895 493 252 3930 497 182 482 348 G52 453,730 0 453,730 52
GFE 25336 0 0 0 0 0 0 0 0 0
CF 0 0 0 0 0 0 0 0 0 0
CFE 14 076 14,393 2674 17 067 12,905 BO1 13 406 0 13 406 BO1
FF 431 900 512 964 5,696 521 860 502,044 1997 a04 041 0 a04 041 1997

IT Request:

Letter Notation:
Cash Fund name/number, Federal Fund Grant name:

CFE: Autism Fund, Health Care Expansion Fund, Primary Care Fund, Breast and Cervical Cancer Prevention and Treatment
Fund, Children's Basic Health Plan Trust, FF: Title X and Title XX

¥ No (If yes and request includes mare than 500 programming hours, attach [T Project Plan)

Request Affects Other Departments:

Yes

v No
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CHANGE REQUEST for FY 07-08
EFFICIENCY AND EFFECTIVENESS ANALYSIS

SELECT ONE (click on box):
M Decision ltem
O Base Reduction Item

[0 Emergency Supplemental Request Criterion:

[J Budget Request Amendment Criterion:

Priority Number: DI - 8

Change Request Title: Funding to Continue Efforts on Cases Exceedingéasing Guidelines

Long Bill Line Item(s) (1) Executive Director’'s Qdke: Personal Services, (1) Executive Director'§def
Operating Expenses

State and Federal Statutory Authority: 25.5-4-205 (1) (a), C.R.S. (2006), 42 C.F.R. Pag, &Hec. 911

Summary of Request (Alternative :A) This Request is to maintain funding in the DeparttisePersonal Services and Operating
Expenses lines by $152,807 and 4.0 FTE to contiimueeduce medical program
applications that are exceeding processing guieelin

Alternative A {Recommended alter native}:

Problem or Opportunity Description In an effort to comply with a court order imposédubrly after the implementation of the
Colorado Benefits Management System, the Departnadorig with the Department of
Human Services, submitted a 1331 Emergency Suppkamir FY 04-05 requesting
additional funding for centralized data entry, stieorrespondence, legal services, and an
emergency call center (see page 45 of the Departofidtiuman Services Figure Setting
document dated March 8, 2005).

Within that request for centralized data entryreheas funding for the Department of
Human Services to create a group known as CDEThéCentralized Data Entry Team)
to process food stamp and other non-Medicaid cHssswere exceeding processing
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requirements. Similarly, the Department of He&tre Policy and Financing requested
funding to contract with two entities, Document Bmns Group and Affiliated
Computer Services, to address the out-of-complidviedicaid and Children’s Basic
Health Plan applications. Total funding for batbpartments for centralized data entry
was $2,668,084, and was officially appropriatethtoDepartment in HB 05-1315.

With approval from the Joint Budget Committee aneé State Controller on September
20, 2005, the Department received a second 133xdemey Supplemental, this time for
FY 05-06 spending authority, for continuation ok tentralized Data Entry Team.
Again, this was due to compliance with a court orddowever, while this unit was still
managed by the Department of Human Services, itreggonsible for processing both
non-Medicaid and Medicaid applications, as the Depent of Health Care Policy and
Financing elected to end its contract with Docum®alutions Group. Counties were
therefore instructed to continue forwarding casethis team, along with the appropriate
documentation, in an effort to reduce the averagegth of time it was taking to
determine eligibility for these public assistancegrams.

On April 3, 2006, the Department elected to progessewn cases exceeding guidelines,
rather than delegate the function to another stafency. The Department hired
temporary staff to work with counties and medicadistance sites to process cases. This
allowed Health Care Policy and Financing to becaesponsible for its own cases.
Using funding previously forwarded to the Departinei Human Services, the
Department used FY 05-06 funding from the ColorBdaefits Management System line
item for this purpose.

For FY 06-07 the Department did not submit a regjbesause a trial set for the week of
June 5, 2006 had been planned. However, Joint@ugmmittee staff did recommend
funding for legal services and other court ordesowgces, including funding for
temporary staff to process cases exceeding progcesguidelines, and this
recommendation was approved by the Joint Budgetraltige on March 8, 2006 during
Figure Setting (see page 71 of the March 8, 20QfurEi Setting document). The
recommended amount was for $192,000 for Persomaicgs and $13,000 for Operating
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General Description of Alternative

Expenses within the Department’s Budget, for al tote6205,000. However, the Joint
Budget Committee reversed this decision on Marc2RR6. Therefore, there are no FY
06-07 resources appropriated to the DepartmentisoRal Services and Operating
Expenses appropriations, and no funding within @@orado Benefits Management
System dedicated to continuing the work neededdogss these cases.

At the June 20, 2006 Joint Budget Committee megthyDepartment had submitted an
Emergency Supplemental Request for this same néédhat meeting, the Committee

indicated to the Department that there needed taduktional collaboration with the

Department of Human Services, as the DepartmenHwihan Services had also
submitted a request for resources to address ocrapliance cases. However, unlike
the Department’s request which was to address Melgicaid cases, the Department of
Human Services’ request was to continue resouhzsatould address both Health Care
Policy and Financing programs and non-Medicaid g run by the Department of
Human Services, and would use the Colorado Benbfasagement System funding
splits to allocate the necessary resources. Tdrerethe Joint Budget Committee
requested that the two departments work togethéhisnssue, before submitting another
request.

On September 20, 2006 the Department submittedupidated 1331 Emergency
Supplemental to request funding for these employseforming this function. That
request was approved by the Joint Budget Committe€his request is to continue
funding for this unit in FY 07-08.

This Request is for continued funding of $152,80id four permanent FTE within the
Department to process cases exceeding processitgligas that was initially approved
on September 20, 2006.

As mentioned above, the Department had expectgd to trial on the CBMS case on
June 5, 2006. In March 2006, the Department ofitHé&2are Policy and Financing and
the Department of Human Services decided to emnter mediated negotiations in an
attempt to settle the case. During these negmtisitiplaintiffs wanted to continue the
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June trial date and the Departments wanted a Jearénly on their motion to dissolve the
preliminary injunction. Through mediation, the f@s reached a joint stipulation that
altered the preliminary injunction on terms favdeato the departments and vacated the
June trial without setting a new date. In additithre five main points of the January 14,
2005 injunction were revisited, and the followingsaconcluded in the joint stipulation:

1. The benefit freeze flags may be lifted for imaetcases, but active cases would be
cleansed by the State.

2. Absent a material change in circumstances, eimigrof the court order regarding
noticing would be postponed until the trial of dase.

3. Beginning June 1, 2006, overpayments could Weated by the State according to

federal or state law, and the State would submméport of established overpayment

claims. The State agreed to suspend collectienwide-spread system-caused problem
was identified.

4. The Departments' emergency processing unitsdvaedse effective June 30, 2006, but
the Departments would still process cases neetingediate attention. The Departments
agreed to provide procedures to the plaintiffs.

5. Absent a material change in circumstances, eafoent of the court order regarding
timely processing of applications would be postgbusetil the trial of the case, but it was
understood that the Departments have the obligatboprocess cases with applicable
federal and state timelines as the Departmentsilaneately responsible for compliance
with federal processing guidelines. The Departsagteed to provide regular reports.

This joint stipulation was signed April 6, 20060 Tomply with the stipulation and in the
event of a trial, it was, and still is, very impamt to contain the number of cases
exceeding processing guidelines. While the paéntial for the Colorado Benefits
Management System brought this issue to the fargfrmaintaining a low number of
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cases exceeding processing guidelines should be gbathe Department’s normal
business practice.

Applications Exceeding Processing Guidelines

Nov Feb 2005 Apr Jun 2005 Aug Oct 2005 | Dec 2005 | Feb 2006 Apr May Jun 2006 | Jul 2006
2004 2005 2005 2006 2006
HCPF Applications 16,745 6,669 6,847 2,721 1,868 3,022 2,194 2/716 6812, 1,863 2,15( 3,00
Percent Change from 0 0
Prior o 60.17%|  2.67%| -60.26%)| -31.35%| 61.78%| -27.40%| 237" _129% | -3050% | 1% 30.77%
Data used is from the Federal Statistical RepoApyflications that was used in the CBMS Court Case
HCPF Cases = Cases for Medicaid and CHP+ expezteel processed by counties and medical assistéase s
HCPF starts June and July
working HCPF Turnover in
Cases Temporary Staff

This Request is in response to item #5 above. eSime implementation of CBMS, and
the findings at the December 2004 hearing that629¢ases were exceeding processing
guidelines (for both Departments combined), the ddepents have been applying
dedicated resources to ensure that the numbersetaa in substantial compliance with
the federal and state guidelines (either 45 or @§sdafter receipt of a complete
application). As described above, until April 20@te Centralized Data Entry Team and
staff at Health Care Policy and Financing workedcarses and with counties to reduce
the December 2004 number. Since April 2006, theaftenent took this same activity on
internally, using temporary staff. However, as Drepartment is the Single State Agency
for Medicaid and is ultimately responsible for niegtfederal processing guidelines for
Medicaid, the Department requires permanent staffemsure county and medical
assistance compliance with State and federal rexp@ints. Experience has proven that
without a dedicated, permanent resource, it caenstre substantial compliance with
case processing timelines. Therefore, the Depattnee requesting the permanent
continuation of its current resources of four staff
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The Department discussed these events with theeDdfi State Planning and Budgeting
and Joint Budget Committee staff in April 2006.whis decided that due to the nature of
the previously ongoing temporary funding, the chiagdacts in the case, and the need to
know the funding intent for the court-related sltgiion before spring of next year, it was
decided that an emergency supplemental was prudériterefore, the Department
submitted an Emergency Supplemental Request on 2an2006 to the Joint Budget
Committee to address the need for permanent staffortunately, there was confusion
regarding a similar request from the Departmentioman Services, with an overlap in
Medicaid funding, which resulted in both requestib tabled until these issues could be
addressed. On September 20, 2006 the DepartmenthanDepartment of Human
Services submitted coordinated Emergency Supplah&equests that were approved
and funded for FY 06-07. This Request is to camithat funding to insure ongoing
compliance with regulations.

The Department explicitly decided to move away friamding these resources out of the
CBMS appropriation, and rather funding is now resjeé in the Department’s Personal
Services and Operating Expenses appropriationss i§ldue to the fact that this is not a
systems related issue, but rather it is an ongoggpurce need to ensure timely
processing and substantial compliance with thegasiag guidelines.

The Department requests 1.0 FTE General Profedsling process inquiries and
analyze results, identify trends, train countiespoocessing procedures and to develop
county specific procedures and to assist 3.0 FT&hfiieian lll positions whose primary
jobs will be to handle these inquiries in a timelgnner. The unit is to monitor county
processing of pending applications. The Unit \piirform a weekly analysis of cases
exceeding processing guidelines applications aridriidéne the cause of the delay in
approving the applications. The staff will interagth counties and medical assistance
sites to make these determinations and performogppte follow-up. If necessary, the
Unit would contact clients with incomplete applicats to request they provide the
necessary documentation to complete the applicatibhe Department assumes these
four positions would be able to process 24 appboatper person, per day. Although the
JBC did not approve this request on June 20, 20@6Committee did state its intent to
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approve it once the coordination issues with DHSeweesolved. Therefore, the
Department has proceeded in developing positioshang for permanent positions,
and continuing to use temporary staff until thenpemnent positions are filled. However,
the Department is having a difficult time keepinkjlled temporary staff in these
positions as shown in the table on page 6. If @ama, the Department will use funding
in this request to cover the temporary costs.

Calculations for Alternative’s Funding

Summary of Request FY 07-08 and FY 08-09 Total Funds General Fund Cash Funds Federal Funds
Matches Schedule 6 and Recommended Request Exempt
Total Request [Items below total to this] $152,807 $38,737 $26,367 $87,703
(1) Executive Director’s Office: Personal Services $149,327 $37,855 $25,766 $85,706
(1) Executive Director’s Office: Operating Expenges $3,480 $882 $601 $1,997
Table 1. Development of Fund Splits*
Total Funds General Fund Cash Funds Federal Funds
Exempt
Personal Services (Sum to 100%) $149,827 $37,855 $25,766 $85,706
- Medicaid Funded (50.7%) $75,709 $37,855 $0 $37,854
- Children’s Basic Health Plan Funded (49.3%) 1B $0 $25,766 $47,852
Operating Expenses (Sum to 100%) $3,480 $882 $601 $1,997
- Medicaid Funded (50.7%) $1,764 $882 $0 $882
- Children’s Basic Health Plan Funded (49.3%) 6 $0 $601 $1,115

* Percentages are based on the ratio of the avexageer of cases that exceeded processing guiddimm May 1, 2005 through

April 30, 2006
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Table 2: Estimated Staff Processing Abilities

Number of positions requested 4
Estimated inquiries processed per position per day 24
Number of inquiries that can be handled per da§ {=24) 96
Number of inquiries per month processed (= 96 * 5 days* 4 weeks) 1,920

FTE and Operating Costs GRAND TOTAL
Fizcal Year(s) of Request F¥ 07-08 F¥ 07-08 F¥ 07-08
PERSCONAL SERVICRS Title: Techmician II1 Teneral Professional II1 | To two decimal pomnts
Mumber of PERSONS [ class title 3.00 1.00
Calculated FTE per classification 3.00 1.00 4.00
Annual base salary (monthly * 12) £31,080 £39,672
Mutmher months worldang in FY FY 07-08 and FY 08-09 12 12
Salary $ 93240 | § 396721 % 132,912
FERA 10.15%%] % 9,464 | § 40271 % 13,491
AED 0.75%)| % 699 | & 298 | % 997
FICA 1.45%5] § 1,352 | % 5751 % 1,927
Subtotal Personal Services 5 104,755 | § 44 572 | 5 149 327
OPERATING
Supphes @ $500/$500 each vear % 500 | % 1,500 | % so00 0 % 2,000
Telephone Base { Annual) ] 700 | % 1,110 | § 3701 % 1,480
Subtotal Operating ] 870 | % 2610 | % 870 % 3,480
CRANTD TOTAL ALL COSTE 4 107365 | § 45442 | § 152,807

Impact on Other Areas of Government The Department of Human Services can not findhese same types of services through
the Department of Health Care Policy and Finan@sghat would be drawing federal
matching funds for the same activity.
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Assumptions for Calculations

It is assumed that each position would procegscaamately 24 inquiries per day. At
this staffing level, the Department would have tapacity to process approximately
1,920 inquiries per month (see Table 2). This, énmv, does not account for time spent
training, analyzing data, developing reports, tlage to counties and providing
assistance to counties and Medicaid assistance site

All Personal Services and Operating Expenses fgndssumes the level of funding as
outlined in common policy instructions. Start-upecating expenses associated with
these four requested FTE have already been applyvéte Joint Budget Committee in
FY 06-07, through the approval of the Departmerffeptember 20, 2006 1331
Emergency Supplemental Request. Therefore, onhtiragation funding is being
requested for supplies and telephone costs.

For July 2006, there were 3,005 medical applicatidhat exceeded processing
guidelines. Of that total, 1,481 applications wkrethe Children’s Basic Health Plan,
and 1,524 applications were related to Medicaidost€ associated with processing
Children’s Basic Health plan applications are daiin the Children’s Basic Health Plan
Trust as Cash Funds Exempt. Consequently, 494398% = 1,481 / 3,005) of the costs
in this Request will be paid from the Children’ssRaHealth Plan Trust.

Concerns or Uncertainties of Alternative None

Alternative B {Status quo; no changein funding; not recommended}:

General Description of Alternative

This alternative would result in no dedicatedorgses in FY 07-08 to ensure that
counties and medical assistance sites process icagdsnely manner. The Department
would monitor timeliness and train counties, butuldonot directly intervene to ensure
cases are processed in a timely fashion. It ieeep that in a short period of time, the
cases exceeding processing guidelines would falbbsubstantial compliance.
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Calculations for Alternative’s Funding  No change in funding with this alternative. Hawg since Supplemental funding was
appropriated in FY 04-05, FY 05-06 and FY 06-07s thternative would result in an
increased number of cases that exceed federallyiregprocessing guidelines. The
Department would also not be in compliance with phevisions contained in the Joint
stipulation agreement between the Department, tamtiifs, and the Department of
Human Services, which could result in additiondition costs to the Department.

Concerns or Uncertainties of Alternative Federal regulations stipulate that states mustgss Medicaid applications within the
forty-five or ninety day timeframes. If found t@ lzonsistently delinquent in achieving
these processing timelines, the State is at riskeplaintiffs seeking to enforce the court
order, of additional lawsuits, or of federal auditsl deferrals.

Supporting Documentation

Analytical Technique A return on investment analysis was used to coenfhee two alternatives.

Return on Investment Analysis- FY 07-08

Investment: Cost Avoidance A: Cost Avoidance B:

Additional Cost of 4.0 FTE: $152,807 | Probable pursuit by plaintiffs of Reduced administrative cost from prior
enforcement of court order, with additional year, using FY 05-06 spending authority
legal costs. Spending authority for legal | for Centralized Data Entry = $2,108,768
costs for one year, using FY 05-06 = assuming 35% is HCPF per calculator:
$515,000 (both Departments); assuming | $738,069

35% is HCPF per calculator: $180,250

$152,807 Approximately $180,250 Approximately $738,069

ROI =1.18 ROI =4.83

Quantitative Evaluation of Performance -
Compare all Alternatives Please see the Efficiency and Effectiveness Aimbbove.
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Statutory and Federal Authority

Department Objectives Met if Approved

25.5-4-205 (1) (a), C.R.S. (2006) Applicationerification of eligibility - demonstration
project - rules - repeallThe state department may accept medical assis&nuiecations
and determine medical assistance eligibility andynuesignate the private service
contractor that administers the children's basialte plan, Denver health and hospitals,
a hospital that is designated as a regional pediatirauma center, as defined in section
25-3.5-703 (4) (f), C.R.S., and other medical @#anie sites determined necessary by the
state department to accept medical assistance egipins, to determine medical
assistance eligibility, and to determine presungéligibility.

42 C.F.R. Section 435.911 Timely determination bdillity. (a) The agency must
establish time standards for determining eligililénd inform the applicant of what they
are. These standards may not exceed—(1) Ninety fdayapplicants who apply for
Medicaid on the basis of disability; and (2) Foftye days for all other applicants. (b)
The time standards must cover the period from e df application to the date the
agency mails notice of its decision to the applicaiic) The agency must determine
eligibility within the standards except in unusealcumstances, for example—(1) When
the agency cannot reach a decision because thecapplor an examining physician
delays or fails to take a required action, or {®hen there is an administrative or other
emergency beyond the agency’s control. (d) Th@@geust document the reasons for
delay in the applicant’s case record. (e) The ayamust not use the time standards—(1)
As a waiting period before determining eligibilitpr (2) As a reason for denying
eligibility (because it has not determined eligtigilvithin the time standards).

1.2 To support timely and accurate client eligypdetermination.

1.3To assure payments in support of the programscargate and timely, and to procure
an effective fiscal agent.

