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CHANGE REQUEST for FY 08-09 BUDGET REQUEST CYCLE

Department:

Health Care Policy and Financing

Priority Number:

DI-3

Change Request Title:

Children's Basic Health Rladical Premium and Dental Benefit Costs

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

[ ]Base Reduction Item FY 08-09
[ |Supplemental Request FY 07-08

SELECT ONE (click on box):

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

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

Short Summary of Reguest

Background and Appropriation History

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

This request is to increase the total funds gmmaton for the Children’s Basic Health
Plan Premium Costs by $28,607,957 from the FY 0&888e Request of $91,098,718.
This request also seeks to increase the Childissc Health Plan Dental Benefit Costs
appropriation by $2,945,586 from the FY 08-09 B&quest of $7,137,597. The
adjustments requested for FY 08-09 are the nettresincreased caseload estimates and
higher medical and dental costs. This request sd@glis to increase the appropriation of
Cash Funds for annual enrollment fees into thed@ml's Basic Health Plan Trust Fund by
$59,962, as well as a General Fund appropriatiothéoChildren’s Basic Health Plan
Trust Fund in the amount of $2,382,423 for FY 08«D8rder to balance the Trust Fund
due to increased expenditures for traditional tdien

The Children’s Basic Health Plan, marketed as th#édGHealth Plan Plus, is a program
that provides affordable health insurance to clidunder the age of 19 in low-income
families (up to 200% of the federal poverty leweho do not qualify for Medicaid and do
not have private insurance. The Children’s Basgalth Plan is a non-entitlement
program with a defined benefit package that usesmed administration. The federal
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government implemented this program in 1997, gigtgges an enhanced match on State
expenditures for the program. Colorado began sgrehildren in April of 1998. Where
available, children enroll in a health maintenammcganization. The Plan also has an
extensive self-insured managed care network thatiges services to children until they
enroll in a selected health maintenance organzatmd to those children who do not
have geographic access to a health maintenanceizagan.

In October 2002, under an expansion authorized B/ G2-1155 and a federal

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

budget balancing, enrollment into the Prenatal @elivery Program was suspended from
May 2003 through June 2004, with SB 03-291. Then&mal and Delivery Program

stopped funding care in November 2003, when thai@ng prenatal care, deliveries, and
postpartum care became a responsibility of theeSatly Prenatal Program, until all

enrolled women had delivered and received two n®ombstpartum care. Also, the
children’s program was capped in November 2003.Jully 2004, both programs began
accepting new applicants again.

HB 05-1262 (Tobacco Tax bhill) contained severalvigions that affected enrollment in
the Children’s Basic Health Plan. The followingvédiscal and caseload impacts to the
Children's Basic Health Plan:

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

« Provide funding for enroliment above the FY 03-Ododment level,

« Provide funding for cost-effective marketing, whimégan on April 1, 2006, and;

+  Remove the Medicaid asset test effective July D620hich has moved clients from
the Children’s Basic Health Plan to Medicaid.

The FY 07-08 Long Bill (SB 07-239) appropriated 5,813 in total funds to the
Children’s Basic Health Plan Premium Costs. Thprapriation was reduced by
$3,399,215 to $86,426,598, with changes for tHevahg five bills:
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General Description of Reqguest

« SB 07-004, which requires the Children's Basic thed&lan to provide Early
Intervention Services in line with those providedler Medicaid;

+ SB 07-036, which mandates coverage of certain rhbegdth disorders;

« SB 07-133, which moves the Children's Basic HeRl#m Premium Costs line item to
cash-based accounting, resulting in one-time saying

« SB 07-097, which increases eligibility in the Chid's Basic Health Plan to 205% of
the federal poverty level, and;

« HB 07-1301, which requires that the cervical cancenunization be provided in the
Children's Basic Health Plan.

The dental benefit for children was added to th#d€@n’s Basic Health Plan on February
1, 2002. This benefit has been managed througipigated contract with Delta Dental, a
dental plan administrator. As such, the contraetéwahinistrator bears the risk associated
with the dental benefit. The dental contract wabid for FY 07-08, and a new contract
was executed with Delta Dental. The plan admastr has an extensive statewide
network with over seven hundred providers. Theldtdm’'s Basic Health Plan dental

benefit is comprehensive, and now limits each diil$600 worth of services per year.

The FY 07-08 Long Bill (SB 07-239) appropriated ¥¥,840 in total funds to the
Children’s Basic Health Plan Dental Benefit CosfBhis appropriation was reduced by
$218,041 to $6,886,799, with changes for the fatigviwo bills:

« SB 07-133, which moves the Children's Basic HeBldn Dental Benefit Costs line
item to cash-based accounting, resulting in one-8avings, and;

« SB 07-097, which increases eligibility in the Chidd's Basic Health Plan to 205% of
the federal poverty level.

This request seeks:

« The funding necessary to allow natural enrollimemtwgh for children and pregnant
women;

+ To adjust the per capita costs for medical and alesgrvices in accordance with
actuarial projections, and;
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+ To adjust the Cash Funds appropriation to the @mld Basic Health Plan Trust
Fund for a revised estimate of enrollment fees,wedl as the General Fund
appropriation to balance the Trust Fund in FY 08-09

l. Description of Request Related to Children’s Preniums
Caseload Restatement (Exhibit C.12)

Through FY 06-07, the Children's Basic Health Ffsemiums Costs and Dental Benefit
Costs line items were using accrual-based accauntés a result, caseload was adjusted
for up to five months to include retroactive ermmahts, as counted by capitation
payments. SB 07-133 moved these line items to-lbased accounting beginning in FY
07-08. As a result, caseload will no longer beustdid for retroactivity. Reported
caseload will now be a snapshot of enrollment athefend of the month, similar to the
reporting of Medicaid caseload.