2.1 To build and maintain a high quality, custorfoeused team.

3.2 To improve customer satisfaction with prograsesyices, and care.
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Schedule 6
Change Request for FY 0708

Department: Health Care Policy and Financing Dept. Approval by: John Bartholarmew Date: Mowvermber 1, 2006
Priority Number: Di-4 OSPB Approval: Date:
Program: Finance Division Statutory Citation: 255-5-318 (8) (3), CR.S.(2008)

Request Title: Public School Health Services Federal Corrections

1 2 3 4 5 [ 7 8 9 10
Total Decision/ Total Change
Prior-Year Supplemental Revised Base Base Movember 1 Budget Revised from Base
Actual Appropriation Request Request Request Reduction Request Amendment Request in Out Year
Funil FY 05-06 Fr 06-07 Fr 06-07 Fr 06-07 FY 07-08 FY 07-08 FY 07-08 Fr 07-08 Fr 07-08 FY 08-09
Total of All Line Items Total 32,431 406 45 395 G52 0 4k 895 652 47 357 109 184 520 47 541 (29 0 47 541 (29 184 520
FTE 194 35 22670 0.00 22670 226,90 0.00 22690 0.00 22690 0.00
GF 6,280 279 5,493,748 0 6,493 748 5931815 0 B 931 815 0 B 931 815 184 520
GFE 281 0 0 0 0 0 0 0 0 0
CF 0 0 0 0 0 0 0 0 0 0
CFE 9757 010 16,513,224 0 1B 513,224 16,524 593 0 16 524 593 0 16 524 593 0
FF 16,393 856 23,891 /A0 0 23,891 680 23,800,701 184 620 24 085 221 1] 24 085 221 0
(1) Executive Director's
Office, Personal Total 13,785,054 15,362 631 0 15 362 691 15,821,148 3584 520 16 205 GBS 0 16 205 GBS 3584 520
Services FTE 194,35 226.70 0.00 226.70 226.90 0.00 226.90 0.00 226.90 0.00
GF B,280 279 £, 493 748 0 b 493 748 £.931,.815 0 B 931 815 0 B 931 815 184 520
GFE 281 0 0 0 0 0 0 0 0 0
CF 0 0 0 0 0 0 0 0 0 0
CFE a07 578 a0B,203 0 206 203 517 572 0 217 572 0 217 572 0
FF 5,996 916 8,362,740 0 4,362,740 8,371,761 384 520 8,756 291 0 8,756 291 200 000
(5) Other Medical
Services, SB 97-101 Total| 18 646 352 31,535 961 0 31 535 961 31,535 961 200,000y 31,335 961 0 31,335 961 (200 000y
Public School Health FTE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Services GF 0 0 0 n 0 0 0 n 0 0
GFE I} 0 0 0 0 0 0 0 0 0
CF ] 0 0 0 0 0 0 0 0 0
CFE 9,249 432 16,007 021 0 16,007 021 16,007 021 0 16,007 021 0 16,007 021 0
FF 9,396,920 15528 940 0 15 528 240 15528 340 {200,000y 15328 940 0 15328 940 (200 000y

$384 520 is from federal funds revenue earned in the SB 97-101 Public School Health Services appropriation from claims subritted by the schoal districts. $184 520 is
to be transferred to the Departrment of Education for its administrative costs assoicated with this program.

Cash Fund name/number, Federal Fund Grant name: CFE: Certification of Public Expenditures FF: Title %
IT Request: Yes ¥  No(lf yes and reguest includes more than 500 programming hours, attach [T Project Plan)
Request Affects Other Departments: Yes ¥ HNo If Yes, List Other Departments Here:

Letter Notation:
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SELECT ONE (click on box):
MDecision ltem
O Base Reduction Item

CHANGE REQUEST for FY 07-08
EFFICIENCY AND EFFECTIVENESS ANALYSIS

[0 Emergency Supplemental Request Criterion:
[J Budget Request Amendment Criterion:
Priority Number: DI-9

Change Request Title:

Public School Health Services Corrections

Long Bill Line Item(s)

(1) Executive Director’s Qék, Personal Services; (5) Other Medical Servis&s97 -
101 Public School Health Services

State and Federal Statutory Authority:

25.5-5-318 (8) (a), C.R.S. (2006), 42 C.F.R. S88.31

Summary of Request (Alternative :A)

This Request seeks the following:

1.

2.

3.

A transfer of $200,000 in federal funds to the Exie® Director’'s Office, Personal
Services line with a corresponding reduction toedtiledical Services, SB 97-101
School Based Health Services, in order to adopteb@emmendations contained in an
audit conducted by the Centers for Medicare and id&gdl Services from July to
November 2004.

To eliminate the double-counted transfer of furathe Department of Education for
health care services that are paid directly to gctistricts.

A technical adjustment to transfer federal fundimgpugh the Department’s Personal
Services line item in the amount of $184,520 torappately draw the federal funds
before they are transferred to the Department aicktion for its administrative
oversight of this program.

There is no General Fund impact.

Page G.2



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIBMIG - FY 07-08 CHANGE REQUEST

Alternative A {Recommended alter native}:

Problem or Opportunity Description

The Colorado Medicaid Expanded School Health Prag@imburses authorized public
school districts, Boards of Cooperative Educatang State K-12 educational institutions
for qualified expenses. Allowable Medicaid expeng® this program, generated at the
educational institutional level, are matched byfeaeral government dollar-for-dollar in
Colorado. The process used to earn this fedevantee is known as certification of
public expenditures. Under the certification ps®sea public entity incurs costs for
providing services to Medicaid clients which arewhble for reimbursement for federal
matching funds. As such, the public entity, whiohthis case is most often a public
school district, completes a certification formtistg that it truly incurred these costs and
submits this certification to the Department. Toestification, which shows up in the
Department’s budget as Cash Funds Exempt, servdbeaState’s portion of these
Medicaid reimbursable expenditures. The Stateigoiis then matched by Title XIX
federal funds, and as the Single State Agency fedib&id, these funds are drawn down
through the Department’s budget. The Departmesn frasses this earned revenue back
to the providers as reimbursement for 50% of thpeasitures already incurred. As
federal funding is a portion of this program’s fingl the Colorado Medicaid Expanded
School Health Program is subject to federal ovetsiy the Centers for Medicare and
Medicaid Services.

In 2004, as part of the statewide revenue maximozatontract with the Office of State
Planning and Budgeting (OSPB), Public Consultingupr(PCG) was invited to review
the Medicaid reimbursement rate-setting methodolfmyythe School Health Services
program. The purpose of this review was to deteenii there was any opportunity to
increase the reimbursement rates using all allosvabsts and according to the method
set forth in the Medicaid State Plan. The revielentified several errors in the rate
calculation that unintentionally lowered the reimrgement rates paid to school districts.
PCG corrected the errors and submitted a retr@activrection claim for FFY 02-03 and
FFY 03-04 totaling over $11 million in additionaledicaid reimbursement. The Centers
for Medicare and Medicaid Services rejected thanecland Colorado is pursuing an
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appeal with the Departmental Appeals Board. P@@&slvement with the Departmental
Appeals Board appeal continues under the OSPBamirttirough FY 05-06.

Also in 2004, the Centers for Medicare and Medi&eavices performed an audit on the
certification of public expenditures and a revieiMGmlorado’s Medicaid School Based
Services Programs. Among the recommendations stdahin its report, the Centers for
Medicare and Medicaid Services requested that thete Scomplete an annual
reconciliation of interim payments reported on teetifications of public expenditures to
actual incurred expenditures at the individual stHevel. This recommendation is to
ensure that the State is only reimbursing provid@rsactual incurred costs according to
federal requirements and as outlined in Colora8téde Plan.

In addition for the need to have an independenit@uckview the certification process,
the Centers for Medicare and Medicaid Services msommended that the rates used in
the Colorado Medicaid Expanded School Health Pragsa cost-based, district specific,
and should incorporate an annual time study. Téet&s for Medicare and Medicaid
Services requests that Colorado provide more irdtion showing that established rates
for the program represent only actual costs incuatethe individual provider level, and
substantiated this request by citing the ColoratideSPlan (section 4.19-B) where the
State established that it would assure rates oglyde incurred costs.

The second issue in the request involves elimigatite transfer of funds for medical

services to the Department of Education. In rebestbry, the Joint Budget Committee

has eliminated several Cash Funds Exempt line itemserder to decrease double
counting in the State budget. The history of wing tvas done for this program appears
to be informative, so that the Department of Edocatan be aware of the medical
expenditures for the School Based Services Progbamnthe Department of Education

does not utilize this funding for any administrator service activity.

The third issue is in regards to establishing asfier of funds from Health Care Policy
and Financing to the Department of Education, rathen a direct appropriation. This
issue was first raised in a November 1, 2002 BuBgeguest, but due to the complexity
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General Description of Alternative

of issues being presented, and the scope of thgebuwdductions occurring at the time,
the request was not implemented in the budget. reCong this technical error was

planned for the next time a School Based Serviegsast was submitted, which is at the
current time.

This Request is for an appropriation of $200,00@ederal funds to the (1) Executive
Director’s Office, Personal Services line item, andorresponding reduction in the (5)
Other Medical Services, SB 97-101 Public SchoolltHeBervices appropriation. These
funds are to comply with audit recommendations. difidnally, this Request is to
eliminate an informational transfer of funds to tBepartment of Education in the
amount of $15,528,941. Lastly, this request isdorincrease of $184,520 in federal
funds to the Department’s Personal Services lingpfaropriately draw the federal funds
in the Single State Agency before they are transfieto the Department of Education, as
this funding does not currently appear anywheitténDepartment’s budget.

There is no General Fund impact.
1. Fund Audit Recommendations

As a result of recent Centers for Medicare and Rrdi Services (CMS) guidance, the
Department is seeking a contractor to assist wavelbping an updated School Health
Services rate setting methodology, specificallyhia areas of district specific rates and a
cost-settlement process to compare actual cogtaytments made to participating School
Health Services providers. Planning and adminrggetime studies to support the rate-
setting methodology will be included in the expédcseope of work. The contractor shall

also assist the Department in drafting a revisemteSPlan Amendment (SPA) that

includes all proposed changes to the School Headtlvices rate-setting methodology,

and the training of school staff. Additionally,deal on audit findings presented to the
Department by the Centers for Medicare and Medi&edvices, the contractor is to

develop the audit process and materials to fatlpaogram reviews at the school level in
order to insure compliance.
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Responsibilities will include the contractor drafia State Plan Amendment that adheres
to the new Centers for Medicare and Medicaid Ses/irequirements, defining allowable
costs, and setting requirements for client eligyil In addition, it will conduct a
statewide random moment time study (RMTS) to dgvelistrict specific rates. Finally,
the contractor will provide assistance in the &egtion of the public expenditures
process, and provide a transition plan and trainadpoth the Department and school
staff.

As the combined departments’ administrative costsveell within the 10% limit, this
Request is requesting to re-appropriate $200,00€deral funding, by reducing the
federal funds in the SB 97-101 Public School Hedhbrvices appropriation, and
increasing the Personal Services appropriatiorhbylike amount. Appropriating these
dollars to the Department’s Personal Services gpjaion will then allow for an outside
contractor to be hired, to address federal direstiv

The anticipated timelines in the table below rdflde Department’'s actions to hire a
contractor beginning in FY 06-07 and to allow foe tDepartment to hire a contractor
using the request for proposals selection procgsiuly 1, 2007. In order to meet the
July 1, 2007 start date, the Department needshimisia request for proposals by January
2007.

For FY 06-07, the Department proceeded with a solgce contract, which was awarded
to Public Consulting Group (PCG) with a start daté®ctober 1, 2006. In 2004, as part
of the statewide revenue maximization contract wita Office of State Planning and
Budget, Public Consulting Group was invited to esvithe Medicaid reimbursement rate-
setting methodology for the School Health Servipegyram. The purpose of this review
was to determine if there was any opportunity wrease the reimbursement rates using
all allowable costs and according to the methodfeeth in the Medicaid State Plan.
Public Consulting Group was also asked to develohoa based health rates
prospectively for FY 05-06, and provisional ratesén been established with the results
of time studies conducted by Public Consulting Grou
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Based on this experience, Public Consulting Gro#s lgained a comprehensive
understanding of the rate-setting process. Thaswitant is uniquely positioned to work
with the Department based on the previous work @Wihorado’s School Health Services
program and their expertise working with the CextdrMedicare and Medicaid Services
in other states. The Department expects that Rutiblic Consulting Group’s assistance,
pertinent methodology and processes developed i66-87 will position the department
to release a request for proposals for a new vemddéyY 07-08. Public Consulting
Group’s history with the Department and the wor&ytinave completed to date on rate
revision, time study activities, and their past gudential contributions to the appeals
board are critical to the continued improvement anthpliance of the School Health
Services Program.

2. Eliminate Transfer of Medical Services Funding

As shown in the Calculations for Alternative’s Furg] the Department of Education

receives $15,713,461 in Cash Funds Exempt for FE06The Department of Education
requires $184,520 of this amount to fund its adstiative costs. $15,528,941 in federal
funds is paid directly to school districts by H&alCare Policy and Financing.

Apparently, the showing the $15,528,941 as Cashd$wxempt in the Department of
Education budget is for informational purposes. weweer, this transfer creates a
budgetary double count that serves no purpose thtlaerto be informational, since the
Department of Education does not distribute thisxeyo The Department is therefore
requesting that this double count be eliminated.

3. Transfer Department of Education Administrationotigh Health Care Policy and
Financing

As stated in the Problem or Opportunity Descriptaimove, all Medicaid allowable
expenditures at the educational institution leved aeimbursable at a 50% federal
financial participation rate. However, if one waslook at the current appropriation for
SB 97-101 Public School Health Services, it is appathat the fund splits in this
budgetary line are not at 50% Cash Funds Exempt588d federal funds. This is
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because 25.5-5-318 (8) (a), C.R.S. (2006) statdsallowable State administrative costs
for contracts for both the Department and the Depamt of Education can be
compensated with earned federal revenue, so lorthissamount does not exceed ten
percent of the total federal funds in the program.

The chart below outlines the anticipated FY 07-@&imistrative costs that are carved out
of the reimbursement line item SB 97-101 Public dathHealth Services, and
appropriated to other appropriations within the &épent's budget. To date, the
Department’s Long Bill appropriation for SB 97-1Piblic School Health Services has
not identified the transfer of federal revenue frtms appropriation to either internal or
external administration areas. Yet, the federaémee does appear in the Department’s

administration line items, aside from the Cash BuBg@empt amount transferred to the
Department of Education.

FY 07-08 Base Request for SB 97-101 Public School Health Services
Total Funds Cash Funds Exempt* Federal Funds

Anticipated Expenditures at the Educational IntttuLevel $32,014,041 $16,007,021 $16,007,020
Carve-out of Administrative Costs

Personal Services $99,060 $0 $99,060

Operating Expenses $1,478 $0 $1,478

Medicaid Management Information Services Caitr $193,022 $0 $193,022

Administration at the Department of Education $184,520 $0 $184,520
Appropriation for Reimbursement to Educational ilm&ibns $31,535,961 $16,007,021 $15,528,940

* Aside from $100,854 from Tobacco Tax revenue,iCasnds Exempt represents expenditures at the gohakinstitution level and is therefore not aduhal
revenue for the institutions. All federal fundiftg the administrative carve-outs are appropria@gdederal funds in the indicated line items.

Based on this information, the Department is retjogghat $184,520 federal funds be
added to the (1) Executive Director's Office, PaoServices appropriation, which
would then be transferred to the Department of Btdor as Cash Funds Exempt through
an interagency agreement. This funding is alrezaiyed federal revenue from school
claims, and has already been reduced from the (&rQvedical Services, SB 97-101
Public School Health Services appropriation. Beeahe Department is the Single State
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Agency and must authorize all Medicaid federal gurzkfore delegation to another
agency, the Department is asking for this techradgistment.

Implementation Schedule:

Task Month/Y ear
Draft Request for Proposals Written December 2006
Request for Proposals Released January 2007
Contractor Selected April 2007
Contract Awarded/Signed May/June 2007
Contractor Start-up Date July 1, 2007

Calculations for Alternative’s Funding

Summary of Request FY 07-08 Total Funds | Cash FundsExempt | Federal Funds

Matches Schedule 6 and Recommended Request
Total Request FY 07-08 (Column 6) $184,520 $0 $184,520
(1) Executive Director’'s Office — Personal Services $384,520 $0 $384,520
(5) Other Medical Services — SB 97-101 Public Sthtealth Services ($200,000) $0 ($200,000)
Summary of Request FY 08-09 Total Funds | Cash FundsExempt | Federal Funds

Matches Schedule 6 and Recommended Request
Total Request FY 08-09 (Column 10) $184,520 $0 $184,520
(1) Executive Director’'s Office — Personal Services $384,520 $0 $384,520
(5) Other Medical Services — SB 97-101 Public Sthtealth Services ($200,000) $0 ($200,000)
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Impact on Other Areas of Government

The Department of Education’s budget will be ctd.

Department of Education Total Funds | General Cash Funds Federal
Budget I mpact Fund Exempt Funds
S.B. 97-101 Public School Health Service $15,713,461 $0| $15,713,461 $0

As appropriated in HB 06-1385, page 40

Removal of Funds for Schools ($15,528,941 $0| ($15,528,941 $0
Paid directly from Health Care Policy and Finandingchool districts
Net Remaining for FY 07-08 Budget Request $184,520 $0| $184,52(9 $0

With corrected letternote

®This amount shall be from federal Medicaid fundmsferred from the Department of Health Care Painy Financing for administrative expenditures inedi

by the Department of Education.

Assumptions for Calculations

The Department’s estimated cost for an outsidgraotor of $200,000 is based on an
estimate provided by Public Consulting Group whighs produced to address the
requirements outlined by the Centers for Medicaue ledicaid Services (CMS). In this

estimate, it is assumed that $25,000 would be reduo define Medicaid allowable costs
at the school level, set requirements for cliergilality, and assist the Department in
drafting and defending a State Plan Amendmenteaddderal Centers for Medicare and
Medicaid Services. As recently as July 2006, tlegddtment received notification of

denial from CMS for modification to the reimburserhenethodology in this program

through a State Plan Amendment. Therefore, tdifg would also include support for
challenging federal disallowances and the U.S. tHeahd Human Services appeals
board, in addition to funding updates to the SRit; each year for new CMS guidelines
and revisions to include a cost based reconcihatio

In addition, the estimated contractor costs incl$die,000 to conduct a statewide random
moment time study. This statewide study would tapleze over roughly twelve weeks,
and would generate the necessary data to asswbducing reimbursement rates. To
develop district specific rates based on cost aratcordance with the revised State Plan
Amendment, the Department estimates that thisteffirrequire $70,000 and will entail
assessing indirect and direct costs, create teagphat incorporate old and new data
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Concerns or Uncertainties of Alternative

sources, and prepare an analysis of the impactleatwald and new rates across all school
districts.

Finally, the estimate includes $65,000 for the wwtor to assist the Department and
providers in the certification of the public expéndes process, providing a transition
plan and training to employees of the Departmentaron-going basis, and allow for
general consulting to maintain the program witleddral guidelines.

The Department will develop the requests for prafgo$or the contractor with existing
resources; therefore, no funding is requestedhiergurpose.

Contractor costs are estimated above and theesédar proposals might not attract a
satisfactory contractor. However, the Departmeglielles that this estimate will be
sufficient compensation for the tasks required, daés not believe that this scenario is
very likely.

Alternative B {Status quo; no changein funding; not recommended}:

General Description of Alternative

This alternative would maintain current fundirayels in the SB 97-101 Public School
Health Services appropriation, and not approprsatme of the federal funds revenue
generated from the certification of public expeudit process to the Department’s
Personal Services appropriation. However, the Beyat would proceed with hiring a
contractor to address recommendations made by eh&es for Medicare and Medicaid
Services as outlined in Alternative A. Howeverpgeeding without a specific budget
action would force the Department to spend dire@tyn the Public School Health
Services line, which does not provide for budgetnsparency for administrative
expenditures. As the Department is well below @6 statutory allowance for
administration costs of this program, the Departnhes sufficient room to accommodate
this need within the existing appropriation. Thé 66-07 administrative amounts for
this program currently total to $478,080 and inelu§99,060 in Personal Services,
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Calculations for Alternative’s Funding

Concerns or Uncertainties of Alternative

$1,478 in Operating Expenses, $193,022 in Medib#adiagement Information Systems
Contract, and $184,520 transferred to the Depaittfeaducation.

Considering actual expenditures in the SB 97-10ho8k Based Health Services
appropriation were equal to $18,646,352 in FY 0530Bich is a shortened fiscal year
due to the passage of SB 06-129 (Cash Accountifly Birrrent administration is only
2.6% of the program line ($478,080 / $18,646,352.6%). Including an additional
$200,000 for a contractor will therefore increadmamistration expenditures to 3.6%.

Alternative B also would continue to transfer thedical services funding, which are
100% federal funds in the Department's budgethe@oDiepartment of Education as Cash
Funds Exempt. This continues to double count &&&rmillion in the State budget.

Lastly, this alternative would not appropriate tditional $184,520 in federal revenue
to the Department’s (1) Executive Director’'s Offiekersonal Services appropriation, nor
add a letternote stating that these funds arefaard to the Department of Education.

No change in funding with this alternative.

Unlike all other administration associated wikiistprogram, where the federal revenue
has been appropriated to the appropriate line it@ittsn the Department’s budget, and
corresponding federal revenue has been carved fotlieoSB 97-101 Public School
Health Services appropriation, this alterative wloldave some administrative costs
lumped in with the reimbursement passed along éostthool districts. This alternative
would also continue to omit the level of clarityathshould be included in the
Department’s budget regarding the administratisiassociated with this program.