Due to this change, caseload is being restated toa€ly 01-02. Because caseload will
no longer take into account clients who becomeoestively eligible in subsequent
months, caseload will now be lower than previousigorted estimates. Using reports
generated from the Colorado Benefits Managemente8Bybetween January and June
2007, the Department estimates the non-retroactgeload to be approximately 10.5%
lower than the caseload previously reported. &bignate is used to restate the caseload,
which included retroactivity, to one without retobigity. Monthly caseload through FY
03-04 is reduced by 10.5%, and the new time-sésiessnoothed into the old caseload
series over the course of FY 01-02 and FY 02-O3eade note that the caseload
restatement affects the FY 03-04 enrollment lealegve which all traditional children are
funded through the Health Care Expansion Fund.s Tlew restated level is 41,786,
whereas the level was 46,694 under accrual-bassmliatng. The expansion children’s
caseload is restated back to the population’s tmepn July 2005 using the same
estimate. Although the caseload is lower undeh-easounting, this does not mean that
fewer children have been or will be served in tmegpam. See Exhibit C.12 for a
historical comparison of the capitation-based axlated caseloads, as well as a monthly
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comparison for FY 06-07. Comparisons of theselgads are also presented in graphical
form in Exhibit C.11.

Caseload Projections (Exhibit C.6)

In FY 06-07, many factors caused unexpected vityaiih the traditional children’s
caseload (up to 185% of the federal poverty lev&he Medicaid asset test was removed
on July 1, 2006, and was implemented gradually ¢hercourse of FY 06-07 as clients
came up for their annual redetermination. The Depent anticipated that the asset test
would increase the number of low-income childrenvimp from the Children's Basic
Health Plan to Medicaid. The number of childreitimgy the Children's Basic Health Plan
did in fact increase in the first three months &f 66-07, but decreased in subsequent
months. Because asset information is no longeleatetl at the client level, the
Department cannot identify clients moving from t@&ildren's Basic Health Plan to
Medicaid specifically because of the removal of dsset test. However, as discussed in
the Department’s June 20, 2007 FY 06-07 EmergenpplBmental #1, “Adjustments to
the FY 06-07 Children's Basic Health Plan Caselaad Costs”, the number of low-
income children leaving the Children's Basic HeBlldm was lower than anticipated.

In addition to the removal of the asset test, winels expected to decrease caseload, two
factors were expected to have a positive effectthentraditional children’s caseload.
First, the citizenship requirements of the DefRéduction Act of 2005 may have had a
positive impact on the Children's Basic Health Ptaseload. Children who do not
provide proper proof of citizenship may not gainditaid eligibility, but would still be
eligible for the Children's Basic Health Plan, whis not subject to the Deficit Reduction
Act. The Department clarified this policy in la@ctober 2006 and established more
specific procedures to accomplish this. The Depant currently has no way to quantify
this impact because the documentation processnsiahand is not yet incorporated into
the Colorado Benefits Management System.

Second, marketing of the Children's Basic HealthnFtegan in April 1, 2006. The
marketing campaign has been successful, and tharidegnt believes that it has had a
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positive effect on caseload in both the childred prenatal programs. A new marketing
campaign began on January 29, 2007. This televan radio campaign was launched
statewide, and targeted low-income and Hispaniafabipns. The Department believes
that the strong caseload growth during the secaifdohthe fiscal year is indicative that

recent marketing is having a positive and strorigan previously experienced effect on
caseload.

Caseload for expansion children (between 186% &@da20f the federal poverty level)
has not been affected by either the removal ofMkedicaid asset test or the citizenship
requirements of the Deficit Reduction Act. Regesdlof whether the child’s family has
assets, the family’s income would be too high fog thild to be eligible for Medicaid,
which goes up to 100% or 133% of the federal pgveavel, depending on age. In
addition, if a child otherwise eligible for Medidacannot produce proper documentation,
the child would be eligible for the traditional kchhen’s population in the Children's Basic
Health Plan, as their income would be too low tteethe expansion population.

Between October 2006 and June 2007, the traditcmiglren’s caseload increased by an
average of 1.9% per month. This is the net eftddthe removal of the asset test, the
documentation requirements of the Deficit Reducthat, natural population growth, and

marketing. During the same period, the expans@pufation increased by an average of
2.4% per month. As discussed above, the expapsipnlation is not affected by either

the asset test removal or the Deficit Reduction Bctthis growth is due to marketing and
natural population increases. The average mogtohyth in the traditional and expansion

populations are relatively close, which seems tplynthat the effects of the asset test
removal and the Deficit Reduction Act are nearfgetting. The slightly stronger monthly

growth in the expansion population is largely dudigh growth in October 2006, and the
monthly growth rate moderated markedly over thasewf FY 06-07.

Net of the effects of policy changes, it is reasdmdo expect the caseloads in Medicaid
Eligible Children and the Children's Basic HealtlarPto partially move in opposite
directions. In times of economic growth or stéiliMedicaid caseload is expected to
drop with employment or income increases. Somiereim whose family income is now
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too high for Medicaid eligibility may be within th€hildren's Basic Health Plan income
guidelines. So as Medicaid caseload declinesCthielren's Basic Health Plan caseload
may increase. The Children's Basic Health Plarelcad would not be expected to
increase by the same magnitude as the Medicaidrehit caseload is dropping, as some
children in the higher income levels of the ChildseBasic Health Plan may also lose
eligibility due to the economic conditions. As seae the Department’s November 1, 2007
Budget Request, Exhibit B, page EB-1, the MedicBlagjible Children caseload is
projected to decline by 13,336 children in FY 07-886.47% decrease over FY 06-07.
This caseload is projected to remain nearly unobamg FY 08-09, with a 0.06% decline
from FY 07-08.

In FY 07-08, the number of children leaving theditianal children’s population in the
Children's Basic Health Plan due to the removathef asset test should decline, as all
children will have undergone an annual eligibiliggdetermination be the end of FY 06-07.
In addition, all Medicaid children will have undere an annual redetermination under the
Deficit Reduction Act rules by October 2007, so thenber of children moving from
Medicaid to the traditional children’s populatianthe Children's Basic Health Plan should
decrease in FY 07-08. As discussed, the Departineli@ves that the 1.9% monthly
growth experienced between October 2006 and Juf& @@s due to marketing and
natural growth, owing to factors such as the imptbeconomy and general population
growth, and the forecasted declines in the Medi&digible Children’s caseload supports
a relatively healthy caseload projection in ChitdseBasic Health Plan children. Due to
recent volatility in the traditional children’s &dsad, the Department opted to model the
forecasted FY 07-08 caseload growth on data from (AY02. Current economic
conditions are similar to those from this periodtiofe, and there was marketing of the
Children's Basic Health Plan. During FY 01-02, thiyhgrowth averaged 1.6%, and
caseload was half the current size. Because eab&asignificantly higher and potentially
approaching a saturation point, it is reasonablexizect that the monthly growth would
be lower than that experienced in FY 01-02, desgitdlar economic conditions and
marketing. Based on this, the Department projg@sthe traditional children’s caseload
will increase by an average of 1.1% per month in(7¥08. The monthly variations in
growth rates are retained from FY 01-02, and aretduhings such as the distribution of
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annual redeterminations and seasonality in casetaaded by strong marketing around
the beginning of the traditional school year.

In FY 08-09, the Department anticipates the averagathly growth to decrease from
that in FY 07-08. The moderation in the declinesthe Medicaid Eligible Children
caseload, from a decrease of 6.47% in FY 07-08 teaease of 0.06% in FY 08-09,
should slow growth in the Children's Basic HeallinRchildren’s populations. Extending
the FY 07-08 forecast, the Department’s FY 08-Q@dast is modeled after the caseload
growth experienced during FY 02-03. During FY &-thonthly growth averaged 1.2%
per month. As with the FY 07-08 forecast, it iagenable to expect that caseload growth
would be lower than this given the higher caseleadl. Based on this, the Department
projects that the traditional children’s caseloaiti mcrease by an average of 0.7% per
month. The pattern of monthly variations in growales is retained from the FY 07-08
forecast, for the reasons outlined above.

As previously discussed, FY 06-07 monthly growttlthie expansion children’s caseload
was approximately the same as that for the trawitichildren once effects of the asset
test removal and the Deficit Reduction Act beganftset. The expansion population has
now been in place for two years, and the Departrbeheves that the converging of

growth rates is reflective of a maturing populatibat is approaching a stable long-term
growth rate. As such, the Department projects tiiaiexpansion population will grow at

the same rate as the traditional children throughloe forecast period, or an average of
1.1% per month in FY 07-08 and 0.7% per month inBY09. For the reasons outlined

above, the monthly variations in the growth ratesratained in the forecast for expansion
children.

Caseload Adjustments

In addition to the base caseload outlined abowerethare two bottom line adjustments to
the children’s caseload for the forecast periodB ®6-1270(Public School Eligibility
Determinations)directs the Department to establish medical asgist sites in public
schools to allow qualified personnel to make Mediadigibility determinations. Based
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on the fiscal note for HB 06-1270, which assumes pharticipation of three school
districts, the total children’s caseload forecashcreased by 102 clients in FY 07-08 and
121 in FY 08-09. The adjustment is split betwemdlitional and expansion populations
based on the relative size of each group.

The Department is implementing income disregardsaltow for eligibility up to an
equivalent of 205% of the federal poverty level.B 87-097 provides Supplemental
Tobacco Litigation Settlement funding for the matliand dental costs for these new
clients. The fiscal note for this bill included iaflation factor to adjust for retroactivity in
CHP+ caseload. However, with the move to cashebaseounting in the Children's
Basic Health Plan, caseload no longer include®aetivity. After removing this factor,
the children’s caseload forecast is increased Bycliénts in FY 07-08 and 235 in FY 08-
09. These clients are included in the expansiquuladion projections.

Total Children’s Caseload Projection

The total FY 07-08 children’s caseload forecasi6s323, a 19.7% increase over the FY
06-07 restated caseload of 47,047. While this ¢naate is high, had caseload increased
by 2.1% per month for all of FY 06-07 (as experemhbetween November 2006 and June
2007), the growth rate in total children would hdez=n approximately 32.0%. The total
FY 08-09 children’s forecast is 62,481, a 10.9%aase over FY 07-08. Please see
Exhibit C.6 for children’s caseload history andailetl projections.