Supporting Documentation

Analytical Technique

Please see the Cost — Benefit Analysis below.
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Quantitative Evaluation of Performance -

Alternative

General Fund
Cost

Benefit

A

$0

The Department would hire the contractor to addaeskt recommendations by the Centers for

Medicaid and Medicaid Services and would pay fbegbenditures related to these services 0

ut

of the Department’s (1) Executive Director’s Offiégersonal Services appropriation. Under this

alternative, budget clarity would continue, repagtall administration for the School Based
Health Services program outside of the SB 97-10b8icBased Health Services line item that

has typically only denoted actual reimbursemeithéschools. In addition, this alternative would

add $184,520 in federal funds to the Departmergiséhal Services appropriation, with a

letternote indicating that this funding is transéerto the Department of Education. With the
addition of these funds and letternote, the Depamtia budget would more accurately reflect th
costs associated with administering the School @&kealth Services program.

$0

Under this alternative, there continues to be retscassociated with hiring a contractor to add
the Centers for Medicare and Medicaid Serviceswéder, this alternative would not continue
the clarity experienced in the budget for priocéisyears. Rather, this alternative would contin
to report some administration outside of the SBLOT-School Based Health Services
appropriation, and some (the contractor costs)iwitie appropriation. Alternative B maintaing
double count in the State budget. Alternative Rildalso continue to exclude $184,520 feder
funds in the Department’s budget, and would nougately reflect the amount of funding used

ne
€SS
ue
5 a

al
in

administering this program.

Statutory and Federal Authority

25.5-5-318 (8) (a), C.R.S. (2006) He&ervices — Provision by School Districtdnder

the contract entered into pursuant to this sectiangontracting school district shall

receive from the state department all of the federatching funds for which it is eligibl

e

under the contract, less the amount of state adimnative costs allowed under

paragraph (b) of this subsection (8). All moneysereed by a school district pursuant

to

this section shall be used only to offset costsirnec for provision of student health
services by the school district or to cash funddetu health services in the school

district.
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42 C.F.R. Section 433.51 Public funds as tla@eShare of financial participation(a)
Public funds may be considered as the State's shactaiming FFP if they meet the
conditions specified in paragraphs (b) and (c) lmEtsection. (b) The public funds are
appropriated directly to the State or local Medtagency, or transferred from other
public agencies (including Indian tribes) to theat®t or local agency and under its
administrative control, or certified by the contuing public agency as representing
expenditures eligible for FFP under this sectioft) The public funds are not Federal
funds, or are Federal funds authorized by Fedesal to be used to match other Federal
funds.

Department Objectives Met if Approved 1.5 To accurately project, report, and managegbétaty requirements to affect Executive
and Legislative intent with program and budget tgw@ent and operations. To
accurately record and monitor expenditures for oy managed by the Department so
there may be accurate financial reporting at ales.

2.3 To audit expenditures for fraud, abuse, cl@igibility, and accuracy in third party
payments both internally and with the use of caggity contractors.
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Department:
Priority Number:
Pragram:
Request Title:

Health Care Policy and Financing

DI-10

Office of Medical Assistance

Change Request for FY 07-08

Schedule 6

Dept. Approval by:
OSPB Approval:

Statutory Citation:
Move Administrative Contracts in Medical Services Premiums to the Executive Directar's Office Long Bill Group

John Bartholomew

Date: MNovemnber 1, 2006
Date:
25 5-5-316, C. R .S (2008), 25 5-B-106, CR.S. (2006)

1 2 3 4 5 6 7 8 9 10
Total Decision/ Total Change
Prior-Year Supplemental Revised Base Base November 1 Buidget Revised from Base
Actual Appropriation Request Request Request Reduction Request Amendment Request in Ot Year
Funidl Fr 05-06 FY 06-07 Fy 06-07 Py 06-07 FY 07-08 Fr 07-08 FY 07-08 FY 07-08 Fy 07-08 P 08-09
Total of All Line ltems Total|1 995 575 191 |2.111 287 559 021112587 555 |2,125 566,186 02125565 186 0 |2,125 566,186 u]
FTE 0.0a 0.0a 0.0a 0.00 0.00 0.00 0.0a 0.0a 0.0a 0.0a
GF| 715113459 F40,721 857 a F40 721 857 | 746 875 977 a V4B 8575 977 a VA6 575 977 a
GFE| Z&1,300 000 246,100,800 ] 256,100,000 | 255,100,000 ] 256,100 004 u] 256,100,000 u]
CF a 7EA512 a 76512 76512 a 7B 512 a 7B 512 a
CFE 23713210 55,563 806 ] 55 563 805 56 549 000 ] 56,545 000 o 56,549 000 o
FF| 995 549 521 |1 058 5825 354 0 | 1,058 825 3584 11,065 964 597 0 [ 1,065 9654 597 0 | 1,065 964 597 a
{2} Medical Services
Premiums Total|1 996 576,191 |2,111 287 559 O 2111287 559 |2,125 866 186 | (22,705,084)| 2,102 851 102 0| 2102861102 22,705 084
FTE 0.0a 0.0a 0.00 0.00 0.00 0.00 0.0a 0.0a 0.00 0.0a
GF| 715,113,459 740,721 857 ] FA0 721 857 | F4BEVS BV | (07224600 V36,153 517 u] 736153 517 10,722 460,
GFE| 261,300,000 256,100,000 a 256,100,000 | 256,100,000 a 256,100,000 a 256,100,000 a
CF u] JB512 ] 7B A2 7B A2 ] 7B 512 u] 7B 512 u]
CFE 23,713 210 55 563 806 a 55 563 806 56 549,000 [955,194) 55 563 806 a 55 563,806 (9551943
FF| 995549 521 |1 055 525,384 0]1,058825354 1,065 8964 597 | (10,997 4303|1054 967 267 0 | 1,054 957 267 (10,297 430
{1} Executive Director’s
Office Total o o ] ] ] 4949 4532 4949 432 o 4949 4532 4,949 432
Disease Management FTE 0.0a 0.0a 0.00 0.00 0.00 0.00 0.0a 0.0a 0.00 0.0a
{new line) GF u] u] ] ] ] 1,489 547 1,489 547 u] 1,489 547 1,489 547
GFE u] u] ] ] ] ] u] u] ] u]
CF a a a a a a a a a a
CFE u] u] ] ] ] 935,194 935,194 u] 935,194 935,194
FF a a a a a 2474 741 2474 741 a 2474 741 2474 741
{1} Executive Director’s
Office Total a a a a a 17 755 B02 17 755 BO2 a 17 755 BOZ2 17 755 BO2
Single Entry Point FTE 0.0a 0.0a 0.00 0.0o0 0.0o0 0.00 0.0a 0.0a 0.00 0.0a
Case Management GF a a a a a 9232913 9232913 a 9232913 9232913
{new line) GFE u] u] ] ] ] ] u] u] ] u]
CF u] u] ] ] ] ] u] u] ] u]
CFE a a a a a a a a a a
FF i i a a a 5,522 689 5,522 B89 i 5,522 689 8,522 539

Letter Notation:

IT Request: Yes

Cash Fund name/mumber, Federal Fund Grant name:

ol Mo (If ves and request includes more than 500 programming hours, attach IT Project Plan)
If ¥es, List Cther Departments Here:

Request Affects Other Departments:

Yes

v No
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CHANGE REQUEST for FY 07-08

EFFICIENCY AND EFFECTIVENESS ANALYSIS

SELECT ONE (click on box):
M Decision ltem
O Base Reduction Item

0 Supplemental Request Criterion:
[J Budget Request Amendment Criterion:
Priority Number: DI-10

Change Request Title:

Move Administrative Contracts in Medical Servicesiiums to the Executive
Director's Office Long Bill Group

Long Bill Line Item(s)

(1) Executive Director’'s Gék, Disease Management (new line); (1) Executive
Director’s Office, Single Entry Point Case Manageitn@ew line); (2) Medical Services
Premiums

State and Federal Statutory Authority:

25.5-5-316, C.R.S. (2006)

25.5-6-106, C.R.S. (2006)

Summary of Request (Alternative :A)

This Change Request is to move a total of $2208260f administrative costs from the
Medical Services Premiums Long Bill group to theeEixtive Director’s Office Long Bill
group. This request incorporates expenditureshiDepartment’s disease management
programs and the Department’s single entry poiogm@m. For both programs, the
service provided is primarily administrative in una.

Alternative A {Recommended alternative}:

Problem or Opportunity Description

Disease M anagement

Beginning in July 2002 the Department of Health eCdpolicy and Financing
implemented several targeted disease managemenpmgrams, as permitted in HB 02-
1003. Specifically, the Department was authorizedaddress over- or under-utilization
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or the inappropriate use of services or prescrptougs, and that may affect the total
cost of health care utilization by a particular Mbaad recipient with a particular disease
or combination of diseases” (25.5-5-316 (2) C.RZ06)). Initially, pilot programs
were funded solely by pharmaceutical companieshb&gdn and ended at different times
between July 2002 and December 2004.

During the pilot program, the Department initiasslen disease management programs
to identify the most appropriate strategies to awntising health care costs, improve
access to services and improve the quality of frarthe fee-for-service Medicaid clients.
The targeted disease conditions included high-n$ants, clients with asthma, clients
with diabetes, clients with schizophrenia, femdients with breast and cervical cancer,
and clients with chronic obstructive pulmonary ds®  Additionally, the Care
Management Organization pilot was established tordinate all of the disease
management programs and to establish a means ddroad! fee-for-service clients to
obtain intensive case management or health congseli

The pilot programs revolved around three key mathagee principles: appropriate and
timely access to health care services, evaluatiohsapport for adherence to appropriate
medical regimens/treatments and provision of natlgn recommended practice
guidelines for each chronic disease. The pilogams enabled the Department to obtain
actual Colorado Medicaid disease management dateemperience to be utilized for
future program development.

As a result of the pilot programs, the Departmeag Bntered into permanent contracts
with two disease management companies for two lhealtditions: clients with asthma,
and clients with diabetes. In FY 05-06, the Deaparit's appropriation for Medical
Services Premiums contained $627,778 total fun843889 General Fund) for these
disease management contracts (Figure Setting, Ma&cR006, page 128).

For clients with asthma, the Department contradth Wlere Medical Incorporated to
provide appropriate management to achieve costgavreducing hospitalizations and
emergency room visits. For clients with diabetd® Department contracts with
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McKesson Health Solutions to provide appropriateaggment to achieve cost-savings,
reducing hospitalizations and emergency room visits addition, funding for disease
management programs above the FY 05-06 level wHwiazed in HB 05-1262, and
comes from the Tobacco Tax Cash Fund. Section22#17 (2) (d) (IV) (A) C.R.S.
(2006) specifies that the funding from the Departired Public Health and Environment
shall be used “...for medicaid disease managemegtqmts... that address cancer, heart
disease, and lung disease.” The Department iemilyrin the process of adopting
programs which meet these requirements.

During Figure Setting for FY 06-07, the Joint Bud@mmittee estimated that disease
management contracts would cost $4,568,554 totalsfu Of this estimate, $310,876 is
General Fund, $1,000 is from the Health Care Expansund, $584 is from the Breast
and Cervical Cancer Prevention and Treatment Fih@70,388 is a transfer from the
Department of Public Health and Environment, anc82,707 is from federal funds

(Figure Setting, March 13, 2006, Appendix B, pafje 1

In addition, in SB 06-165, the Department receiaedhorization “...to conduct pilot
programs to investigate the feasibility of managamgl treating recipients with specified
chronic medical conditions using telemedicine wivene@ppropriate.” The Department’s
authority to conduct these pilot programs is repea&iffective July 1, 2010. In FY 06-07,
the Department was appropriated $33,280 for Medidsianagement Information
Systems changes to implement pilot programs, andYir07-08, the Department was
appropriated $380,928 for pilot programs, with ktexl offset for expected savings in
Medical Services Premiums.

When reporting actuals, costs for disease manadgepregrams are reported under
Service Management, such as in Exhibit N of theré@ly 15, 2006 Budget Request.
However, since the Department budgets the MedieaviG&s Premiums by eligibility

category, not by service category, there is no btetyjamount for FY 06-07 or “base
request” for FY 07-08.
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In current contracts, the Department’s disease geanant contractors operate on a fixed
budget (specified in the contract), and client #émrent may not exceed a fixed number
of clients that the Department has determined shell managed on that budget.
Contractors accept new clients only up to the éeedimit as specified in the contract.
The Department anticipates that new contracts &suat of Tobacco Tax funding and
funding from the Telemedicine pilot programs w#l bubject to the same requirements.

Single Entry Points

The single entry point system was establishedHerdoordination of access to existing
services and service delivery for all long-termecelients in order to provide utilization
of more appropriate services by long-term carentdi@ver time and better information
on the unmet service needs of clients (25.5-6-T0R,.S. (2006)). A single entry point
agency is an agency in a local community througkclvpersons eighteen years or older,
who are in need of long-term care services, caesacoeeded long-term care services
(25.5-6-106 (3) (a), C.R.S. (2006)).

The single entry point agency is required to sexents of publicly funded long-term
care programs including nursing facility care, Hoaved Community Based Services
(HCBS) for the elderly, blind and disabled, HCBS fewersons living with acquired
immune deficiency syndrome, HCBS for persons withirbinjury, HCBS for persons
with mental illness, long-term home health carapbacare allowance, alternative care
facilities, adult foster care, and certain in-hoseevices available pursuant to the federal
Older Americans Act of 1965 (25.5-6-106 (3) (b)RG. (2006)).

The major functions of single entry point agencieslude providing information,

screening and referral, assessing clients’ neeel&loping plans of care, determining
payment sources available, authorizing provisioton§-term care services, determining
eligibility for certain long-term care programs,lidering case management services,
targeting outreach efforts to those most at risksfitutionalization, identifying resource
gaps, coordinating resource development, recoveawgrpayment of benefits and
maintaining fiscal accountability (25.5-6-106 (8),(C.R.S. (2006)). Single entry point
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agencies also serve as the utilization review doatdr for all community based long
term care services.

Single entry point agencies are paid a case maragdee for each client admitted into a
community based service program. This fundindi@a as “Single Entry Points” under
Service Management in Exhibit N of the February 2806 Budget Request, and is the
funding addressed by this Change Request. Agacause the Department does not
budget by service category, there is no budgetemiatrand only actuals and calculations
are reported. Single entry point agencies alseivecpayment for services provided in
connection with the development and managementon§ lterm home health prior
authorization requests, for work associated wittntlappeals and for utilization review
services related to HCBS and nursing facilities. tHis case, the single entry point is
functioning as a provider and the costs are redteander “Community Based Long Term
Care” on the same Exhibit N. Such service cogat affected by this Request.

On November 1, 2002, the Department submitted artdpr Footnote 52 of HB 02-
1420, describing the payment methodology for simgigry point agencies. However, in
preparing this Change Request, it came to lighttth@process described in the footnote
report is not being used. Instead, individual Erentry point agency contract amounts
are determined using data from each single enint pgency’s previous year’s history of
client and activity counts. At the end of the cantryear the actual client and activity
counts are reconciled against the projected céedtactivity counts. This process results
in either funds owed to single entry point agend@sservices delivered in excess of
funds received, or funds owed to the Departmenp&yments made in excess of services
delivered. The Department then issues a reconoiliastatement to collect for
overpayment or adjusts for underpayment up to theuat allocated. This payment
methodology, combined with close Department ovétsigncourages single entry point
agencies to enroll only those clients who are gmupaite for community based services.

Annual financial audits are conducted by the Departt to verify expenditures were
made according to the contract scope of work aattthassure single entry point agency
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General Description of Alternative

compliance with general accounting principles aeddfal OMB circulars. If the audit
identifies misused funds, the amount misused ieci@d through a recovery order.

The Department considers the contract terms, fsedl quality reviews to be incentives
for single entry point agencies to serve clientzrapriately.

Disease M anagement

The Department requests to move appropriated doftar administrative costs of the
disease management program from the DepartmentticileServices Premiums Long
Bill group to a new line item in the Department’se€utive Director’'s Office Long Bill
group, called Disease Management. This requéstdget neutral.

Unlike other services in the Department’'s Medicah&es Premiums Long Bill group,

the Department does not request yearly utilizatipoost-per-client (per capita) increase
for disease management programs. Calculating erease in utilization or per capita
would not accurately reflect the nature of the caxts. The Department’s contractors for
disease management have accepted contracts badedioability to handle a certain

fixed caseload. Simply increasing the contract @mowould not enable the

Department’s contractors to handle additional casel

The disease management programs are similar inrendtu other programs in the
Department’s Executive Director's Office Long Bdroup, such as Drug Utilization

Review, Acute Care Utilization Review, Long—Termr€dJtilization Review, External

Quality Review, and the Early Periodic Screeningagdosis, and Treatment Program.
Although these programs deal with managing a clemtedical services, they are not
medical services. Similarly, disease managemengrams offer services such as
assessments of the status of the client’s diseabenadical history, care plan evaluation,
interaction with appropriate medical providers, aeléphone contact with the client or
the client’'s parent. Such services are not besedsudo include in the Department’'s
Medical Services Premiums Long Bill group, due keit inherently administrative

nature. Including these costs in the Medical SewiPremiums Long Bill group can
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skew the actual utilization and per capita trengsineluding fixed price contracts in
overall expenditures, providing an inaccurate petf how Medical Services Premiums
is changing over time.

Single Entry Points

The Department requests to move appropriated doftar administrative costs of the
single entry point agencies from the Departmentédidal Services Premiums Long Bill
group to a new line item in the Department's ExeeuDirector's Office Long Bill
group, called Single Entry Point Case Management.

Contracted payments to a single entry point aganeybased upon the number of clients
the single entry point agency actually serves wath artificial overall cap on the
expenditures. However, before the actual caselsakhown, the Department makes
estimated payments to the single entry point agenty such time as the final caseload
is available. Once the Department verifies theslcagl, the Department reconciles with
each agency, to ensure that the single entry pgi@bcy has been paid appropriately, and
not over- or under-paid for services rendered. ddrithe cash accounting system of
Medical Services Premiums (as specified by 25.94-21), C.R.S. (2006)),
reconciliations with single entry point agenciee @erformed in a future fiscal year.
These reconciliations are unknown and impact requesr projections. In an
administrative line, however, the Department wdutdable to manage the reconciliation
under generally accepted accounting principlesallmwing the Department to record a
payable to account for the reconciliation.

Additionally, under an administrative line, the Regnent would be able to fully manage
funding for single entry points to its appropriatio Currently, under Medical Services
Premiums, a single entry point agency may exceeddnhtracted value by taking on a
large number of additional clients above the prig@caseload number. A single entry
point agency could maximize revenue by performonglterm case assessments and case
management on as many clients as possible, wheth®&st such services are necessary.
By placing single entry points into an administratiine item, single entry points lose
any incentive that they might have to seek out taaidhl clients to try to evaluate for
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entry into long term care programs. Single enmns gain an incentive to carefully
choose clients to evaluate for long term care @ogr; as a single entry point that does
not carefully manage its caseload will not be reirsbd for such services above the

contract amounts.

Unlike other services in the Department's Medicatvi&es Premiums Long Bill group,

the Department does not request yearly utilizatipoost-per-client (per capita) increase
for single entry point agencies. The DepartmermRsquest for Medical Services

Premiums includes only an increase for the expetteckase in caseload. However,
these caseload adjustments are rudimentary andaiésb on an inconsistent basis.

The functions that single entry point agencies grerf under the Medical Services
Premiums Long Bill group are similar in nature be tservices that these same agencies
perform under the Department’s line item for Lorgym Care Utilization Review, in the
Executive Director’'s Office Long Bill group (andnsiar line items mentioned above).
Under the Long Term Care Utilization Review linent, the single entry point agency
performs long term care assessments, pre-admissieening, and private duty nursing
approvals, among other functions. Under the Méd&=rvices Premiums Long Bill
group, the single entry point agency perform sweftises as case management, outreach
efforts to those most at risk of institutionalizatj and coordination of resources. While
necessary, such services are primarily adminiggati nature, and not best suited for
inclusion in the Department’s Medical Services Huens Long Bill group. Similar to
disease management, including these costs in tltkchleServices Premiums Long Bill
group can skew the actual utilization and per eapi#nds by including administrative
expenditure contracts in the overall percent chengeoviding an inaccurate picture of
how Medical Services Premiums is changing over.time

It is anticipated that when the Department requarehange in funding for single entry
point agencies or for disease management, the Degatr will seek a revised

appropriation via the Change Request process.