FY 07-08 Appropriated FY 07-08 Revised FY 08-09 Request
Children's Caseload Summary Caseload Caseload Caseload
Traditional Children (up to 185% FPL) 49,364 52,724 58,382
Expansion Children 4,352 3,599 4,099
Final Caseload Forecast 53,716 56,323 62,481

Children’s Rates (Exhibit C.5)
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Children's Basic Health Plan children are served dityier a health maintenance
organization (HMO) at a fixed monthly cost, or byptAem, which is a no-risk provider
that maintains the State’s managed care networkbdledthe State directly for all costs
incurred (self-funded). In FY 05-06 and FY 06-@pproximately 58.0% of Children's
Basic Health Plan children were served by an HM@ijeathe remaining 42.0% were in
the self-funded network. Actual and estimated loaskratios between HMOs and the
self-funded network are used to develop blendedatag rates.

The Children’s Basic Health Plan is responsibledtbrcosts incurred by members in the
State’s self-funded network, including any extramady health care services. While the
per member per month medical cost includes somabidy in costs per client, a single
child with catastrophic health care claims (sucla die-threatening illness or severe auto
accident) could cost the program potentially huddref thousands of dollars. Unlike
Medicaid, the Children's Basic Health Plan is not entitlement program and the
Department does not have overexpenditure authéoitythis program; the Children’s
Basic Health Plan must pay all claims incurred digio its annual appropriation.
Presently, the Department mitigates this risk bycpasing reinsurance. Reinsurance
protects insurers from catastrophic claims by mayior claims over a predetermined
dollar amount. Reinsurance premiums are paid fpgranember per month charge. Like
the State, health maintenance organizations arpomeile for covering claims for
catastrophic cases enrolled in their plans, anehalise reinsurance coverage to mitigate
their financial risk in this area as well.

For the development of the FY 07-08 rate for ckiidin the self-funded network, the
Plan’s contracted actuary assumed that health @asts would grow by an estimated
7.2% based on history, published surveys, and teporin addition, the total

administrative costs are projected to increase.®40 $31.43. This amount includes an
estimated $29.00 in claims and network adminisiratosts and $2.43 in reinsurance
costs per client per month in the self-funded paogr The resulting FY 07-08 base per
month cost for each child in the self-funded netwisra total of $129.64, a 7.0% increase
over the FY 06-07 rate. This is higher than thavjpusly reported in the Department’s
November 1, 2006 FY 07-08 Budget Request DI-3,rasneome rating category was
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omitted from the original actuarial rates in amt#tion that the removal of the Medicaid
asset test would eliminate all clients under 100%e federal poverty level.

In the development of the FY 07-08 rate for each@iblient, the contracted actuary also
assumed growth in health care costs of 7.2%. Adtritive costs are projected to
increase by 5.6% to $14.42 per member per monithe resulting FY 07-08 base per
month cost for each child in an HMO is $107.87,2289% increase over the FY 06-07
rate. This increase is due largely to higher dagusts during the base period used to
calculate the FY 07-08 rates relative to that fer FY 06-07 rates. In addition, the HMO
rate decreased in FY 06-07, and has increased ayeaage of 4.1% per year between FY
03-04 and FY 06-07, compared to average growth.@%8per year in the self-funded
rate. As with the self-funded rate, the FY 07-8&ris higher than previously reported for
the reasons already outlined. While similar asgionp are used to derive both the self-
funded and HMO rates, it should be noted that th¢Od define their own benefit
structures and, as such, can offer more benefas tine Department requires. In
calculating the HMO rates, the contracted actuakedards the additional benefits and
costs of services provided above and beyond trexpared by the Department.

The Department estimates that approximately 42.0&titwren will be served in the self-
funded network in FY 07-08 and the remaining 58 \@#obe enrolled in an HMO. This
is based on historical experience as well as tpeatation that the growth in children new
to the Children's Basic Health Plan will suppottigher percentage of children in the self-
funded network, as new children are often in tHéfseded network for a number of
months prior to enrolling in an HMO. Applying tleeweights to the actuarial rates yields
a blended rate of $117.01 for all children in FY-@&. This is an increase of 10.5% over
the FY 06-07 blended rate of $105.85, as calculatsidg the actual caseload mix
between self-funded and HMO.

The following four bills were passed in the 200gid&ative session and have impacts on
the FY 07-08 benefit package and capitation rat&zhildren's Basic Health Plan:
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« SB 07-004: Mandates that the Children's Basic Hdalln provide Early Intervention
Services in line with those provided in Medicaid@he Children's Basic Health Plan
will begin providing physical, occupational, anasph therapies for children under the
age of 3 who have developmental delays. This ahdangthe benefit package is
effective November 1, 2007.

+ SB 07-036: Mandates coverage of certain mentatthedorders, including but not
limited to general anxiety disorder, post traumagicess disorder, and drug and
alcohol disorders. Coverage of the certain medrgalth disorders is required to be no
less extensive than that provided for physicakedk This change to the benefit
package is effective January 1, 2008.

« HB 07-1301: Mandates coverage for the full costhefcervical cancer vaccination for
all females for whom a vaccination is recommendgtherally at age 11 to 12, as well
as older women who have not previously been vatihnd his change to the benefit
package is effective January 1, 2008.

« SB 07-097: Provides Supplemental Tobacco Litigagettlement funding to expand
eligibility in the Children's Basic Health Plan mo200% to 205% of the federal
poverty level. This change in eligibility is effe@ March 1, 2008.

The following table shows a comparison of the estté#d change in the capitation rate that
was used to appropriate funds for the implementadioeach bill to the actual change in
the blended rate:

Estimated (Appropriated) Impact Actual Rate
on Rate from Fiscal Note Impact Difference
SB 07-004 Early Intervention Services $0.10 $2.50 ($2.40)
SB 07-036 Mandatory Coverage of Mental Health Qisos $0.08 $0.16 ($0.08)
HB 07-1301 Cervical Cancer Immunizations $1.99 $3.98 ($1.99)
SB 07-097 Allocation of Tobacco Litigation Settlathélonies $0.00 $0.00 $0.00

The final impact on the children’s capitation rdte SB 07-004 (Early Intervention
Services) is significantly higher than that incldde the fiscal note estimate. The current
benefit package provides physical, occupational, sreech therapies only in cases where
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such therapy is medically needed due to illnessjory, and the benefits are limited to 30
visits. However, per the current benefit packagecifically excluded are “therapies for
learning disorders, developmental delays, stutgexnice disorders, or rhythm disorders
In estimating the fiscal note, only the cost of o&ng the cap on visits was included. The
higher than estimated cost for adding these benddit because the exclusion of
developmentally delayed clients is being removed, @nlimited therapies for these clients
will be provided beginning November 1, 2007. Tlssuaned utilization and cost per
therapeutic visit assumed by the contracted actageyin line with those experienced in
the comparable population in Medicaid.

The final impact on the children’s rate for thewvieal cancer immunization is also notably

different than the fiscal note estimate. In th&wdation of the per member per month

increase due to the benefit, the contracted actuassumed cost for the immunization

series, including that of administering the vacciagceeds that used in the fiscal note
estimate by 11.6%. In addition, the utilizatiomerassumed by the contracted actuary is
50% of females aged 11 though 18, whereas thd fista assumed 40.9% utilization.

The final FY 07-08 blended rate, including the $agive impacts outlined above, adjusted
for effective dates, is $120.75 per member per morithis is a 14.1% increase over the
FY 06-07 blended rate of $105.85, as calculatedguie actual caseload mix between
self-funded and HMO. See Exhibit C.5, page C.6+Zhlculations.

For the rates effective in FY 08-09, the Departneatitracted with the same actuary to
develop the self-funded (Anthem) and HMO rates. wWith the FY 07-08 rates, the
contracted actuaries based rates on history ansstiydtrend sources, and assumed that
health care costs would grow by 6.7% in the seified network, down from a 7.2%
trend in FY 07-08. In addition, total administvaticosts are projected to increase by
4.2% to $32.75. This amount includes an estim®®@l45 in administrative costs and
$2.30 in reinsurance costs per client per monthenself-funded program. The resulting
projected FY 08-09 self-funded rate is $141.54 pember per month, a 5.9% increase
over the FY 07-08 Anthem rate of $133.71 (blendeth¢lude all legislative impacts).
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The contracted actuary utilized historical ChildseBasic Health Plan data in the FY 08-
09 HMO rate development. Based on claims costariad in 2005 and 2006, the
contracted actuary assumed a cost trend of 6.9%éoHMOs, which is in line with other
industry studies. The rates were also adjustedHerimpacts of the 2007 legislation
outlined above, as these costs were not alreathydied in the claims costs from which the
FY 08-09 costs are projected. However, the FY 98#te does not incorporate the
impact of SB 07-004 (Early Intervention), as thatcacted actuary will be monitoring the
utilization and cost for the new benefits. Basad@cent growth, administrative costs are
projected to increase by 14.1% to $16.46 per mepdemonth. The resulting FY 08-09
HMO rate is $109.65, a 1.5% decrease from the FO®HAHMO rate of $111.37 (blended
to include all legislative impacts). This overd#crease is largely due to a projected
reduction in costs for children under age 6, whadmprise approximately 20% of
children enrolled in the HMOs.

As previously discussed, the Department estimags4?2.0% of children will be served in
the self-funded network in FY 07-08 and the renmgnb8.0% will be enrolled in an
HMO. The Department assumes that this enrollmexitwil remain constant in FY 08-
09, for the reasons outlined above. Applying thesghts to the actuarial rates yields a
blended rate of $123.04 for all children in FY 08-0This is an increase of 1.9% over the
FY 07-08 blended rate of $120.75, which includdslegjislative impacts adjusted for
effective dates.

Children’s Per Capita (Exhibit C.5)

In prior years, the Children's Basic Health Plaerilum Costs projections for children
were calculated by first forecasting caseload, Wwinicluded retroactivity, and multiplying
by twelve to estimate the number of member morghsvhich capitation payments would
be made in the year. This estimate of total memb@nths was then multiplied by per
member per month capitation rates to project thal expenditures. This methodology
using forecasted member months, however, includesnmpact of retroactive payments,
which is inconsistent with the move to cash-bassmbanting. Beginning in FY 07-08,
the Children's Basic Health Plan Premium Costseptmns will no longer be directly

Page G-15



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIRMNS; FY 08-09 BUDGET REQUEST

calculated based on per member per month capitaéitas, but rather using per capita
costs.