Page G.9



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIBMIG - FY 07-08 BUDGET REQUEST

Calculations for Alternative’s Funding

Summary of Request FY 07-08

Cash Funds

Matches Schedule 6 and Recommended Request Total Funds General Fund Exempt Federal Funds
(2) Medical Services Premiums _ ($22,705,084]  ($10,722,460 ($985,194)  ($10,997,430
(move Disease Management and Single Entry Points)
(1) Executive Director's Office $4,940,482  $1,489,547 $985,194 $2,474,741
Disease Management (new line)
(1) Executive Director's Office $17,755,602 $9,232,913 $0 $8,522,689
Single Entry Point Case Management (new line)
Total Incremental FY 07-08 Request $0 $0 $0 $0

Summary of Request FY 08-09 Cash Funds

Matches Schedule 6 and Recommended Request Total Funds General Fund Exempt Federal Funds
(2) Medical Services Premiums _ ($22,705,084]  ($10,722,460 ($985,194)  ($10,997,430
(move Disease Management and Single Entry Points)
(1) Executive Director's Office $4,940,482  $1,489,547 $985,194 $2,474,741
Disease Management (new line)
(1) Executive Director's Office $17,755,602 $9,232,913 $0 $8,522,689
Single Entry Point Case Management (new line)
Total Incremental FY 08-09 Request $0 $0 $0 $0
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Tablel
Disease Management Funding
Total Funds General Fund Cash Funds Federal Funds Notes
Exempt
0, 0,

Base Disease Management $627,778 $313,889 $0 $313,889 ?uonf;’sGe”era' Fund, 50% Federal
HB 05-1262 0 0
Tobacco Tax Disease | $3,940,776 $0 $1,970,388 $1,970,38¢ 2070 Cash Funds Exempt, 50%

Federal fund$
Management
HB 06-165 0 0
Telemedicine Disease | $380,928 $190,464 $0 $100,464) >0 General Fund, 50% Federal
Management
Total $4,949,482 $504,353 $1,970,388 $2,474,741
(1) Cash Funds Exempt from the Health Care Exparisimd

Table2
Single Entry Point Funding
Total Funds| General Fund Cash Funds Federal Funds Notes
Exempt

4% of Total is State Only, Remaind
Base Single Entry Poift | $16,747,227 $8,708,559 $0 $8,038,668 is 50% General Fund, 50% Federa

funds.
HB 05-1243 4% of Total is State Only, Remaind

i o) 0,
Consumer Directed Cadfe $1,008,375 $524,355 $0 $484,020 :czr?gsm General Fund, 50% Federa
Total $17,755,602 $9,232,914 $0 $8,522,688

(1) Total Request from Section E, Exhibits for Med Services Premiums, Exhibit I, Page 2.

(2) Consumer Directed Care from Section E, Exkifot Medical Services Premiums, Exhibit |, Page 2.
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Impact on Other Areas of Government

Assumptions for Calculations

There is no impact on other areas of governmeXithough the Disease Management
program receives a fund transfer from the DepartraERublic Health and Environment,
that transfer will not be affected by this Change&est.

Disease M anagement

Totals for Disease Management are taken from thbéoove. The calculations are also
included in Section E of this Budget Request (Eitbifor Medical Services Premiums),
exhibit I, page 5. Totals are held constant, ag till not increase without an additional
appropriation. Disease Management funding incli##940,776 from the Health Care
Expansion Fund, originally appropriated in HB 05%22nd appropriated in FY 06-07 in
the Long Bill (HB 06-1385), and increased fundinfy $880,928 for Telemedicine
programs (SB 06-165). For FY 08-09, the FY 07-8éheate is held constant.

Single Entry Points

Totals for single entry points for FY 07-08 aregakrom table 2, above. Rates paid to
single entry points will not change without an ddadial appropriation. The
Department’s estimate for FY 07-08 included incegasunding of $1,008,375 for
Consumer Directed Care (HB 05-1243), expectedad 3uly 1, 2007. For FY 08-09, the
FY 07-08 estimate is held constant. It is anti@dathat the Department will request a
Supplemental Request in FY 07-08 to ensure thaigortunding relative to caseload is
available.

Since a portion of the case management cost fgiesentry points is for non-Medicaid
clients, the federal share is calculated at 509686 of the total.

In the event that this Change Request is apprdaliesiChange Request will supersede the
Department’s Request for Medical Services Premiumregard to Disease Management
and Single Entry Points. For clarity, Attachmenoflthis Change Request is a revised
copy of Exhibit A from the Request for Medical Sees Premiums, with funding for
Disease Management and Single Entry Points removed.
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Concerns or Uncertainties of Alternative The Department has estimated Single Entry Poiognam costs using the estimated

increase in caseload the past. If the caseload sgnificantly, or the proportion of the
population which uses services at single entry tsothanges, the Department will
request funding through the Change Request praegksr than through the Medical
Services Premiums calculation.

Alternative B {Status quo; no changein funding; not recommended}:

General Description of Alternative

Calculations for Alternative’s Funding

This alterative would retain the funding for tlegministrative costs for disease
management and single entry points within Medi@aVBes Premiums.

Disease M anagement
No change in funding with this alternative.

Single Entry Points

Under Medical Services Premiums, the Departmentdvoontinue to request additional
funding for estimated caseload increases as pathefoverall estimate for Medical
Services Premiums, instead of as a separate Ch&wsgpiest. Under current
methodology, the Department calculates the estoinaterease in single entry point
expenditure for each aid category by inflating tim®st recent completed year of
expenditure by the estimated percent increase selaad from the base year to the
request year.

Under Alternative B, the Department would expereeran increase in funding of
$221,982 total funds from the amount in Alternativef this Request. Attachment 2 of
this Change Request, which is also contained irti@ed& of this Budget Request
(Exhibits for Medical Services Premiums), exhihiphages 2 and 3, calculates the total
estimate for Single Entry Points under the curmeathodology. The estimate under the
current methodology is $17,967,584, which includesincrease for estimated caseload.
The Department’'s Request in Alternative A is $1%,882, a difference of $221,982.
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Concerns or Uncertainties of Alternative

Alternative B would increase expenditures consistefth caseload trends in its
November 1, 2006 Budget Request.

This alternative would continue to fund the adsthative costs for disease management
and single entry points within the appropriatiom Medical Services Premiums. The
Department’s Request for Medical Services Premiwmogild not accurately reflect
medical services trends, due to the inclusion efd@tministrative services provided by
the disease management and single entry point gregr Under the cash accounting
system, payments made would occur in the year Vialig the year where original
expenditures occurred. Under the Medical Servikesniums Long Bill group, neither
the single entry point program nor the disease g@mant program would have its own
appropriation, and the Department could not man#dgse programs to a fixed
appropriation.

Supporting Documentation

Analytical Technique

Disease M anagement

Because the costs are fixed in both alternatiyesCiost-Effectiveness Analysis is used.

Alternative A is more effective because, for theeaost, it:

» Creates budget clarity for disease managementagregr

* Provides for transparency in the Department’'s budge these administrative
services;

* Is less administratively burdensome; and

* Provides for cleaner analysis of medical services.

Alternative B provides none of this effectiveness.

Single Entry Points

For single entry points, a risk and probability lges shows the potential impact to the
State for allowing single entry point services émain in Medical Services Premiums.
Under the preferred alternative, Alternative A, gebability of the Department making
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a large Supplemental Request due to an unexpetteshse in caseload is extremely low.
With a fixed appropriation, single entry point agexs would be required to manage to
contract amounts fixed by the Department’s totgrapriation. In the event of a large
increase in caseload, the single entry point ageranyd have to be selective about the
clients it evaluates.

Under the status quo, Alternative B, a large ineeem caseload would drive a larger
expenditure for Medical Services Premiums. In 3heflast 4 years, the Department has
experienced double digit caseload growth. In éheflast 7 years, the Department has
experiences caseload growth of at least 6.59%thdse six years, caseload growth has
averaged 9.21%. Because increases to single @uitris are determined as a function of
caseload growth, and assuming this pattern of cadejrowth continues, this implies that
there is a very strong chance, 86%, that the Médeavices Premiums will include a
significant increase due to single entry points.

Under Alternative A, the General Assembly can ehyi choose whether or not to fund
any Change Request providing additional fundingsfogle entry points.

Quantitative Evaluation of Performance -

Compare all Alternatives Disease M anagement
There are no quantifiable outcomes with Alterna#ve They are all qualitative benefits
as described in the Analytical Technique and theeGd Description of Alternative.

Single Entry Points

Alternative Cost
A $0
B $211,982
Statutory and Federal Authority 25.5-5-316, C.R.S. (2006). Legislative declaratio state department - disease

management programs authorization - report.
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Department Objectives Met if Approved

(2) The state department is authorized to develog inplement disease management
programs, for fee-for-service and primary care pbigs program recipients, that are
designed to address over- or under-utilization loe inappropriate use of services or
prescription drugs and that may affect the totaktcof health care utilization by a
particular medicaid recipient with a particular diase or combination of diseases. The
disease management programs shall target medicaapients who are receiving
prescription drugs or services in an amount thateeds guidelines outlined by the state
department. The state department shall not res&rictedicaid recipient's access to the
most cost-effective and medically appropriate pripsion drugs or services. The state
department may contract on a contingency basigherdevelopment or implementation
of the disease management programs authorizeddrstibsection (2).

25.5-6-106, C.R.S. (2006). Single entry point syste authorization - phases for
implementation - services provided.

(1) Authorization. The medical services board isebg authorized to adopt rules
providing for the establishment of a single entoynp system that consists of single entry
point agencies throughout the state for the purpmfsenabling persons eighteen years of
age or older in need of long-term care to accegz@jpriate long-term care services.

1.5 To accurately project, report, and managhgbtary requirements to affect Executive
and Legislative intent with program and budget tgw@ent and operations. To
accurately record and monitor expenditures for g managed by the Department so
there may be accurate financial reporting at ales.
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Schedule 6

Change Request for FY 0708

Department: Health Care Palicy and Financing Dept. Approval by: John Bartholomew Date: MNowvember 1, 2008
Priority Number:  DI- 11 OSPB Approval: Date:
Program: Safety-MNet Financing Section Statutory Citation: 2552101 42), CR.S.(2006); 24-22-117 (1) (c) (1), C.R.5. (2008)
Request Title: Technical Adjustrment to Old Age Pension State Medical Program
1 2 3 4 5 6 T 8 9 10
Total Decision/ Total Change
Prior-Year Supplemental Revised Base Base November 1 Budget Revised from Base
Actual Appropriation Request Redquest Redquest Reduction Redquest Amenidment Redquest in Ot Year
Fund FY 05-06 FY 0607 FY 06-07 FY 06-07 FY 07-08 FY 07-08 FY 07-08 FY 07-08 FY 07-08 FY 08-09
Total of All Line ltems Total| 14426 967 14 262 B3 0 14,262 BE3 13,055,483 725 468 13,780,951 0 13,780 951 0
FTE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
GF 0 0 0 0 0 0 0 0 0 0
GFE 0 0 0 0 0 0 0 0 0 0
CF 0 0 0 0 0 0 0 0 0 0
CFE 14 426 957 14 262 BE3 0 14 262 BE3 13,055 4583 725 AB8 13,780 951 0 13,780 951 0
FF 0 0 0 0 0 0 0 0 0 0
{2) Other Medical
Senices, 59“'."395 for Total| 14426 967 14 262 B3 0 14,262 BE3 13,055,483 725 468 13,780,951 0 13,780 951 0
Old Age Pension State FTE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Medical F'rugram GF ] ] ] ] ] N ] ] N ]
Clients GFE i i 0 0 0 ] i 0 ] i
CF 0 0 0 0 0 0 0 0 0 0
CFE 14 426 957 14 262 BE3 0 14 262 BE3 13,055 4583 725 AB8 13,780 951 0 13,780 951 0
FF 0 0 0 0 0 0 0 0 0 0

Letter Notation:

Cash Fund name/number, Federal Fund Grant name:

IT Request:

Request Affects Other Departments:

v No

Yes¥ No

CFE: Supplemental Old Age Pension Health and Medical Care Fund

(If yes and request includes more than 500 programming hours, attach IT Project Plan)
If Yes, List Other Departments Here:
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CHANGE REQUEST for FY 07-08

EFFICIENCY AND EFFECTIVENESS ANALYSIS

SELECT ONE (click on box):
M Decision ltem
O Base Reduction Item

[0 1331 Emergency Supplemental Request Criterion:

[J Budget Request Amendment

Criterion:

Priority Number:

DI-11

Change Request Title:

Technical Adjustment to Old Age Pension State Madrrogram

Long Bill Line Item(s)

(5) Other Medical Serviceservices for Old Age Pension State Medical Program
Clients

State and Federal Statutory Authority:

25.5-2-101 (2), C.R.S. (2006); 24-22-117 (1) () C.R.S (2006); State Constitution

Title XXIV

Summary of Request (Alternative A):

This Request is to appropriate the $725,468 erdedb be remaining in the
Supplemental Old Age Pension Health and Medicat@amd at the end of FY 06-07.
The Request, if approved, would drive this fundahak to zero assuming expenditures
for FY 07-08 come in as anticipated.

Alternative A {Recommended alternative}:

Problem or Opportunity Description

The Old Age Pension was established in 1936 byvandment to the State Constitution,
creating article XXIV. This article was amended in 1956 to add the HeaithMedical
Care Program and Fund. OIld Age Pension benefisifsgd in article XXIV of the State
Constitution require that a health and medical @oygbe provided to anyone who
gualifies to receive an Old Age Pension cash paymed is not a patient in an institution
for tuberculosis or mental disease. Eligible rexifs for these program benefits are over
the age of sixty but do not meet the Supplemen&ufty Income criteria and are
therefore ineligible for Medicaid. This populatig not sufficiently disabled to qualify
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for Supplemental Security IncomefFunding for the Old Age Pension State Medical
Program is comprised of three main funding sourdgsthe Colorado Constitution,
Article XXIV, $10,000,000 appropriated annually,tBe Supplemental Old Age Pension
Health and Medical Care Fund, $750,000 also apaimgl annually beginning in FY 03-
04, and 3) Cash Fund for Health Related Purpospsoppated through the passage of
HB 05-1262 (this amount is anticipated to equaB82,500 in FY 06-07).

Over the past three years the program has hadasedevolatility in the provider’s

reimbursement rates to help ensure the programmalicexceed its spending authority.
Since July 2003, the program changed reimbursematat seven different times.
Recently, the Department reviewed the reimbursemant for FY 06-07 based on an
August 11, 2006 Medical Services Board meeting, baded upon this review, has
implemented rate decreases for FY 06-07 to endaethe program stays within its
spending authority.

The Department is in the process of reviewing tHd Sge Pension State Medical

Program. This review is to redesign the prograrméet the needs of the clients while
staying within the spending authority with morebdity in the payment structure. This

review is being conducted at the request of thet Riidget Committee through footnote
33 in the FY 06-07 Long Bill (HB 06-1385) that &dt“The Department is requested to
submit a report by November 1, 2006 recommendirangés to the benefit structure or
eligibility criteria for the Old Age Pension Std¢tedical Program...”

As the Department considers and implements chatogise program to ensure the long
term stability, the program will continue to adjusimbursement rates to ensure the
program does not exceed its spending authorityweser, during this transition period,
the Department is requesting an appropriation @fémaining funds in the Supplemental
Old Age Pension Health and Medical Care Fund irotd help limit the volatility of the
reimbursement rates.

Page G.3



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIBMIG - FY 07-08 BUDGET REQUEST

Supplemental Fund Balance

The Supplemental Old Age Pension State Health aadiddl Care Fund receives annual
funding from two sources, as previously describ&yl:$750,000 in General Fund
appropriated by the General Assembly, and 2) basedB 05-1262, 50% of the 3% of
total tobacco tax revenues allocated each year ttmmCash Fund for Health Related
Purposes. The Supplemental Fund also receives wards fthat are reverted from the

program appropriation because of underexpenditures.

The following table provides a detailed accounalbthe transactions associated with the

Supplemental Fund from FY 03-04 through FY 05-06:

Cash Fund Revenue and Expenditure Trend Infor mation

Actual Actual Actual
FY 2003-04 FY 2004-05 FY 2005-06

Beginning Balance $0 $163,143 $2,982,052
Transfer from Department of Human Services to @réa Initial Fund Balance $163,143 $0 $0
Reversions from the Prior Fiscal Year $0 $316,729 $0
Annual Tobacco Tax Funding $0 $1,002,180 $2,546,580
Annual Transfer from Department of Revenue $0 $750,000 $750,000
Transfer from Department of Revenue for FY 03-049é¢d Contribution $0 $750,000 $0

Total Revenue $163,143 $2,818,909 $3,296,580
Annual Transfer from Department of Revenue $0 $0 $750,000
Tobacco Tax Funding $0 $0 $2,538,000
Approved 1331 Emergency Supplemental from Jun@Q06 $0 $0 $1,140,484

Total Estimated Expenditures $0 $0 $4,428,484
Estimated Ending Balance $163,143 $2,982,052 $1,850,148
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General Description of Alternative

In FY 05-06, the Department, received an apprapnaof $2,538,000 in tobacco tax
funds from the Supplemental Old Age Pension Heafid Medical Care Fund to the
Services for Old Age Pension State Medical Prog@imnts line item. In addition, on

June 20, 2006 the Joint Budget Committee approvedEmergency Request that
provided an additional appropriation of $1,140,484m the Supplemental Old Age

Pension Health and Medical Care Fund to this liddis request was prefaced with a
response in the Department’s January 5, 2006 Buidget Committee Hearing, where
the Department indicated that the FY 05-06 appatiom could potentially fall short of

projected obligations, if reimbursement rates cared.

The Joint Budget Committee actions during the Dpamt’'s March 13, 2006 Figure

Setting session and the June 20, 2006 1331 Emerdauqaplemental were thought to

have eliminated nearly all of the existing funddmae in the Supplemental Old Age
Pension Health and Medical Care Fund. Howevetheatime of the June 20, 2006 the
Department did not communicate to the Joint Budiymnmittee that an extra $750,000
was transferred from the Department of Revenueapeaudit requirement. This was

because the Department did not know if these fuvaldd need to be returned. This was
due to the fact that the Department of Revenue gradided the Department with an

additional $750,000 in spending authority in FY @8- but it had not been in the

Supplemental Fund, but rather in the Services ftd 8ge Pension State Medical

Program Clients line directly, and the Departmeaswot certain at the time of the June
20, 2006 meeting that this money would ultimatedga to be refunded to the Department
of Revenue

Based on these additional increases in spendifgp@tyt in the Services for Old Age
Pension State Medical Program Clients line itere, 3bint Budget Committee and the
Department have reduced some of the surplus thstisar this Supplemental Fund, and
has passed it along to the provider population.wéier, as the chart above indicates,
there is still a fund balance that can be apprtgutia

This Request is for the estimated $725,468 gaied to be remaining in the
Supplemental Old Age Pension Health and Medica¢ Gand at the end of FY 06-07.
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At their August meeting, the Medical Services Boauthorized the Department to
implementing rate reductions in order to manage et Age Pension State Medical
Program within the statutory and constitutional rspeg authority of the program.