The Department has analyzed cash-based expendiasa®ported from the Colorado
Financial Reporting System, and the restated ntrpaetive caseload to estimate
historical children’s per capitas. While the exgieure projections will no longer be
directly calculated with capitation rates, growthhistorical per capita has tracked with
growth in the blended capitation rate over recezdry. Given this and the short per
capita history, the Department’s FY 07-08 and FY¥098forecasted per capita growth
rates mirror those of the actuarially developedsat This forecast assumes that the
capitation rate for the self-funded network is iadan line with the costs incurred for
these children, and that other factors that magctafier capita costs remain constant from
FY 06-07. Examples of other factors that may a&ffes capita costs include the length of
stay in the program, enroliment mix between thearedpensive self-funded network and
HMOs, and the average length of time taken forild ¢t enroll in an HMO.

As discussed in the Department’s June 20, 2007 60 OEmergency Supplemental #1,
“Adjustments to the FY 06-07 Children's Basic Hedhlan Caseload and Costs”, the
Department booked an accounts receivable for oyergats to Anthem in FY 05-06. It
was discovered during the FY 05-06 cost settlematit Anthem that the Department
had over-estimated this amount, and the accountsveble had to be reversed and the
expenditures accounted for in FY 06-07. This, fieat, artificially pushed FY 05-06
expenditures into FY 06-07, thus inflating the F&-@7 cash-based expenditures from the
Colorado Financial Reporting System, and therefie calculated per capita. The
reversed accounts receivable affected only theremls expenditures, and accounted for
approximately 5.2% of the accrual-based expendittoe children in FY 06-07. The FY
06-07 cash-based children's medical expendituen the Colorado Financial Reporting
System are decreased by a like amount in ordeppgooaimate the FY 06-07 expenditures
without the artificial inflation. These adjusterpenditures are used to calculate the FY
06-07 per capita of $1,385.96, from which the F¥087and FY 08-09 per capitas are
projected.
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The growth in the FY 07-08 blended capitation ratesed to project the FY 07-08 per
capita. The base growth of 10.5% is applied todhleulated FY 06-07 per capita to
estimate a base per capita. For the impacts détsative changes discussed above, the
percent change in the per member per month raa¢iveelto the base FY 07-08 rate is
calculated for each change in benefits. Theseeptages are then applied to the base per
capita, and adjusted for partial years accordingffiective dates, to estimate the final per
capita. The FY 07-08 estimated children’s per teg@djusted for all legislation and the
corresponding effective dates, is $1,581.01.

Similar to FY 07-08, the growth in the FY 08-09raled capitation rate is used to project
the FY 08-09 per capita. The blended rate increasstimated to be 1.9% in FY 08-09.
Applying this growth to the final blended FY 07-p8r capita yields an estimated FY 08-
09 per capita of $1,611.05. There are no adjudsrien changes in either eligibility or
benefit packages in FY 08-09. See Exhibit C.5 er capita history and detailed
projections.

Il. Description of Request Related to the PrenatalProgram
Caseload Restatement (Exhibit C.12)

As with the children’s population, the prenataletaad is being restated back to the
program’s inception due to the change to cash-basedunting. Because caseload will
no longer take into account clients who becomeoestively eligible in subsequent

months, caseload will now be lower than previouglported estimates. In addition,

prenatal caseload was previously reported in toinber months, due to the fact that
pregnant women do not receive eligibility in thegram for a full year. Prenatal caseload
will now be reported and forecasted at the cliemel, yielding a caseload similar to that
for children.

Using reports generated from the Colorado Benddlisnagement System between
January and June 2007, the Department estimatesdineetroactive caseload to be
approximately 15.2% lower than the caseload preljoreported. This estimate is used
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to restate the prior caseload, which included eattigity, to one without retroactivity.
Monthly caseload through the program’s inceptio®@gtober 2002 is reduced by 15.2%.
Please note that the caseload restatement affeets¥ 03-04 enrollment level, above
which all traditional prenatal clients are fundédough the Health Care Expansion Fund.
This new restated level is 101, whereas the lewsl W19 under accrual-based accounting.
The expansion prenatal caseload is restated batie tpopulation’s inception in July 2005
using the same estimate. Although the caselolsvisr under cash-accounting, this does
not mean that fewer prenatal women have been débwikerved in the program. See
Exhibit C.12 for a historical comparison of the itafion-based and restated caseloads, as
well as a monthly comparison for FY 06-07. Conmgams of these caseloads are also
presented in graphical form in Exhibit C.11.

Caseload Projections (Exhibit C.7)

In FY 06-07, the Children's Basic Health Plan ptahpopulation did not experience the
volatility in caseload that was seen in the chittBepopulation. The removal of the
Medicaid asset test did not affect this populatas pregnant women were never subject
to asset limitations to qualify for the Baby anddKCare Program in Medicaid. In
addition, the prenatal population was subject ®identification requirements of HB 06S-
1023. With the passage of SB 07-211, the CHP+gvabpopulation will be exempted
from the HB 06S-1023 identification requirementgibring July 1, 2008, which may
increase the monthly growth rate above that expee in FY 06-07. However, as
evidenced by the children’s population, the effexftsuch a policy change are difficult to
predict or quantify. The Department believes thigggnant adults are more likely than
children to have proper identification documentatiso the effects may be mitigated from
those experienced in the children’s population.

Therefore, until caseload data is available with #ffects of the change in policy, the
Department sees no compelling reason to deviate fooecasts based on the most recent
caseload growth. The Department believes thatebent declines in monthly growth are
reflective of a maturing population that is appfuag a stable long-term growth rate.
Based on monthly growth rates experienced in FY)D6the Department projects that the
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traditional prenatal caseload will increase by e@rage of 1.0% per month in FY 07-08.
The monthly variations in growth rates are retaifiesn this period, and are due to
factors such as the distribution of annual redetetions and seasonality in caseload
caused by strong marketing around the beginningheftraditional school year. The
Department projects this growth to continue in FB¢d®, as this forecast yields moderate
growth in line with a mature population.

While the expansion prenatal population has begeice for the same amount of time as
the expansion children, its growth rate is not &ging with the traditional prenatal

population, as is occurring with the child popwas. In FY 06-07, average monthly
growth in the expansion prenatal was 1.9%, neaviget that seen in the traditional

population. Similar to the traditional populatiothe Department sees no compelling
reason to deviate from forecasts based on recenttigrtrends until caseload data is
available that incorporates the effects of the SB201 policy change regarding

identification requirements. Growth in the expansprenatal population is forecasted to
continue from FY 06-07, and caseload is projecteth¢rease by an average of 1.9% per
month in FY 07-08. Forecasted monthly variatiomgiowth rates mirror those in the

traditional prenatal population. As with traditarprenatal, the Department projects the
FY 07-08 growth to continue into FY 08-09, as theetast yields moderate growth.

Caseload Adjustments

In addition to the base caseload outlined abowetis a bottom line adjustment to the
prenatal caseload for the forecast period for SB®@7, which expands eligibility in the
Children's Basic Health Plan to 205% of the fedpmalerty level. The fiscal note for this
bill included an inflation factor to adjust for reactivity in CHP+ caseload. However,
with the move to cash-based accounting in Childr&asic Health Plan, caseload no
longer includes retroactivity. After removing thigctor, the prenatal caseload forecast is
increased by 7 clients in FY 07-08 and 19 in FYO38- These clients are included in the
expansion population projections.

Total Prenatal Caseload Projection
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The total FY 07-08 prenatal caseload forecastd97. clients, a 10.9% increase over the
FY 06-07 restated caseload of 1,170. The FY 08eQ8l prenatal forecast is 1,497
clients, a 15.4% increase over FY 07-08. PleaseEsdibit C.7 for children’s caseload
history and detailed projections.

FY 07-08 Appropriated FY 07-08 Revised FY 08-09 Request

Prenatal Caseload Summary Caseload Caseload Caseload
Traditional Prenatal (up to 185% FPL) 1,175 1,078 1,214
Expansion Prenatal 482 219 283
Final Caseload Forecast 1,65¢ 1,297 1,497

Prenatal Rates (Exhibit C.5)

All clients in the prenatal program are served ly $elf-funded program (Anthem) and
the costs of their services are billed in full dihke to the State. For the development of
the FY 07-08 rates, the contracted actuary did mawe multiple years of claims
experience to develop cost trends, so the samdstitgncategory of service from the self-
funded network’s children population were usedtfer prenatal program. Applying these
trends by service category yielded an estimatechgeegrowth rate in health care costs of
4.7%. The actuarial analysis also assumes that &b pregnant women in the prenatal
program will have deliveries in the Children's Baklealth Plan, and that the average
length of stay will be 7.8 months. As with theldten’s rates, the total administrative
costs are projected to increase by 4.6% to $3Whih includes an estimated $29.00 in
claims and network administration costs and $2m3einsurance costs per client per
month (see Children’s Rates, Section 1). The FYOB7/ase prenatal rate developed by
the contracted actuary is $864.09, a 17.4% decrirase the FY 06-07 rate. This
decrease is due to a decline in the claims costagithe base periods from which the
rates are trended. The FY 07-08 rate is lower tiiet previously reported in the
Department’s November 1, 2006 FY 07-08 Budget RetgDé 3 for the reasons outlined
in Children’s Rates, Section I.
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The Department is implementing income disregardsaltow for eligibility up to an
equivalent of 205% of the federal poverty level.B 87-097 provides Supplemental
Tobacco Litigation Settlement funding for these reents. This change in eligibility is
effective March 1, 2008. While the fiscal note fbis bill assumed that the addition of
this population would not change the capitatiom réhe contracted actuary adjusted the
FY 07-08 rates down slightly. The final FY 07-Oerxed rate, after adjusting for the
effective date of SB 07-097, is $864.08 per merpleemonth.

Similar to the development of FY 08-09 rates far thildren’s population, the contracted
actuaries based prenatal rates on history andtiryduwend sources. The assumed growth
in health care costs in FY 08-09 is 6.7% for prahatomen in the self-funded network,
up from a 4.7% trend in FY 07-08. Utilization asgions were retained from FY 07-08,
and the actuarial analysis assumes that 95% pfeginant women in the prenatal program
will have deliveries in the Children's Basic Hedftlan, and that the average length of stay
will be 7.8 months. As in the children’s self-fiettirates, total administrative costs are
projected to increase by 4.2% to $32.75, whichuimhes an estimated $30.45 in
administrative costs and $2.30 in reinsurance cpstsclient per month. The resulting
projected FY 08-09 prenatal rate is $921.30 per legrper month, a 6.6% increase over
the final FY 07-08 prenatal rate of $864.07 (inghgcthe impact of SB 07-097).