Without the proposed rate reduction, the Departrnf@eicasted that expenditures would
exceed the program’s FY 06-07 spending authority$By® million. The approved

provider rate reductions are expected to allow Bepartment to stay within the

$14,262,663 appropriation to the Old Age Pensi@ieSvledical Program for FY 06-07.
The reimbursement to Old Age Pension State Medftagram providers, which are
based on the Medicaid reimbursement, are as follows

Service Type Rate as a Percent of Rate as a Percent of Rate as a Percent of
Medicaid Effective 7/1/06 Medicaid 9/1/06 Medicaid 11/1/06
Pharmacy 100% 100% 70%
Inpatient Hospital 10% 10% 10%
Outpatient Services 62% 40% 40%
Practitioner/Physician 100% 40% 40%
Emergency Dental 100% 40% 40%
Independent Laboratory and X-ray 100% 40% 40%
Medical Supply 100% 40% 40%
Hospice and Home Health 100% 40% 40%
Emergency Transportation 100% 40% 40%

The Department is requesting that the fund balaricg725,468 be appropriated to the
program for FY 07-08 so the rates effective 11/1086 be maintained through FY 07-08.
The Department is forecasting that without the tholgil appropriation, further rate
reductions for all services, except pharmacy armhtient hospital, will need to be
implemented on July 1, 2007. Without the additica@propriation, all services, except
pharmacy and inpatient hospital, will need to bienbairsed at 36% of the Medicaid
reimbursement.
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Calculations for Alternative’s Funding

Summary of Request FY 07-08
Matches Schedule 6 and Recommended Request Total Funds Cash Funds Exempt Federal Funds
Total Request (matches column 7) $13,780,951 $13,780,951 $0
Emergency Supplemental Request (matches column 6)* $725,468 $725,468 $0
FY 06-07 Appropriation (matches column 5) $13,083,4 $13,055,483 $0
*Funds would come from the Supplemental Old AgesRenHealth and Medical Care Fund.
Supplemental Old Age Pension Health and Medical Care Fund
Estimate
FY 06-07

FY 06-07 Beginning Balance (FY 05-06 Ending Balance) $1,850,148
Projected Tobacco Tax Revenue $2,389,500
Annual Transfer from Department of Revenue $750,000

Total Estimated Revenue $3,139,500
Expenditures from Funds Transferred from the Depant of Revenue $750,000
Expenditures from Projected Tobacco Tax FundingpéoOld Age Pension Health and Medical Care Fund , 3882500
Expenditures Based on JBC Action to Appropriate Sofrithe Existing Fund Balance
(Figure Setting March 13, 2006, page 209) $976,180
Expenditures to Reconcile to the FY 06-07 Long BB 06-1385) Appropriation (page 63 of HB 06-13&mtnote (a)) $148,500

Total Estimated Expenditures $4,264,18(
Estimated Ending Balance $725,468
Impact on Other Areas of Government None.
Assumptions for Calculations In FY 04-05 the Department of Revenue transfete®00,000 to the Supplemental Old

Age Pension Health and Medical Care Fund, instéaeousual $750,000. The reason
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for this was that in FY 03-04 the Department reedi$10,750,000 in appropriations to
the Services for Old Age Pension State Medical RrrogClients appropriation, all from
the Old Age Pension Constitutional source. Howevtlee Department of Revenue
provided the entire appropriated amount to the famogwith none of these funds being
appropriated to the Supplemental Fund first. Adilaconducted by the State Auditor in
FY 04-05 discovered this error and required the édmpent of Revenue to provide an
additional $750,000 to the Supplemental Old AgesikRenHealth and Medical Care Fund
for FY 03-04, which ultimately occurred in perio@ bf FY 04-05. Therefore, the
Department is now confident that the additional G0B0 appropriated into the
Supplemental Fund is available for appropriation.

In addition, the Joint Budget Committee took actituring the Department’'s March 13,
2006 Figure Setting session to appropriate $976,b80ne-time funding from the

projected Supplemental Old Age Pension Health aedid&l Care Fund balance. This
adjustment was made to appropriate some of theimgrgabalance of the Supplemental
Old Age Pension Health and Medical Care Fund forOBYO7 (Figure Setting, March 13,
2006, page 211).

Lastly, the FY 06-07 Long Bill (HB 06-1385) appraged $2,580,180 to the
Supplemental Fund; however based on the OfficetateSPlanning and Budgeting June
2006 Revenue Forecast the total tobacco tax reweilee only $159.3 million. Based
on HB 05-1262, 50% of the 3% of total tobacco texenues allocated each year to the
Cash Fund for Health Related Purposes, resultirgrvised estimate of $2,389,500 for
Supplemental Fund.

Reducing the $1,850,148 FY 06-07 beginning funched by the $976,180 appropriated
by the Joint Budget Committee, and the $148,508ugfplemental Fund Balance used to
reconcile with the FY 06-07 Long Bill (HB 06-1385Yyjelds the $725,468 being
requested.

The $725,468 is requested to allow rates effectiv&/06 to continue through FY 07-08.
The Department is forecasting that without the @il appropriation, the further rate
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reductions for all services, except pharmacy armhtient hospital, will need to be
implemented on July 1, 2007. Without the additlaqapropriation, all services, except
pharmacy and inpatient hospital, will need to bienbairsed at 36% of the Medicaid
reimbursement.

Concerns or Uncertainties of Alternative: The Department assumes that all anticipated Taab@ax funds will be expended for FY
06-07 and FY 07-08. Deviations from the anticigdeenounts may result in this request,
if approved, to not completely zero out the Sup@etal Old Age Pension Health and
Medical Care Fund balance. In addition, the edgnassumes that the decreases in the
reimbursement rates made during FY 06-07 will reotehan impact to the utilization rate
of the services provided by the Old Age PensioteStedical Program Clients.

Alternative B {Status quo; no changein funding; not recommended}:

General Description of Alternative No changes are made to the FY 07-08 appropridtorservices for Old Age Pension
State Medical Program Clients.

Calculations for Alternative’s Funding  No change in funding with this alternative.

Concerns or Uncertainties of Alternative Under this alternative, existing fund balancéhi@ Supplemental Old Age Pension Health
and Medical Care Fund would sit idle which could fmessed on to providers. The
Department recently cut reimbursement rates to losvg in FY 06-07, and while the
Department’s reviewing the entire structure of themefit, the current program providers
could benefit from the additional revenue.

Supporting Documentation:

Analytical Technique This is a technical correction so an analytieghnhique was not utilized. This funding
will allow providers to receive greater reimbursemgith no impact to the General
Fund.
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Quantitative Evaluation of Performance -
Compare all Alternatives

Statutory and Federal Authority

Department Objectives Met if Approved

Alternative A increases the appropriation to @ld Age Pension State Medical Program
by $725,468 of Cash Funds Exempt from the exigti@gnces of the Supplemental Old
Age Pension Health and Medical Care Fund and igsetbke the recommended

alternative.

25.5-2-101 (2), C.R.S. (2006) Old age pensionltheand medical care fund -
supplemental old age pension health and medical ftend. Any moneys remaining in
the state old age pension fund after full paymértasic minimum awards to qualified
old age pension recipients and after establishmamd maintenance of the old age
pension stabilization fund in the amount of fivdliam dollars shall be transferred to a
fund to be known as the old age pension healthraedical care fund, which is hereby
created. The state board shall establish and prgatel rules for administration of a
program to provide health and medical care to pasawho qualify to receive old age
pensions...

24-22-117 (1) (c) (), C.R.S (2006)Fifty percent of the moneys specified in this
paragraph (c) to the supplemental old age pensiealth and medical care fund to

provide services under the supplemental healthraadical care program, section 26-2-

117 (3), C.R.S., for persons who qualify to receldeage pensions

1.4 To assure delivery of appropriate, high quaare. To design programs that result in
improved health status for clients served and forave health outcomes. To ensure the
Department’s programs are responsive to the seneeels of enrolled clients in a cost
effective manner.

3.2 To improve customer satisfaction with prograsesyices, and care.

Page G.10



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIBMIG - FY 07-08 BUDGET REQUEST

Schedule 6
Change Request for FY 0708
Department: Health Care Policy and Financing Dept. Approval by: John Bartholarmew Date: Mowvermber 1, 2006
Priority Number: D12 OSPB Approval: Date:
Program: Safety-Met Financing Section Statutory Citation: 265-3-102, et seq, C.R.S. (2006)
Request Title: Internal Audit of Primary Care Fund
1 2 3 4 3 6 7 8 9 10
Total Decision/ Total Change
Prior-Year Supplemental Revised Base Base Movember 1 Budget Revised from Base
Actual Appropriation Request Request Request Reduction Request Amendment Request in Out Year
Funil FY 05-06 FY 06-07 FY 06-07 FY 06-07 Fy 07-08 Fy 07-08 Fy 07-08 FY 07-08 FY 07-08 Fy 08-09
Total of All Line tems Total| 57526533 48,302 549 0 48,302 549 44 595 506 0 44 995 506 0 44 995 506 0
FTE 1594.35 22670 0.00 226.70 226.90 0.00 226.90 0.00 226.90 0.00
GF 6,280,279 5,493,748 0 5,493 748 6,931 5815 0 6931 815 0 6931 815 0
GFE 281 0 0 0 0 0 0 0 0 0
CF [183) 0 0 0 0 0 0 0 0 0
CFE| 44549620 33,446,161 0 33 446 161 296592 230 0 29 692 230 0 29 692 230 0
FF 5,996 216 8,362,740 0 8,362 740 8,371,761 0 8,371 761 0 8,371 761 0
(1) Executive Director's
Office, Personal Total| 13785054 15,362 B9 0 14,362 BN 15,821,148 75,200 15 896 343 0 15 896 343 0
Services FTE 194.35 226.70 0.00 226.70 226.90 0.00 22690 0.00 22690 0.00
GF 6,280,279 5,493,748 0 5,493 748 6,931,815 0 6931 815 0 6931 815 0
GFE 281 0 0 0 0 0 0 0 0 0
CF 0 0 0 0 0 0 0 0 0 0
CFE a07 573 506,203 0 506,203 517 572 75,200 992772 0 992772 0
FF 5,996 916 8,362,740 0 8,362,740 8,371,761 0 8,371,761 0 8,371,761 0
4) Indigent Care
Program, Primary Care Total| 44041 579 32 939 958 0 32 939 958 29174 558 (75,2000 29099 458 0 29099 458 0
Fund Program FTE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
GF 0 0 0 0 0 0 0 0 0 0
GFE 0 0 0 0 0 0 0 0 0 0
CF {163} 0 0 0 0 0 0 0 0 0
CFE| 44042042 32 939 958 0 32 939 958 29174 558 (75,2000 29099 458 0 29099 458 0
FF 0 0 0 0 0 0 0 0 0 0
Letter Notation:
Cash Fund name/number, Federal Fund Grant name: CFE: Primary Care Fund
IT Request: Yes ¥  No(lf yes and regquest includes more than 500 pragramming hours, attach [T Project Plan)
Request Affects Other Departments: Yes ¥  HNo If ¥es, List Other Departments Here:
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CHANGE REQUEST for FY 07-08

EFFICIENCY AND EFFECTIVENESS ANALYSIS

SELECT ONE (click on box):
M Decision ltem
O Base Reduction Item

0 Supplemental Request Criterion:
[J Budget Request Amendment Criterion:
Priority Number: DI - 12

Change Request Title:

Internal Audit of the Primary Care Fund

Long Bill Line Item(s)

(4) Indigent Care ProgranrirRary Care Fund Program

State and Federal Statutory Authority:

Article X, Section 21 (5) (b), Colorado Constitutj®5.5-3-102 et. seq., C.R.S. (2006)

Summary of Request (Alternative :A)

The Request is for $75,200 Cash Funds Exempt ftioen Primary Care Fund for
administrative costs to hire a contractor to aut# rules, policies and procedures
established by the Department to allocate the RyiGare Fund monies.

Alternative A {Recommended alternative}:

Problem or Opportunity Description

As a result of Amendment 35 approved by Colorad@ngoin November 2004, Section
21 of Article X of the State Constitution increas€dlorado’s tax on cigarettes and
tobacco products effective January 1, 2005 andeniea cash fund that was designated
for health related purposes. House Bill 05-1262&déd the Tobacco Tax cash fund into
separate funds, assigning 19% of the moneys t@tineary Care Fund and set forth how
the funds will be allocated. The Department of lHe&€are Policy and Financing is the
designated administrator of the Primary Care Fuiitie State Constitution directs the
Department to annually allocate the funds approguligo the Primary Care Fund to all
eligible qualified providers in the State who cognpkith reporting requirements
proportionate to the number of uninsured or mebjidaldigent patients served by the
qualified provider.
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General Description of Alternative

To be eligible for an allocation, the provider mustet either of the following criteria:

(a) the provider must be a Community Health Ceasedefined in federal regulations; or
(b) at least 50% of the patients served by the igesvmust be uninsured or medically
indigent patients, or are patients who are enraletedicaid or the Children’s Basic

Health Plan.

The Department initially proposed rules for thenkary Care Fund to the State Medical
Services Board on October 14, 2005. Rules werptaddyy the Medical Services Board
and became effective February 1, 2006. The ingdpgdlication for awards was released
on November 7, 2005 and was updated on Decembe2Ql§ following input from
stakeholders and the Medical Services Board. reedayments of the awards from the
Primary Care Fund were made in March 2006.

This Request is for $75,200 in Cash Funds Exdropt the Primary Care Fund to hire an
outside contractor to review the administratiothaf Primary Care Program.

The Department believes the rules and processaislisbed to distribute fund moneys to
qualified providers are in compliance with Staten€tdutional and statutory provisions.
However, there are risks that there could be flemtbe rules and procedures and/or that
the information submitted by providers applying &or allocation is inaccurate that could
cause the funds to be improperly allocated. Bex#us Primary Care Fund is only in its
second year of operation and the amount of funésDbBpartment is charged with
allocating annually is significant ($44 million félY 05-06 and nearly $33 million for FY
06-07), the Department believes it would be prudemd useful to have a one-time
independent implementation review (audit) of thenaustration of the Primary Care
Fund. The intent of the review would be to detédtaws in the processes used to
distribute Primary Care Fund appropriations exisd,aif discovered, to provide
recommendations to correct any problems. In auditthe review would examine the
economy and efficiency of the Department’s operatibthe Primary Care Fund to see if
there are possibilities for improvement.  Havangeview performed relatively early in
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Implementation Schedule

the history of the Primary Care Fund will allow agyrrections or improvements to be
implemented sooner.

The Department would solicit competitive bids fazamprehensive performance audit of
the Primary Care Fund program for expenditures¥rn0b-06 and FY 06-07. The audit
would include several components including: an @sabn of the Department’s
implementation (rules, policies and procedureg)atermine if it meets the intent of State
constitutional and statutory provisions; an evatmabf the efficiency and effectiveness
of the Primary Care Fund including recommendationg€hanges to improve the process
of allocating the moneys; a financial review athbtte provider level and Department
level to determine if providers are completing &milons accurately and abiding by
rules; and if the Department’s final allocationsptoviders are calculated accurately and
according to legislative intent. State statutesvigle for up to 3% of the Primary Care
Fund to be used for administrative costs associatédthe program. The Department’s
FY 07-08 Base Request does not contain fundingrianternal audit of the Primary Care
Fund. This Request is therefore asking that anrogpgtion be made to the
Department’s (1) Executive Director's Office, Parab Services line item with a
corresponding reduction to the (4) Indigent Caregham, Primary Care Fund Program
appropriation, to separate these administrativéscdosm the amount for distribution to
providers.

Task

Month/Year

Internal Research/Planning Period

July - August 2007

Request for Proposals Issued

September 1, 2007

Contract Awarded

October 15, 2007

Contract Written

November 1, 2007

Contract Signed

November 15, 2007

Start-Up Date

December 1, 2007

Report to Department

March 31, 2008
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Calculations for Alternative’s Funding

Summary of Request FY 07-08 Total Funds

Matches Schedule 6 and Recommended Request

Cash Funds Exempt
(from Primary Care Fund)

Total Request [Items below total to this] $0 $0
(1) Executive Director’s Office: Personal Services $75,200 $75,200
(4) Indigent Care Program, Primary Care Fund Pragra ($75,200) ($75,200)
Audit Review Tasks Estimated Staff| Total Costs
Hours
Evaluation of Department Implementation 120 $9,600
Review of rules, policies and procedures estaldisbalistribute the Primary Care
Fund and verify that they comply with State Consitinal and Statutory provisions.
Efficiency and Effectiveness Analysis 120 $9,600
Search for opportunities to improve the fundingrihsition process to make it more
economical and efficient for both the Departmert gnalifying providers.
Financial Review — Department 200 $3,200
Analysis of provider application information andwoutation of Primary Care Fund
awards.
Financial Review - Top 10 Qualified Providers 300 $18,800
On site review of data and methodology used to auppformation submitted on
applications by the 10 largest qualifying providei$is accounts for 85% of the
moneys distributed.
Other Application Reviews for Smaller Providers 120 $1,600
Prepare Final Report and Recommendations 80 $3,200
Total Estimated Hours and Cost of Audit (Assumes $Bper Hour) 940 $75,200

Page G.5




COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIBMIG - FY 07-08 BUDGET REQUEST

FY 07-08 Primary Care Fund Administrative Costs Anount
Primary Care Fund Base Request $32,939,958
3% Adminitsrative Cap $988,199
Estimated Cost of Audit $75,200
Personal Services (Base Request) $48,120
Operating (Base Request) $620
Total Administrative Costs in Department’s FY 07-08Budget Request $123,940

Impact on Other Areas of Government A number of the qualified providers are governmewned and could incur costs to
respond to requests for information or documemaltip the contract auditor. However,
the Department estimates the costs will be nongoaipared to the allocations received

from the Primary Care Fund.

Assumptions for Calculations The Department assumes the average hourly ratetaf€ person will be $80 per hour for
the level of expertise that will be required tofpan a useful audit of the Primary Care
Fund. Three recent audits have been done for #aiment in the areas of nursing
facilities, implementing a program for all inclusicare for the elderly, and the Colorado
Benefits Management System. Rates for these thrésaaveraged $42, $60, and $75
per hour, respectively. However, this audit widju@e the contractor to have experience
in interpreting legal documents, knowledge of tlealth care industry and terminology,
as well as financial analytical skills. As suche tDepartment assumes that the diverse
skill set required will demand a greater hourlymeursement rate, though this is not fully
known. This $80 hourly rate also corresponds ® rdéite assumed for hospital and
federally qualified health clinic audits for FY @B.

Based on the FY 07-08 Base Request for the Pri@arg Program Fund of $32,939,958,

the Department’s total administrative need of $32G, is well within the 3%

administrative cap of $988,199.

Concerns or Uncertainties of Alternative None are anticipated.
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Alternative B {Status quo; no change in funding; nbrecommended}:

General Description of Alternative This alternative does not transfer $75,200 inhCagnds Exempt from the (4) Indigent
Care Program, Primary Care Fund Program appropmiatd the Department’s (1)
Executive Director's Office, Personal Services appiation. Under this alternative, the
audit would not be performed.

Calculations for Alternative’s Funding  No change in funding with this alternative.

Concerns or Uncertainties of Alternative Without an outside independent review, there iislathat there could be weaknesses in
the allocation of the Primary Care Fund approporati Given the level of funds allocated
to providers, this could lead to significant costditigation, if the allocation model is
found to not comply with statutory and / or congtdnal provisions.

Supporting Documentation

Analytical Technique Cost-Benefit Analysis
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Quantitative Evaluation of Performance -

Compare all Alternatives

Alternative A

Alternative B

Cost

$0

$0

Benefit

Benefits to the State and the Departmeritide an increase
level of assurance that the methodology used ttrilalite
Primary Care Fund moneys complies with State cnsmal
and statutory provisions and is done in an econaimaad

dWhile there are no additional costs for this aliire,
the Department would not have the benefit of addél
assurance that it is in compliance with St
constitutional and statutory provisions and woults

efficient manner for both the Department and qieif any opportunity to correct any flaws in rules, p&s or

provider applicants. In addition, this alternatiassures th
Department that the information from provider agpfts i
correct. If any compliance flaws are detecteds Hiternative
allows for these flaws to be corrected in the estdges of th
administration of the Primary Care Fund. Thisralive is
also proactive.

Office of the State Auditor reviews it.

eprocedures that might be discovered. The Depatti
would also have a lower level of assurance thatigeo
supplied information upon which qualification anuk
clevel of awards are based is accurate. Finallys
alternative does not reduce the risk of possiltigalion
if a flaw is discovered. This alternative wouldreactive
as funding allocation review would not occur urilie

ate

—

men

thi

Statutory and Federal Authority

Colorado Constitution, Article X, Section 21 (5he revenues generated by operation of
subsection (2) shall be appropriated annually by tpeneral assembly only in the
following proportions and for the following healtielated purposes: (b) Nineteen
percent (19%) of such revenues shall be approptidatefund comprehensive primary
care through any Colorado qualified provider, asfided in the “Colorado Medical
Assistance Act”, article 4 of title 26, ColoradoiRsed Statutes...

25.5-3-102 (1) and (3), C.R.S. (2006) Annual altmca - primary care services -
qualified provider. (1) The state department shall annually allocate tmoneys

appropriated by the general assembly to the prinwame fund created in section 24-22-
117, C.R.S., to all eligible qualified providers the state who comply with the
requirements of subsection (2) of this section. Sta¢e department shall allocate the
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Department Objectives Met if Approved

moneys in amounts proportionate to the number ahsumed or medically indigent
patients served by the qualified provider. For alified provider to be eligible for an
allocation pursuant to this section, the qualifipdovider shall meet either of the
following criteria:

(a) The qualified provider is a community healtimteg, as defined in section 330 of the
federal "Public Health Services Act", 42 U.S.C..s%1b; or

(b) At least fifty percent of the patients servgdhe qualified provider are uninsured or
medically indigent patients, or patients who aregofled in the medical assistance
program, article 4 of title 26, C.R.S., or the dnén's basic health plan, article 19 of title
26, C.R.S., or any combination thereof.

(3) The state department shall make annual dirdicications of the total amount of
money annually appropriated by the general asseitabtiie primary care fund pursuant
to section 24-22-117, C.R.S., minus three percenthfe administrative costs of the
program, to all eligible qualified providers.

1.3 To assure payments in support of the progamsiccurate and timely, and to procure
an effective fiscal agent.

1.5 To accurately project, report, and manage ladgeequirements to affect Executive
and Legislative intent with program and budget tgw@ent and operations. To
accurately record and monitor expenditures for g managed by the Department so
there may be accurate financial reporting at ales.

2.5 To hold accountable the Department’s admirtigracontractors, including other
State and local agencies, through outcome- besettacting and dedicated contract
management.
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Schedule 6
Change Request for FY 0708

Department: Health Care Policy and Financing Dept. Approval by: John Bartholarmew Date: Mowvermber 1, 2006
Priority Number: Di-13 OSPB Approval: Date:
Program: Executive Director's Office Statutory Citation: 24-1-107, C.R.S. (2008); 25.5-1-104 (2) and (4), C.R.S. (2008)
Request Title: Technical Correction to FTE Count
1 2 3 4 5 [ 7 8 9 10
Total Decision/ Total Change
Prior-Year Supplemental Revised Base Base Movember 1 Budget Revised from Base
Actual Appropriation Request Request Request Reduction Request Amendment Request in Out Year
Funidl FY 05-06 FY 06-07 FY 06-07 FY 06-07 Fy 07-08 Fy 07-08 Fy 07-08 FY 07-08 FY 07-08 Fy 08-09
Total of All Line Items Total 13,785,054 16,362 691 0 15,362 691 15,821,148 0 15,821,148 0 15,821,148 0
FTE 194 35 22670 0.00 226.70 226.90 12.80 238.70 0.00 238.70 12.80
GF 5,280,279 5,493,748 0 B 493 748 5931815 0 5931815 0 5931815 0
GFE 281 0 0 0 0 0 0 0 0 0
CF 0 0 0 0 0 0 0 0 0 0
CFE A07 A78 A06,203 0 a0k 203 817 572 0 a17 572 0 a17 572 0
FF 5,996 916 8,362,740 0 8,362 740 8,371,761 0 8371761 0 8371761 0
(1) Executive Director’s
Office, Personal Total 13,785,054 15,362 691 0 15,362 691 15,821,148 0 15821,148 0 15821,148 0
Services FTE 194 35 22670 0.00 22670 226,90 12.80 23870 0.00 23870 12.80
GF G280 279 £,493 748 0 b 493 748 £.931,.815 0 B 931 815 0 B 931 815 0
GFE 281 0 0 0 0 0 0 0 0 0
CF 0 0 0 0 0 0 0 0 0 0
CFE a07 578 a06,203 0 206 203 517 572 0 217 572 0 217 572 0
FF 5,996 916 8,362,740 0 5,362,740 8,371,761 0 8 371,761 0 8 371,761 0

Letter Motation:
Cash Fund name/number, Federal Fund Grant name: CFE: Autism Fund, Health Care Expansion Fund, Primary Care Fund, Breast and Cervical Cancer Prevention and Treatment
Fund, Children's Basic Health Plan Trust, FF: Title X and Title XX

IT Request: Yes ¥  No(lf yes and reguest includes more than 500 programming hours, attach [T Project Plan)
Request Affects Other Departments: Yes ¥ HNo If ¥es, List Other Departments Here:
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CHANGE REQUEST for FY 07-08
EFFICIENCY AND EFFECTIVENESS ANALYSIS

SELECT ONE (click on box):
M Decision ltem
O Base Reduction Item

0 Supplemental Request Criterion:

[J Budget Request Amendment Criterion:

Priority Number: DI - 13

Change Request Title: Technical Correction to FTE Count

Long Bill Line Item(s) (1) Executive Director’s Qée: Personal Services

State and Federal Statutory Authority: 24-1-10R.S. (2006); 25.5-1-104 (2) and (4), C.R.S. (2006)

Summary of Request (Alternative :A) This technical Request is to increase the apm@tgal full time equivalent (FTE) count of
the Department by 12.8, without a correspondinggase in appropriated funding.

Alternative A {Recommended alternative}:

Problem or Opportunity Description The Department of Health Care Policy and Finananifpe second largest budget in the
State, yet the Department is one of the smallgsartiments in terms of staff size. With
the Department's ever-growing caseload, expendituend programs, there is a
corresponding need for additional FTE to managsetesponsibilities.

Over the past four fiscal years, the Department'sd_Bill appropriations have grown by

15.04%, yet the corresponding FTE to manage thekarsl has only grown by 13.12%.

The following table illustrates the growth of ParabServices funding versus FTE counts
from FY 03-04 to FY 06-07 using recent Long Billpappriations.

Page G.2



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIBMIG - FY 07-08 CHANGE REQUEST

% Change from FTE % Change from
Fiscal Year Total Appropriation® Previous Year Appropriation ? Previous Year
FY 03-04 $2,943,122,330 200.4
FY 04-05 $3,073,903,029 4.44% 202.8 1.19%
FY 05-06 $3,256,303,708 5.93% 213.4 5.22%
FY 06-07 $3,385,826,300 3.97% 226.7 6.23%
Total Change FY 03-04 to FY 06-07 15.04% 13.12%

While the table would indicate that the averagdadchmount per FTE has increased
during this period, implying a greater respondipilber FTE, it does not measure the
additional complexity in administering these prégec For instance, beginning July 1,
2002 the Centers for Medicare and Medicaid Servioesrdinated a new group of

individuals to scrutinize all State Plan Amendmeifids Medicaid reimbursement

pertaining to inpatient hospital services and lterga care services. This group is called
the National Institutional Reimbursement Team (NIRTSince July 1, 2002, the

Department has now faced greater scrutiny of glests to change or amend existing
language in Colorado’s State Plan. The average fion preparation of State Plan

Amendments has increased, as has the amount ofedlajime between receiving

guestions from the NIRT, and formulating the Swt&sponses. All of these additional
demands on Departmental resources are not reflected table above.

Other examples of additional complexity in the Di#yp&nt's administration include
recent responsibilities associated with assisthrey Department of Human Services in
redesigning the Residential Treatment Center aadivelopmentally Disabled Waiver
Services programs, and wrapping Goebel benefitschild placement services into the
Medicaid mental health capitation rate. The schbated health services Public
Consulting Group (PCG) initiative has also addespoasibilities to the Department, as
there is still an effort to challenge the CentersMedicare and Medicaid Services on this
issue.

! Figures are from the Department’s FY 06-07 andOY08 Budget Requests, Schedule 2 submitted onriloee15, 2005 and November 1, 2006, respectively.
2FTE is reported in the Department's November D@&8trategic Plan for all fiscal years.
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General Description of Alternative

While the above examples are both short and lomg-tlemands on the Department’s
resources, from actual FY 03-04 to appropriatedOBY07, caseload alone has grown by
18.4% (FY 06-07 = 429,222, FY 02-03 = 362,531), m@kt one of the most significant
contributors to the Department’s resource needsweder, FTE increases have not kept
pace with all of these demands, and there has &eesulting decrease in morale and
high turnover. While there is a small benefitnfirthis high turnover, as new employees
can generally be hired at a lower wage than sedsemployees, essentially freeing up
Personal Services dollars, this only adds to theaiment’s difficulties in managing to
the appropriated FTE count.

In an effort to alleviate some of the Departmemésent staffing issues, in December
2005 during the Department's Joint Budget Committearing, the Joint Budget

Committee voiced concerns about the DepartmentfBrgf levels. This concern led to a
Joint Budget Committee recommendation to add 5.F FTthe Department's FY 06-07

Long Bill appropriation, with corresponding fundifgr these positions. In addition to
this action, on February 2006, the Department’s chtiee Director approved an

additional twelve positions around the Department be funded from the base
appropriation, in areas where there has been suladtmcreases in workload.

While all these additional resources will help witie growing responsibilities placed
upon the Department, there needs to be some adlittoue-up of the Department’s
appropriation to align dollars and FTE counts talls levels.

The Department is requesting to increase itsdpatsServices FTE appropriation by 12.8
to address critical functions that the Departmeunstnperform. Based on analysis of the
Personal Services appropriation, the Departmenhatds that it can absorb an increase
of 12.8 FTE without requiring additional dollar appriations.

Based on the FY 06-07 appropriation to the Departimehas been determined that the
Department’s authorized FTE count is insufficient fully expend the total dollars
appropriated to the Department. Since the Depattownsolidated its Personal Services
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appropriation in FY 03-04, it has been revertingsBeal Services funding due to
consistently under-spending its appropriation bgrd700,000 each year.

With the intent to stop the pattern of revertinghding in its Personal Services
appropriation, the Department performed an anabfsiee FY 06-07 appropriation. The
analysis resulted in the Department deciding te hwelve additional positions in
February 2006, in an attempt to avoid reversiomstarstaff up to levels that are more in
line with the appropriation. Unfortunately, the pact of this decision was not
experienced in time to prevent a Personal Sernreearsion in FY 05-06; however, the
Department plans to be much more aggressive in giagndo its appropriation in the
future.

In addition, there appears to be a fundamentall@nolwith contractor requests being
included in the Department’'s (1) Executive DiredoOffice, Personal Services
appropriation. When the Department has requesteckased funding for Personal
Services dollars to fund new contractor obligatjaiiese requested increases are only
dollar increases to this appropriation, with noresponding FTE increase. However,
every year the Department is required to conventrector dollars / hours into a FTE
equivalent assuming a 2,088 hourly work year on Fi& template (submitted on
September 1, 2006 for FY 07-08). As these cordramists are converted to a FTE basis,
and included in the calculation of the Departmetdtal FTE appropriation, there is little
chance for the Department to stay within the appatgd FTE every year, unless the
Department continues to experience high turnovesrand large periods of vacancies.
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Calculations for Alternative’s Funding

(1) Executive Director’s Office, Personal Services

Summary of Request FY 07-08 and FY 08-09 FTE Total Funds General Fund Cash Funds | Federal Funds
Matches Schedule 6 and Recommended Request Exempt
Total Request (Matches Column 7) 239.7 $15,821,148 $6,931,815 $517,572 $8,371,761
FY 07-08 Request (Matches Columns 6 and 10) 12.8 $0 $0 $0 $0
FY 07-08 Base Request (Matches Column 5) 226.9 $15,821,148 $6,931,815 $517,572 $8,371,761

Table 1 - FY 05-06 Turnover Experience
Number of
Days

Average number of days before request to fill ismsited to Human Resources once a position is gdcat 15
Average number of days for Human Resources towethe prior authorization request, post an annomec, 44
receive and grade applications, test applicantsretnirn a referral letter to the hiring manager
Average number of days for the hiring manager targe interview times, screen applicants, chedveetes, and 60
allow for the chosen candidate to provide notickissher current employer of a new career
Average total number of days a position is vacanhe Department 119
Number of working days per fiscal year (= 2,0881squer year and an 8 hour work day) 261
Percent of working year that the average positionhat experiences a vacancy is vacant 45.6%
Number of vacancies experienced in FY 05-06 (omtyudes terminations as a result of resignatiatgements, 47
transfers out of the Department, and dismissals)
Number of positions in FY 05-06 (excluding granmtdied FTE, 12 new positions approved by the Exeeutiv 232
Director, and 5 eliminated positions)
Percent of positions in FY 05-06 that experiencedaacancy 20.3%
Percent of all positions assumed to be vacant (= 456 * 20.3%) 9.2%
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Table 2 - Estimated Number of Positions and Fundingleeded in FY 07-08

Positions Salary, PERA, and
| FTE Medicare Contribution

Positions as of July 1, 2007 (excluding 5.7 new EpRroved by the Joint Budget Committee  250.8 $16,211,211
and the 12 new positions added by the Departme&negutive Director)
Additional FTE appropriated by the Joint Budget @aittee (Funding includes actual starting 5.7 $361,631
salary for 2.7 of the 5.7 FTE, plus PERA and Mediamounts and is therefore higher than
the $320,077 appropriated. Remaining FTE not yetlrare assumed at minimum.)
Additional positions approved by the Departmente&utive Director in February 2006 12.0 $672,332

Number of positions and costs estimated for\F07-08 assuming no vacancies 268.5 $17,245,174
Percent of all positions assumed to be vacant fabie 1 9.2%
Number of positions and costs estimated for FY 078Jassuming vacancies 2437 $15,652,291
Additional Personal Services costs not relatedTig + Contracts and Temporary Services N/A $320,000
FY 07-08 estimated FTE and expenditures 243.7 $15,972,291

Table 3 — FY 07-08 Base Request Versus Estimateddde
FTE Total Funds

FY 06-07 Long Bill plus special bills appropriation 226.7 $15,362,691
September 20, 2006 Emergency Supplemental for Bxug®rocessing Guidelines Staff 4.0 $149,327
Annualization of partial year funding

Payment Error Rate Measurement FTE from Jgrjd2006 Budget Amendment #6 0.2 $14,022

FTE from HB 06-1270 (dollars only — full FTip@opriated in FY 06-07) 0.0 $4,515

FTE from SB 06-128 (dollars only — full FTEpappriated in FY 06-07) 0.0 $4,514
Salary Survey, Minimum Range, Medicare Differentiatl 0.2% Vacancy Factor 0.0 $435,382
FY 07-08 Base Request with September 20, 2006 Emengy Supplemental 230.9 $15,970,451
FY 07-08 estimated need for FTE and expenditures 243.7 $15,972,291
Estimated shortfall (no additional funding requestel) 12.8 N/A

Page G.7



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIBMIG - FY 07-08 CHANGE REQUEST

Impact on Other Areas of Government

Assumptions for Calculations

None

Based on the number of positions within the Depant as of July 1, 2006, including the
Joint Budget Committee’s Figure Setting recommandabf an additional 5.7 FTE, the

Department has projected that an additional 12.B Eduld be supported assuming no
additional funding. This estimate was calculatethg the following assumptions:

Prior Year Turnover Experience

The Department has collected data from FY 05-O@migg actual staffing experience,
and has applied this information to estimate thal tamount of time a position is vacant,
if it becomes vacant. Initially, the Departmestimated the amount of time a position is
vacant. This estimate includes: 1) the averageuatf time it takes to submit a request
to fill once a position is empty, 2) the estimatedount of time that is required for the
Department’'s Human Resources section to review afegsional description
guestionnaire, qualify applications, set-up testargd produce a referral list to the hiring
manager, and 3) the estimated time it takes thaghmanager to arrange and perform
interviews, check references, and elapsed timé tinetinew employee begins work. The
sum of these days was calculated to equal 119wduath applied to a 261 day working
year (or 2,088 hours per year divided by 8 hourddpg), this equated to a position, once
it has been vacated, being vacant 45.6% of theingrlear.

The Department then needed to determine the tatedeptage of positions in the
Department that experience a vacancy at some pothtime during a 12 month period.
Positions were included in this analysis only i&yhwvere vacated due to a resignation,
retirement, transfer outside of the Departmeng dismissal. Based on a rough estimate
of FY 05-06, the Department had 47 positions exgnee a vacancy at some point in time
during that fiscal year. This was of a total oR223ositions (this number excludes all
grant funded FTE, the 12 new positions the Exeeufwrector approved in February
2006, and 5 positions that were eliminated). Thhg, percent of all Department
positions that were vacated at some point in tinnend FY 05-06 is equal to 20.3% (or
47 divided by 232).
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Finally, the product of these two percentages [fégreent of a fiscal year that a position is
vacant if it is known to be vacated, and the pesagmnof positions within the Department
that experienced a vacancy during the year) egbalsaverage amount of time of time
any one position would be vacant during a fiscalryelThe Department calculated this to
be 9.2% of all positions, on average, would expegea vacancy savings.

FY 07-08 Estimated Number of Positions and Required Funding

Based on hiring practices and the number of pastiactive as of July 1, 2006, the
Department calculated a total funding need of $#5,P74 for 268.5 employees,
assuming no vacancies. This estimate includes33&gkitions in addition to the 5.7 FTE
appropriated by the Joint Budget Committee and XBepositions approved by the
Department’s Executive Director in February 200&stimated funding for these
positions includes anticipated PERA and Medicargrdautions.

Then, in order to convert the total estimated pmsst above into FTE, the Department
applies the vacancy rate of 9.2% calculated in ddbto both the total dollars and the
number of estimated positions. As a result, the G#¥08 estimated FTE assuming
vacancies is 243.7, requiring supporting funding®$,652,291. Adding in anticipated
annual contract services of $320,000 to this fupdiotal, the total estimated funding
needed in Personal Services was calculated at 1,291..

FY 07-08 Estimated FTE Increase

As shown in Table 3, the FY 06-07 Long Bill plussgal bills provided an appropriation
of 226.7 FTE. This was then increased by 4.0 FhESeptember 20, 2006 from an
Emergency Supplemental for Exceeding ProcessingeéBnes Staff, and 0.2 FTE from
the annualization of partial year funding from fleuary 3, 2006 Budget Amendment #6
for Payment Error Rate Measurement, resultingkY ®7-08 Base Request including the
September 20, 2006 Emergency Supplemental of ZB0E9 Compared to the FY 07-08
estimated need for FTE and expenditures calculatéchble 2 of 243.7, the FY 07-08
Base Request of 230.9 is 12.8 FTE below the cooretipg funding level.
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Concerns or Uncertainties of Alternative There are no concerns with this position as tisild only allow the Department to
expend existing funding, yet remain within its bathygy FTE count.

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

General Description of Alternative The requested increase to the Department’s FTREtas not approved.

Calculations for Alternative’s Funding  No change in funding with this alternative.

Concerns or Uncertainties of Alternative The Department would continue to revert dollarsts Personal Services appropriation.
Staffing levels may need to be adjusted to stayhiwithe authorized limit, with
consequences being that federal and state requitemaght not be accomplished in a
timely manner.

Supporting Documentation

Analytical Technique Cost — Effectiveness

Quantitative Evaluation of Performance -

Costs Benefits

Alternative A $0 | For no additional funding, the Department would D28 additional FTE to perform critical
functions. This would also assist the Departmemgsues regarding turnover that it has
experienced in the past.

Alternative B $0 | No benefits. The Department would either contittugevert Personal Services funding every
year or exceed its FTE count, and there would beasttive impact to the current turnover the
Department is experiencing.

Statutory and Federal Authority 24-1-107, C.R.S. (2006). Internal organizatioh department - allocation and
reallocation of powers, duties, and functions 4tiatons. In order to promote economic
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Department Objectives Met if Approved

and efficient administration and operation of armipal department and notwithstanding
any other provisions of law, except as providedsattion 24-1-105, the head of a
principal department, with the approval of the gowe, may establish, combine, or
abolish divisions, sections, and units other thaase specifically created by law and
may allocate and reallocate powers, duties, andations to divisions, sections, and units
under the principal department, but no substanturection vested by law in any officer,
department, institution, or other agency within grencipal department shall be removed
from the jurisdiction of such officer, departmeimistitution, or other agency under the
provisions of this section.

25.5-1-104 (2) and (4), C.R.S. (2006). Departnwritealth care policy and financing
created - executive director - powers, duties,fandtions..(2) The department of health
care policy and financing shall consist of an exseudirector of the department of
health care policy and financing, the medical seegi board, and such divisions,
sections, and other units as shall be establishgdhle executive director ... (4) The
department of health care policy and financing bkhbhke responsible for the
administration of the functions and programs asfegh in part 2 of this article.

2.1 To build and maintain a high quality, custotfftzused team.

4.2 To develop enhanced training and retentionegji@s for Departmental staff.
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Table A
Children's Basic Health Plan Trust Fund Analysis
For FY 07-08 Change Request DI-3 "Adjust Childrens Basic Health Plan Medical Premium and Dental Costfor Caseload and Rate Changes"
Actual Actual Estimated Requeste!
TRUST REVENUES FY 04-05 FY 05-06 FY 06-07 FY 07-08 Source
A [Beginning Balance $5,389,901 $9,025,27p $4,411,882 $0) Actual and (
Appropriations,
B |General Fund Appropriation/ FY 06-07 Estimated N° $3,296,34 $2,000,00 $1,473,07 $0 Footnote
C |January, 2006 transfer from the State Controller $0 $900,000 $Q $ Footnote
Appropriations an
Estimate from
Legislative Council
D |Tobacco Master Settlement Appropriation to Trust $20,629,548 $20,927,529 $19,248,927 $21,465/077 June 200t
E |Interest Earnings $587,893 $752,518 $566,545 $507,888ble B Attachmen
F |Annual Enroliment Fees $122,626 $191,726 $218,700 $239,559 Footnote 3
G |Accounts Payable Reversions from Prior Year $156,901 $45,89¢ $0 0 Actual
H |Federal Match Earnings $40,591,093 $41,801,325 $46,430,785 $48,071/835 Footnote -
| Total Revenues $70,774,30B $75,644,2p4 $72,349,p17 2840359 Sum A
TRUST EXPENDITURES
J | Program Cash Funds Exempt Estimated Expenditures $20,723,603 $20,944,551 $25,041,079 $25,895/466 Footnote
K [Internal Administration Cash Funds Exempt EstirddEgpenditures $434,34p $386,5P6 $878,053 $903|9@dble E Attachment
L |Federal Match Expenditures 40,591,093] $41,801,32p $46,430,7B5 $48,071,835 Footnote -
M [SB 05-211 Transfer $8.1 Million to General Fund $0 $8,100,00d $( $0
N Total Expenditures $61,749,039 $71,232,342 $72,349,917 $74,871,205 Sum J:Nh
O |Remaining Balance $9,025,27 $4,411,88 ($0) ($4,586,84¢€ I-N
P | Total General Fund Requested $4,481,968
Q [Additional Interest Earnings if General Fund ispAgpriated $104,878[Table B Attachment
R |Final Ending Balance of Trustfund ($0) Sum O:C
Notes

1. The FY 06-07 amount is an estimated need frobeTaof Attachment 1. The FY 07-08 money is theamh requested herein. FY 04-05 and FY 05-06 axeabappropriations,
while FY 06-07 and FY 07-08 are projected amounts.

2.1n 2002, the Department transferred funds frioen@BHP Trust Fund to the State Treasury to rethe&eneral Fund deficit. In January 2006, $900y088 refunded to the
Trust.

3. Annual enroliment fees for FY 06-07 and FY 07v@&e estimated using the FY 05-06 experience of8ser average monthly enrollme

4. Figures for FY 04-05 and FY 05-06 are actuals|erfigures for FY 06-07 and FY 07-08 are projent. See Table C and D in Attachment I.

5. The FY 07-08 request assumes that the ChildBars Health Plan is appropriated an additionaf $1,911 for FY 06-07, or that the program is capfoe FY 06-07

to keep expenditures within the appropriated amount
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Table B

Estimation of Interest Earnings to the Trust Fund
FY 04-05
Interest Earned in FY 04-05 $587,89]
Beginning Balance, Non-Interest Deposits, Apprdjoies to the Trust $29,438,4p1
Ratio of Interest Earned 2.00%
FY 05-06
Interest Earned in FY 05-06 $752,51%
Beginning Balance, Non-Interest Deposits, Apprdjoies to the Trust $32,144,5p5
FY 06-07
Beginning Balance, Non-Interest Deposits, Apprdjoies to the Trust $25,352,5B7
Multiplied by Ratio of Interest Earned to Those Bewes Equals Interest Earni $566,54!
FY 07-08
Beginning Balance, Non-Interest Deposits, Apprdjoies to the Trust $21,704,6B6
Multiplied by Ratio of Interest Earned to Those Bewes Equals Interest Earnings $507]888
Requested General Fund Appropriation $4,481,968
Multiplied by Ratio of Interest Earned to Those Bewes Equals Interest Earni $104,87{
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Table C

FY 06-07 Children's Medical, Prenatal, Dental, Admiistration Request and Funding Splits
FY 06-07 CBHP Children's Medical Expenditures Reference CBHP Trust Tobacco Tax Total Expenditures
FY 06-07 Enrollment Estimate Table G 45,94 3,30p 49,2%5
Medical Premium PMPM $105.84 $105.88 $105.88
Total Children's Medical Expenditures 58,380,961 4,247 $62,581,4392
Annual Enroliment Fee Collection Per Enrofiee $3.79 $13.5f
Total Annual Enroliment Fee Collections (Cash Fipds $173,83 $44,842 $218,7p0
Expenditures To Be Matched by Federal Funds $58,207,12B $4,155,699 $62,362,§32
Title XXI Federal Funds $37,834,6B0 $2,701,[L46 $40,524
Cash Funds Exenfpt $20,546,33|L $1,499,3p5 $22,045,656
FY 06-07 CBHP Prenatal Services Expenditurgs ~ Table H $1,492,88 $18,726,9¢7 $20,219,855
Title XXI Federal Funds $970,3f7 $12,172,$29 $13,1a4,9
Cash Funds Exemipt $522,411 $6,554/438 $7,076,949
FY 06-07 Children's Basic Health Plan Premiums Cos| $59,873,84P $22,927,438 $82,801,p87
Title XXI Federal Funds $38,805,0p7 $14,873,675 $53,637
Cash Funds Exemijt $21,068,842 $8,053,763 $29,122,605
FY 06-07 CBHP Dental Expenditures
FY 06-07 Enrollment Estimate Table G 45,949 3,306 49,25p
Percentage of Caseload Capitated for Dental Benefit 78.9% 78.9% 78.9%0
Children Capitated for the Dental Benefit 36,254 2,608 38,86p
Dental Premium PMPM $13.3( $13.3p $13.30
Subtotal CBHP Dental Benefit Cost$ $5,786,138 $416743 $6,202,37p
Title XXI Federal Funds $3,760,9P0 $270,554 $4,031}544
Cash Funds Exemipt $2,025,148 $145]683 $2,17¢,831
FY 06-07 Children's Basic Health Plan Administratin Table F $4,181,20y $1,340,000 $5,521,207
Title XXI Federal Fund $621,890 $656,305 $1,278]195
Title XIX Federal Fund $1,612,2p8 $165,150 $1,778}37
Cash Funds Exempt $1,947,089 $518)545 $2,46%,634
FY 06-07 Internal Administration Expenditures $2,5@8,723 $59,72B $2,568,4p1
Title XXI Federal Fund $1,630,6[70 $38,823 $1,6691493
Cash Funds Exemijit Table E $878,051 $20,905 $898,9p8
Internal Administration Cash Funds Exempt $878|053 0,925 $898,958
All other Cash Funds Exempt $25,041,079 $8,717,991 3,759,07
Title XXI and Title XIX Federal Fundg $46,430,185 165004,507 $62,435,292
Total Children's Basic Health Plan Expenditureg $72349,917 $24,743,403 $97,093,320
! Please see the narrative for Premiums and Dental detailed explanation of these rates. SoureActuarial Report, July 2005, page 1-2; Self-&fed Rate = $120.30; HMO Rate = $95.44; Rate
weights calculated from FY 05-06 YTD Average - Salihded Weight = 42%; HMO Weight = 58%.
2 Annual enroliment fees per enrollee is estimatezbtian the actual collections for FY 05-06 ($3.%&7%1,152 / 45,239 in enrollment). The $13.57 peole for the Tobacco Tax
expansion population is based on the FY 05-0O6ndistount of new applications and the aggregatebrer of children (46,092 clients/ 17,887 cases58 2lients/case).
$35 per family with an average of 2.58 children faenily = $13.57 / new enrollee.
3 Cash Funds from annual enroliment fees are nabkdifpr a federal match.
“Cash Funds from annual enrollment fees are inclimiéite Cash Funds Exempt shown here.
® This is the State match for Internal Administratitt is paid for through the Trust Fund, but ieedted as Cash Funds Exempt
to other line items in the Long Bill.
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Table D

FY 07-08 Children's Medical, Prenatal, Dental, Admiistration Request and Funding Splits
FY 07-08 CBHP Children's Medical Expenditures Reference CBHP Trust Tobacco Tax Total Expenditures
FY 07-08 Enrollment Estimate Table G 45,044 5,094 50,143
Medical Premium PMPM $112.68 $112.68 $112.68
Total Children's Medical Expenditures 60,913,456 6,88903 $67,801,399
Annual Enroliment Fee Collection Per Enrofiee $3.78 $13.5¥
Total Annual Enroliment Fee Collections (Cash Fipds $170,433% $69,126 $239,5p9
Expenditures To Be Matched by Federal Funds $60,743,028 $6,818,7Y7 $67,561,800
Title XXI Federal Funds $39,482,965 $4,432,205 $43,914
Cash Funds Exenfpt $21,430,491 $2,455,698 $23,886,189
FY 07-08 CBHP Prenatal Services Expenditurgs ~ Table H $1,235,3638 $22,343,803 $23,579,166
Title XXI Federal Funds $802,986 $14,523,472 $15,328,4
Cash Funds Exemipt $432,377 $7,820(331 $8,25%,708
FY 07-08 Children's Basic Health Plan Premiums Cos| $62,148,81P $29,231,7p6 $91,380,625
Title XXI Federal Funds $40,285,9p1 $18,955,677 $59,629
Cash Funds Exenifpt $21,862,868 $10,276,029 $32,138,B97
FY 07-08 CBHP Dental Expenditures
FY 07-08 Enrollment Estimate Table G 45,049 5,094 50,14B
Percentage of Caseload Capitated for Dental Benefit 78.9% 78.9% 78.9%0
Children Capitated for the Dental Benefit 35,544 4,019 39,56
Dental Premium PMP# $13.97 $13.9¢ $13.97
Subtotal CBHP Dental Benefit Cost$ $5,958,596 $67354 $6,632,34]L
Title XXI Federal Funds $3,873,087 $437,934 $4,311]022
Cash Funds Exemipt $2,085,509 $235)811 $2,321,319
FY 07-08 Children's Basic Health Plan Administratin Table F $4,181,20y $1,340,000 $5,521,207
Title XXI Federal Fund $621,890 $656,305 $1,278]195
Title XIX Federal Fund $1,612,2p8 $165,150 $1,778}37
Cash Funds Exempt $1,947,089 $518)545 $2,46%,634
FY 07-08 Internal Administration Expenditures $2,5&,583 $59,72B $2,642,3|L1
Title XXI Federal Fund $1,678,6[79 $38,823 $1,717}502
Cash Funds Exemijit Table E $903,904 $20,905 $924,8D9
Internal Administration Cash Funds Exempt $903{904 0,925 $924,80p
All other Cash Funds Exempt $25,895,466 $11,030,385 36,925,851
Title XXI and Title XIX Federal Funds $48,071,435 2($253,889 $68,325,7p4
Total Children's Basic Health Plan Expenditureg $7/471,208 $31,305,179 $106,176,384
! please see the narrative for Premiums and Deottal detailed explanation of these rates. Soure# Actuarial Report, June 2006, page 1-2; SelfdashRate = $124.00; HMO Rate = $104.48; Rafe
weights calculated from FY 05-06 YTD Average - Salihded Weight = 42%; HMO Weight = 58%.
2 Annual enroliment fees per enrollee is estimatexedan the actual collections for FY 05-06 ($3.%&871,152 / 45,239 in enroliment). The $13.57 peoli&e for the Tobacco Tax
expansion population is based on the FY 05-Oéndistount of new applications and the aggregatebrar of children (46,092 clients/ 17,887 cases58 2lients/case).
$35 per family with an average of 2.58 children faenily = $13.57 / new enrollee.
3Cash Funds from annual enroliment fees are nablifpr a federal match.
“Cash Funds from annual enroliment fees are inclimiéite Cash Funds Exempt shown here.
® This is the State match for Internal Administratitt is paid for through the Trust Fund, but isedted as Cash Funds Exempt
to other line items in the Long BiIll.
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Table E

Internal Administration Appropriation and Request

Cash Funds Exempt From Children's Basic Health Plarust Fund

FY 06-07 HB 06-1385

FY 07-08 Reque|

st

Source

—

Personal Services $202,359 $235,74%

Health, Life, z_;md Pental $11,294 $11,654 FY 06-07: Letternotes i
Short-term Disability $458 $541 )
Salary Survey and Senior Executive Survey $4,685 $4,661 HB 06-1385 (Long Bill
SB 04-257 Amortization Equalization Disbursement $3,043 $6,091

Operating Expenses $701 $701]

Legal Services and Third Party Recovery Legal $esvi $5,945 $5,945

Fiscal Agent Fixed Price Contract (FY 05-06 Long BB 05-209) $224,016 $224,016

Medicaid Management and Information System Fedeténdated Reprocurement (November 15

2005 #DI-4) $7,771 $4,019 FY 07-08: Base Reques
HIPAA National Provider Identifier Assessment antgplementation (January 3, 2006 #S-12) $7,255 $0

Colorado Benefits Management System $408,266 $408,266

Colorado Benefits Management System - SAS 70 Audit $2,260 $2,260

Total from the Children's Basic Health Plan Trust Fund $878,053 $903,904

The FY 07-08 request has been updated per ComnimeBo
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Table F

Children's Basic Health Plan Administration Line Item
FY 07-08 Total Request from DI -
Line External Administration Costs FY 06-07 FY 07-08 Base FY 07-08 3inthe Novemberql, 2006 Budggt
Appropriation Appropriation  |Incremental Reques Request
Costs paid through the Children's Basic Health PlaiTrust Fund
1|Children's Operating Costs $3,638,229 $3,638,22P $0 $3,638,2P9
2|Outreach and Client Education $100,500 $100,500 $p $100,5¢0
3|Prenatal Operational Costs Budgeted $125,478 $125,478 $p $125,418
4|Subtotal Primary Administration (sum of lines 1 - 3 $3,864,207| $3,864,2017 $0 $3,864,207
5| Actuary $92,000 $92,00( $0 $92,04o
6/Quality Assurance $125,000 $125,000 $p $125,000
7|Claims Audit $100,000 $100,000 $p $100,000
8|Subtotal Professional Services (sum of lines 5 - 7) $317,000 $317,000 $p $317,000
9|Subtotal External Administration (line 4 + line 8) (SB 05-209 Long Bill) $4,181,207| $4,181,2017 $0 $4,181,207
10|Adjustments from HB 05-1262 (Tobacco Tax) |
11| Marketing $1,300,000 $1,300,000 0 $1,300,000
12| Application Redesign and Printing $40,000 $40,00( $0 $40,04o
13| Cost Allocation Study $0 $0 $0 $0
14| Actuary $0 $0 $0 $0
15[Subtotal External Administration (Sum of lines 11 -14) (HB 05-1262 Tobacco Tax) $1,340,000 $1,340,00D $0 $1,340,000
16| Total External Administration (Line 9 + Line 14) $5,521,207| $5,521,20[7 SO $5,521,207
FY 06-07 External Administration Funding Splits (Stite Funds from Children's Basic Health Plan Trust)
Title XXI Federal Match Request Allocation Dollars Matched @ 65%
Outreach and Client Education (Line 2) $100,50( 77.3% $77,687 $50,497
Eligibility and Enrollment (Line 1) $3,638,229 12.0% $436,587 $283,182
Professional Services (Line 8) $317,00( 100.0%0 $317,0p0 $206,050
Prenatal (Line 3) $125,474 100.0% $125,4y8 $81,461
Total Title XXI (Line 9) $4,181,207 $956,752 $621,9490
Title XIX Federal Match Request Allocation Dollars Matched @ 50%
Outreach and Client Education (Line 2) $100,50( 22.7% $22,814 $11,407
Eligibility and Enrollment (Line 1) $3,638,229 88.0%0 $3,201,642 $1,600,B21
Professional Services (Line 8) $317,00( 0.0% 0 40
Prenatal (Line 3) $125,474 0.0% 0 40
Total Title XIX (Line 9) $4,181,207 $3,224,4%6 $1,612,328
FY 06-07 External Administration Funding Splits (Stite Funds From Heatlh Care Expansion Fund)
Title XXI Federal Match Request Allocation Dollars Matched @ 65%
Outreach and Client Education (Line 11) $1,300,000 77.3% $1,004,900 $653,185
Eligibility and Enrollment (Line 12) $40,00( 12.0% $4,800 $3,1p0
Professional Services ( Line 13 + Line 14) $0 100.09 $ $p
Total Title XXI (Line 15) $1,340,00 $1,009,700 $656,405
Title XIX Federal Match Request Allocation Dollars Matched @ 50%
Outreach and Client Education (Line 11) $1,300,000 22.7% $295,1p0 $147,$50
Eligibility and Enrollment (Line 12) $40,00( 88.0% $35,200 $17,400
Professional Services ( Line 13 + Line 14) $0 0.0% $( $
Total Title XIX (Line 15) $1,340,00 $330,300 $165,1§50
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Table F

FY 07-08 External Funding Splits (State funds fronChildren's Basic Health Plan Trust)

Title XXI Federal Match Request Allocation Dollars Matched @ 65%

Outreach And Client Education (Line 2) $100,50 77.3% $77,687 $50,497
Eligibility and Enrollment (Line 1) $3,638,229 12.0% $436,587 $283,182
Professional Services (Line 8) $317,00 100.0%% $317,0p0 $206,$50
Prenatal (Line 3) $125,474 100.0%6 $125,4}8 $81,461
Total Title XXI (Line 9) $4,181,207 $956,752 $621,990
Title XIX Federal Match Request Allocation Dollars Matched @ 50%

Outreach And Client Education (Line 2) $100,50 22.7% $22,814 $11,407
Eligibility and Enrollment (Line 1) $3,638,229 88.0% $3,201,642 $1,600,B21
Professional Services (Line 8) $317,00 0.0% 0 40
Prenatal (Line 3) $125,474 0.0% 40
Total Title XIX (Line 9) $4,181,207 $3,224,4%6 $1,612,3228
FY 07-08 External Funding Splits (State Funds FrontHeatlh Care Expansion Fund)

Title XXI Federal Match Request Allocation Dollars Matched @ 65%

Outreach And Client Education (Line 11) $1,300,000 77.3% $1,004,900 $653,185
Eligibility and Enrollment (Line 12) $40,00( 12.0% $4,800 $3,1p0
Professional Services ( Line 13 + Line 14) $0 100.09 $ $p
Total Title XXI (Line 15) $1,340,00 $1,009,700 $656,405
Title XIX Federal Match Request Allocation Dollars Matched @ 50%

Outreach And Client Education (Line 11 ) $1,300,000 22.7% $295,1p0 $147,$50
Eligibility and Enrollment (Line 12) $40,00( 88.0% $35,200 $17,400
Professional Services ( Line 13 + Line 14) $0 0.0% $( $
Total Title XIX (Line 15) $1,340,00 $330,300 $165,1§50
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Table G

Children's Basic Health Plan: Children's Caseload Pojection for FY 06-07

Total Capitations Trend

Historical Monthly Capitations FY 05-06 FY 06-07 Projection
Monthly percent o Clients moving | Cumulative Client]
Cumulative clients moving | from CHP+to | moving from Expansion
addition from from CHP+to | Medicaid due td CHP+ to Medicai population
Adjust for Projection | Medicaid due t{Subtotal wit Medicaid dueto|  removal of | due toremovalof Subtotal projection
Traditional [ CBHPto | Final CBHP Including DefRA ID DefRA | Medicaid Asset | Medicaid Asset| Medicaid Asset | (from CBHP| Cumulative [ Including | Final CBHP|
FY98-99 [ FY99-00 | FY00-01| FYO01-02] FYO02-03 FYO03-04 F04-05 Caseload 200% Caseload Marketing® | requirement | Impact | Test Removal Test Test Trust Fund) Subtotal' | Marketing® | Caseload
Jul 8,263 19,239 25,221 35,741 44,618 51,846 37,159 40,271 736 41,00 52,832 26 52,85 3.3 (1,739) (1,739) 51,11 51,119 2,432 53,55
Aug 8,956 20,397 25,489 36,711 45,864 51,844 41,477 38,687 812 39,49 53,943 52 53,99 3.3 (1,779) (3,51%) 50,48 101,599 2,598 53,07
Sep 9,649 20,889 25,82q 37,284 46,857 51,626 41,355 39,187 898| 40,08 54,964 78 55,042 3.3 (1,809) (5,324) 49,71 151,317 2,761 52,47
Oct 10,347 21,904 26,431 38,344 48,1771 52,484 35,354 41,858 1,189 43,041 55,896 104 56,00 3.3 (1,84Q) (7,164) 48,83 200,153 2,921 51,75
Nov 11,082 22,699 27,383 38,977 48,734 50,882 37,303 43,449 1,348 44,791 56,783 131 56,91 3.3 (1,869) (9,033) 47,88 248,034 3,079 50,96
Dec 11,704 22,944 27,958 39,247 49,258 49,001 38,036 44,439 1,464 45,903 57,625 158| 57,78 3.3 (1,897) (10,930) 46,85 294,887 3,235 50,08:
Jan 12,649 23,652 28,887 40,052 50,492 47,156 37,989 45,948 1,638 47,58 58,423 185 58,60: 3.3 (1,923) (12,853) 45,75! 340,647 3,390 49,14
Feb 13,798 23,997 30,528 40,324 50,930 44,976 40,610 47,377 1,776 49,153 59,199 212 59,41 3.3 (1,949) (14,802) 44,60 385,251 3,544 48,15.
Mar 15,074 24,491 31,795 41,644 51,192 42,979 43,337 49,533 1,915 51,444 59,953 239 60,19: 3.3 (1,973) (16,77%) 43,41 428,664 3,697 47,114
Apr 16,603 24,801 33,073 42,699 51,511 41,353] 44,175 49,884 2,018 51,903 60,684 266| 60,95 3.3 (1,999) (18,773) 42,17 470,845 3,850 46,02
May 17,341 25,019 34,163 43,351 51,399 39,111 41,709 50,602 2,137 52,73 61,414 293] 61,70: 3.3 (2,029) (20,79%) 40,91 511,754 4,003 44,91
Jun 18,436 25,194 34,907 43,745 51,564 37,069 41,552 51,631 2,263 53,894 62,144 320 62,46/ 3.39 (2,049) (22,841) 39,62! 551,383 4,156 43,78
Average
Monthly
Capitation
12,825 22,939 29,305 39,843 49,216 46,694 40,005 45,239 1,516 46,755 57,822 172 57,99: (12,045, 45,949 3,306 49,255
Annual /
Growth * 78.8% 27.8Y9 36.096 23.56 -5.1% -14.8%) 13.48% 16.99 2}.8% 0.4% 28.2% -26.6% 118.09 5.3
Supporting Calculations for the Impact of the Real@f the Medicai
Asset Test
Monthly
percent of Cumulative]
clients Clients Clients
Projection | moving from| moving from| moving fron
Including CHP+to | CHP+to | CHP+to
FY 06-07 | Marketing | Medicaid® Medicaid Medicaid
Jul 52,832 3.39 (1,739) (1,73p)
Aug 53,943 3.39) (1,776) (3,51F)
Sep 54,964 3.39 (1,809) (5,3%)
Oct 55,896 3.39) (1,840) (7,16)
Nov 56,783 3.39 (1,869) (9,038)
Dec 57,625 3.39) (1,897)  (10,930)
Jan 58,423 3.39 (1,923) (12,89)
Feb 59,199 3.39) (1,949) (14.80p)
Mar 59,953 3.39 (1,973) (16,77F)
Apr 60,684 3.39) (1,994)  (18,77B)
May 61,415 3.39 (2022)  (20,7%)
Jun 62,146 3.39 (2,04¢)  (22.841)
Impact on Average Monthly Enrollment (12,045

The annual growth is percentage change in averagéhiy capitation.
2The bold indicateactuals. The February through June numbers inéhrdeasted retroactivity.
?Monthly base growth is calculated as a constantcfi6Bts for traditional and 150 for expansion.eTharketing impact is assumed to decline by 50%jparter. Please see CBHP Change Request Nariativ®re details.

“ Caseload beyond the FY 03-04 level of 560,328 neemitonths is financed by the Health Care ExparfSiord.

°The 3.3% monthly rate of clients moving from CHR+Medicaid is based on an annualized rate of 39.5%.
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Table G

Children's Basic Health Plan: Children's Caseload Pojection for FY 07-08

Total Capitation Trend
Historical Monthly Capitations FY 06-07 Projection FY 07-08 Projection
Clients moving
Cumulative | from CHP+ to Expansion
addition from| Medicaid due t population
Subtotal (fron| Adjust for Projection | Medicaid dud ~ removal of Subtotal projection Final
CBHP Trust| CBHP to | Final CBHP Including | to DefRA ID | Medicaid Asse{ (from CBHP| Cumulative| Including | CBHP

FY 98-99| FY 99-00 FY00-0] FY01-0p FYO02-Q3 FY03-4 Fo4-05 FY 05-06 Fund) 200% Caseload Marketing® | requirement Test’ Trust Fund)| SubtotaP | Marketing® | Caseload|
Jul 8,263 19,233 25,221 35,741] 44,618 51,846| 37,159 41,007 51,119 2,432 53,551 63,227 26 (22,841) 40,417 40,412 4,308 44,72
Aug 8,956 20,397 25,489 36,711] 45,864 51,844 41,477 39,499 50,480 2,598 53,074 64,227 52 (22,841) 41,434 81,850 4,457 45,894
Sep 9,649 20,889 25,826 37,284] 46,857 51,626| 41,355 40,085 49,718 2,761 52,479 65,144 78 (22,841) 42,389 124,233 4,604 46,981
Oct 10,347 21,906 26,431 38,344] 48,177 52,484 35,354 43,047 48,836 2,921 51,757 65,984 104 (22,841) 43,244 167,481 4,748 47,99
Nov 11,082 22,698 27,383 38,977 48,734 50,882| 37,303 44,797 47,881 3,079 50,960 66,784 130} (22,841) 44,079 211,554 4,890 48,964
Dec 11,704 22,944 27,958 39,247 49,258 49,001 38,036 45,903 46,853 3,234 50,089 67,542 156 (22,841) 44,857 256,411 5,030 49,881
Jan 12,649 23,652 28,887 40,052 50,492 47,156| 37,989 47,586 45,755 3,39 49,145 68,261 182 (22,841) 45,60 302,013 5,170 50,773
Feb 13,798 23,997 30,528 40,324] 50,930 44,976| 40,610 49,153] 44,609 3,544 48,153 68,960 209 (22,841) 46,324 348,341 5,309 51,637%
Mar 15,074 24,491 31,795 41,646 51,192 42,979| 43,337 51,448 43,417 3,697 47,114 69,639 236 (22,841) 47,034 395,374 5,447 52,48%
Apr 16,603 24,801 33,073 42,690 51,511 41,353| 44,175 51,902 42,177 3,85( 46,027 70,297 263 (22,841) 47,719 443,094 5,585 53,304
May 17,341 25,015 34,163 43,351 51,399 39,111 41,709 52,739 40,913 4,003 44,914 70,955 290 (22,841) 48,404 491,499 5,723 54,124
Jun 18,436 25,196 34,907 43,745 51,564 37,069] 41,552 53,894 39,625 4,154 43,781 71,613 317 (22,841) 49,089 540,587 5,861 54,95(
Average
Monthly
Capitation

12,825 22,935 29,305 39,843] 49,216 46,694| 40,005 46,755| 45,949 3,304 49,255 67,720 170 45,04 5,094 50,143

Annual
Growth* 78.8% 27.89 36.096 23.5ph 5.1% -14.3% 16]9% 114.0% .3% 1j7.1%  0.3% -2.09 54.1% 1.8¢0

*The annual growth is percentage change in averagehty capitation.

“The bold indicateactuals. The February through June numbers indhréeasted retroactivity.

¥Monthly base growth is calculated as a constantcii@fits for traditional and 135 for expansion.eTharketing impact is assumed to decline by 50%parter. Please see CBHP Change Request Narfatiweore details.
“ Total number of clients moved from CHP+ to Meditat the end of FY 06-07. Please see FY 06-O%ptiop for detail.

5 Caseload beyond the FY 03-04 level of 560,328 meminnths is financed by the Health Care ExpanBiord.
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Table H

Children's Basic Health Plan: Prenatal Caseload Prection for FY 06-07 and FY 07-08

Total Capitations Trend
Historical Monthly Capitations FY 06-07 Projection FY 07-08 Projection

FY 06-07 FY 07-08

Traditional Expansion Traditional Expansion

Population population Population population

FY 05-06 | FY 05-06 Projection | Cumulative | projection Projection | Cumulative | projection
Traditional [ Expansion| FY 05-06 including Traditional Including including Traditional Including EY 07-08
Capitations in the Prenatal and Delivery Program  ORY03| FY 03-04| | FY 04-0§ Population| Population| Total? Marketing® | Population® | Marketing® | FY 06-07 Total Marketing® | Population’ | Marketing® Total
July 409 - 985 28| 1,013 1,120 1,124 148 1,264 1,619 1,619 364 1,98
August 335 185 965 40 1,004 1,169 2,289 169 1,334 1,66 3,279 382 2,047
September 250 260 1,000 54 1,054 1,216 3,509 189 1,405 1,70( 4,979 399 2,09
October 190 175) 299 1,011 68| 1,079 1,262 4,761 209 1,471 1,739 6,714 414 2,15
November 388 124 397 1,018 77| 1,095 1,307 6,074 228 1,535 1,771 8,494 432 2,20
December 506 81 507 1,038 87| 1,124 1,351 7,424 246 1,591 1,814 10,30 447 2,26
January 580 40 609 1,107 118 1,225 1,390 8,819 263 1,653 1,844 12,154 4614 2,307
February 631 14 714 1,099 123] 1,227 1,428 10,249 280 1,704 1,871 14,033 475 2,35]
March 678 - 859 1,065 125 1,194 1,465 11,704 297 1,763 1,907 15,93 489 2,39
April 753 - 933 1,049 143] 1,197 1,502 13,21( 313 1,814 1,931 17,874 503 2,44
May 586 - 962 1,023 135 1,154 1,539 14,749 329 1,869 1,961 19,84 517 2,484
June 467 - 954 1,069 126 1,199 1,576 16,324 345 1,921 1,991 21,84 531 2,52
Total Member Months (133% to 185% FPL) 4,779 1,428 6,678 12,428 1,124 13,553 16,325 3,014 19,341 21,84 5,414 27,254
Average Member Month 531 179 557 1,034 94 1,129 1,360 251 1,613 1,82( 457 2,27
Annual Growth -70.129 367.65% 86.10p6 9.04% 102.94% 31.36% 168{33% 44.72% 33.78Y 79.58% 40.92p0
FY 06-07 FY 07-08

FY 03-04 Enrollment Level (Funded by CBHP Trust &un 1,428 1,428
Enrollment above the FY 03-04 Level (Funded bytflealth Care Expansion Fund) 17,913 25,828|
Total Prenatal Member Months 19,341 27,256
Total Member Months 19,341 27,256
Actuarial Cost Per Member Month (including delivery costs)5‘ € $1,045.44 $865.10)
Projected total expenses for enrollment at the BY)@ Level (CFE from CBHP Trust Fund) $1,492,88: $1,235,36!
Projected total expenses for enroliment above 18304 Level (CFE from Health Care Expansion Fund) $18,726,96f $22,343,80p
Total Prenatal and Delivery Cost $20,219,85p $23,579,16|S

“The annual growth is percentage change in averagéhty capitation.

2The bold indicates actuals. The February througte humbers include forecasted retroactivity.

3The traditional prenatal base caseload is project@ttrease by 32 capitations per month from thulpecember 2006, and decrease by 10% every 6 mitvelreafter, to 23 clients per month from Jantmdune 2008. The expansion prenatal base casslpasjected
to increase by 12 capitations per month from Jupécember 2006, and decrease by 10% every 6 miheiesafter, to 9 per month from January to Jurg820

“ Caseload beyond the FY 03-04 level of 1,428 memimeths is financed by the Health Care ExpansiowdFu

® The FY 06-07 requested cost per member month 64144 was taken from the Leif Actuarial Repotedaluly 6, 2005 and represents a weighted averizhe costs for a member month.

¢ The FY 07-08 requested cost per member month &6.$8 was taken from the Leif Actuarial Report datane 15, 2006 and represents a weighted avef#ge costs for a member month..
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Graph 1

CBHP Children's Enrollment
Projection for FY 06-07 and FY 07-08
60,000 Medicaid Asset
55,000 - - Test Removal
50,000 Stops
45,000 - Begin \/
Enrollment N
40,000 - Car
35,000 ] Medicaid Asset
Remove Test Removal
30,000 - Enrollment Completed
Cap
25,000
20,000 ‘ ‘ ‘ ‘ ‘ ‘
¥y 8 I IFE OSSP HPD vv o & S R
THEI I F LSS FEFFOLLELE L SRR
ORI A SN I N o‘@vQ SRR RN & &

Attachment 1 Page 12

November 1, 2006



Table |

SCHIP Federal Allotment Forecast for Colorado as ofNovember 1, 2006
State Fiscal Year (July 1 - June 30) | FY 05-06 | FY 06-07 | FY 07-08 | FY 08-09 | FY 09-10 | FY 10-11
Inflation Rate for Medical Expenses | | | | 7.42% 7.42% 7.42%
Prenatal And Delivery Costs
Women's member months 13,552 19,341 27,256 33,300 38,076 42,25p
Monthly Rate $816.97 $1,045.44 $865.10 $929.32 $998.31 $1,07p.42
Subtotal Prenatal and Delivery Costs $11,071,577 $20,219,855 $23,579,166 $30,946)356 $38521 $45,311,89
Children's Medical Premiums
Average Children's Caseload for Medical Premiums 7% 49,255 50,148 59,481 66,73 73,020
Cost Per Child for Medical Premiums $101.44 $105.84 $112.68 $121.p4 $130[03 $139.68
Children's Premiums Total Funds $56,914,129 $62,581,433 $67,801,359 $86,403)678 $15942 $122,393,20B
Less Annual Enrollment Fees (No Federal Match) | ($n2a) ($218,700) ($239,559) ($284,2D0) ($318,813) (s
Children's Dental Premiums
Average Children's Caseload for Dental (78.9% t&ltcaseload) 36,890 38,86P 39,568 46,93p 52,65P 57,618
Cost Per Child for Dental $11.82 $13.30 $13.9¢ $15.01 $16.J12 $17132
Children's Dental Total Funds $5,232,478 $6,202,37b $6,632,311 $8,453,p32 $10,185,003 $11,974,284
Subtotal Medical Expenses | $73,026,459 $88,784,963 $97,773,907 $125,519[766 $037,86] $179,330,52p
Administration
Annual Admin increase 2.37% 2.37% 2.37%
Admin (Estimate) $6,365,221| $5,533,244 $5,664,3B2 $5,798,628 $5,936,055 6,076,740
Total Funds $79,391,679 $94,318,2(7 $103,437,889 $131,318)394 939,841 $185,407,26b
Federal Funds at 65% $51,604,591 $61,306,835 $67,234,498 $85,356/956 $10398H $120,514,72p
Federal Fiscal Year (Oct - Sep) |  FFY2006 | FFY 2007 | FFY 2008 | FFY 2009 | FFY 2010 | FFY 2011
Total Funds $83,123,311 $96,598,078 $110,407,865 $137,973}756 164697 $185,407,26p
Federal Funds Needed $54,030,152 $62,788,751 $71,765,113 $89,682)941 $10382 $120,514,72p
Federal Allotment $57,951,287 $57,951,287 $57,951,287 $57,951)287 $528B1 $57,951,28
Redistributions $0 $0 $0 $0 $0 $
Available from Prior Years $102,056,558 $105,977,693 $101,140,229 $87,326,403 585549 $6,421,68B
Total Federal Funds Available $160,007,845 $163,928,980 $159,091,%16 $145,277,690 3,544,036 $64,372,97p
Unspent / (Amount needec $105,977,69 $101,140,22 $87,326,40 $55,594,74 $6,421,68 ($56,141,75:

Notes

1.) Caseload and rates for FY 06-07 and FY 07-68ram Table C and D.

2.) Caseload growth for the Prenatal Program assdf@enembers per month after FY 06-07.
2.) Caseload growth for the Chidlren's Programmagssu420 members per month in FY 07-08 and 300 menplee month each year after that. There is ardipeé FY 07-08 average monthly enroliment
because the enroliment declines throughout FY 08t@7to the removal of the Medicaid Asset Testdfoee the ending enrollment in FY 06-07 is lowertlthe average for that year.
4.) The inflation rate used for medical expense¢késaverage requested increase in average capitates from FY 01-02 to FY 05-06.
5.) The inflation rate used for administrative exges is a ten year average of Colorado CPI rurfrimg 1995 through 2004, where 2001 - 2004 werecfsted figures.
6.) The administration estimate for FY 05-06 and@¥07 includes grants, the Title XXI allocationtbé Administration line item, the CBMS allocatiand the allocation of other Internal Administration

expenses and is taken from the FFY 2005 annualtrep€MS

7.) Federal Fiscal Years are estimated using 758hefState Fiscal Year and 25% of the next.
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Table J

Estimate of General Fund Need for Children's Basitiealth Plan Trust Fund in FY 06-07*

Children Dental Prenatal |

Caseloag  Rates Expenditurep Caseload Rdtes  Expendjturesselo@d Rates Expenditufes
FY 05-06 Appropriation 42,547 $101.44 $51,779,499 36,01$11.82 $5,256,27p 1,428 $816.p7  $1,166,p33
FY 05-06 Revised Projection 45,239 $101}44 $55,055)863 35,730 $11.82 $5,073,640 1,428 $816/97 $1,166}633
Difference Due to Caseload 2,692 $101)44 $3,276]164 286), $11.82 ($182,61p D $816.97 0]
Difference Due to Rates 45,239 $0.p0o 50 35,730 $0.00 $0 4281, $0.00 $d
FY 05-06 Total Difference Between
Projection and Appropriation 2,692 $0.00 $3,276,16[4 (1,286)  $0.p0 ($182,612) 0 $0.00 $0
FY 06-07 Appropriation 38,635 $104.14 $48,293,450 33,61$13.30 $5,377,929 1,428 $905.54  $1,293,111
FY 06-07 Revised Projection 45,949 $105)88 $58,401|179 36,254| $13.30 $5,800,640 1,428 $1,045(44  $1,492|888
Difference Due to Caseload 7,314 $104(14 $9,142]500 422,6 $13.30 $422,72¢ D $905.5%4 50
Difference Due to Rates 45,949 $1.74 $964,929 36254 0040. $0 1,428 $139.90 $199,717
FY 06-07 Total Difference Betweel
Projection and Appropriation 7,314 $1.74 $10,107,420 2,642 $0.p0 $422,¥20 0 $13P.90 , 51D
FY 06-07 Appropriation 38,635 $104.14 $48,293,150 33,61%$13.30 $5,377,929 1,428 $905.64  $1,293,111
FY 07-08 Projection 45,04p $112.68 $60,906,348 35680 3.9  $5,977,44( 1,428 $865.10 $1,235,363
Difference Due to Caseload 6,414 $104(14 $8,017}500 681,9 $13.30 $314,88( D $905.94 50
Difference Due to Rates 45,049 $8.p4 $4,594,p98 35580 0.679 $284,64( 1,428 ($40.44) ($57,748)
Total Difference Between FY 07-08
Projection and FY 06-07 Appropriation 6,414 $8.54 $12,612,498 1,968 $0.67 $599,520 0 ($4p.44) 7,188

FY 06-07 General Fund Need Calculation

FY 06-07 Total Funds Required $10,729,926
FY 06-07 Cash Funds Exempt Requi?ed $3,737,631
Tobacco Settlement Estimate from JBC Figure Setting $20,973,924
Tobacco Settlement Actual $19,248,92f
Additional Need Because of Less Settlement Funding 1%24,99
Internal Administration and Interest 3 $422,331
Total Trust Fund Need $5,884,96
Available Trust Fund Balance $4,411,88p
FY 06-07 General Funds Required $1,473,08

! This analysis includes only traditional clients,expansion clients are funded by the Health Capaiision Fund rather than the Children's BasictHélan Trust Fund.

2 In calculating the State CFE portion, enrollmesgsf must be subtracted from the initial total exjiare. Due to differences in enroliment, the Dém@nt estimates this amount to be approximatelB$&BB,
whereas Figure Setting uses $122,859.

% This amount captures the increase in internal aistnation funds as well as changes in the amoLinterest income receive
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