Prenatal Per Capita (Exhibit C.5)

Similar to the children’s projections, the ChildeBasic Health Plan Premium Costs
estimate for the prenatal program in prior years walculated by first projecting caseload
in total member months, which included retroactivitThis estimate of total member
months was then multiplied by per member per moagitation rates to estimate the total
expenditures. This methodology using projected benmonths, however, includes the
impact of retroactive payments, which is inconsistith the move to cash-based
accounting. Beginning in FY 07-08, the ChildreBasic Health Plan Premiums Costs
projections will no longer be directly calculateasbd on per member per month capitation

rates, but rather using per capita costs.
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The Department has analyzed cash-based expendiasa®ported from the Colorado

Financial Reporting System, and the restated ntyoaetive caseload to estimate

historical prenatal per capitas. While the expemdiprojections will no longer be directly

calculated with capitation rates, growth in histaliper capita has tracked with growth in
the prenatal capitation rate over recent yearserGihis and the short per capita history,
the Department’s FY 07-08 and FY 08-09 forecas&dcppita growth rates mirror those

of the actuarially developed rates, similar to thethodology used in the children’s

population. This forecast assumes that the capitaate is indeed in line with the costs
incurred for prenatal clients in the self-fundedgmam, and that other factors that may
affect per capita costs, such as the length ofistdye program, remain constant from FY
06-07.

The FY 06-07 calculated prenatal per capita is438.28. The calculated FY 06-07 per
capita is decreased by the base decline of 17.4€pation rates to estimate a base per
capita for FY 07-08. The change to the capitatate for SB 07-097 was so slight that it
did not change the per capita. The FY 07-08 estichprenatal per capita is $11,933.24.

Similar to FY 07-08, the growth in the FY 08-09 magal capitation rate is used to project
the FY 08-09 per capita. The capitation rate iaseeis estimated to be 6.6% in FY 08-
09. Applying this growth to the FY 07-08 per capytields an estimated FY 08-09 per
capita of $12,723.22. There are no adjustmentstfanges in either eligibility or benefits

packages in FY 08-09.

lll.  Description of Request Related to the Childrers Dental Benefit Costs
Dental Caseload (Exhibit C.6)

Children who qualify for the Children’s Basic HdalPlan are eligible to receive dental
benefits in addition to medical benefits. There eonsistently fewer members enrolled in
the dental program than in the medical plan, beca@esv members do not receive dental
coverage during their pre-HMO enroliment periodevibusly, the Department calculated
a ratio of dental enrollment to medical enrollmenproject dental caseload and costs.
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Through FY 06-07, the Children's Basic Health Ffsemiums Costs and Dental Benefit
Costs line items were using accrual-based accaunt$B 07-133 moved these line items
to cash-based accounting beginning in FY 07-08. aAgsult, the Department will no
longer estimate a separate children’s dental cadeldrather, the dental caseload will be
the same as the medical caseload, and the per aaifiiincorporate a lower cost per
client due to a shorter length of stay in the dgmtagram.

Dental Rates (Exhibit C.5)

The actuarially developed dental capitation ragsented in the Department’s November
1, 2006 FY 07-08 Budget Request DI-3 was $13.97pmanber per month for FY 07-08.
The dental vendor contract was re-bid for FY 07-@8J a new contract was executed
with Delta Dental at a negotiated rate of $13.84HFY 07-08. This is an increase of
4.1% over the FY 05-06 capitation rate. As parthef re-bid process, Delta Dental was
also able to offer an increased benefits packag@&€hese changes include increasing the
cap on dental benefits from $500 to $600 per yesnpving the age limit on sealants and
fluoride varnishes, and increasing the cap onifiigovarnishes from one to two per year.

For the development of the FY 08-09 dental capitatiate, the contracted actuary
assumed a cost trend of 3.0%, based on histora#hticlaims data as well as industry
publications. The FY 08-09 actuarially developeunhtdl rate is $14.66 per member per
month, an increase of 5.9% over the FY 07-08 ratas rate assumes the continuation of
the enhanced benefits package described above, eisasy an estimated $1.09 in

administrative costs per member per month.

Dental Per Capita (Exhibit C.5)

In prior years, the dental caseload was estimatelet a fixed percent of the medical
caseload for expenditure projections, typically umd 80%. As with the medical
projections, this estimated caseload, which inaucdktroactivity, was then multiplied by
twelve to estimate the number of member monthsvidch capitation payments would be
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made in the year. This estimate of total membenth® was then multiplied by per

member per month capitation rates to project thal expenditures. This methodology
using projected member months, however, includesirtipact of retroactive payments,
which is inconsistent with the move to cash-bassmbanting. Beginning in FY 07-08,

the Children's Basic Health Plan Dental Benefitt€@sojections will no longer be directly
calculated based on per member per month capitaaitas, but rather using per capita
costs.

The Department has analyzed cash-based expendiagsa®ported from the Colorado
Financial Reporting System, and the restated ntroaetive caseload to estimate
historical dental per capitas. Rather than esitmgatiental caseload as a percent of
medical caseload, the historic and projected ppitasare based on the medical caseload.
While the expenditure projections will no longer thieectly calculated with capitation
rates, growth in historical per capita has trackatth growth in the capitation rate over
the recent years. Given this and the short petacastory, the Department’'s FY 07-08
and FY 08-09 forecasted per capita growth ratesomihose of the actuarially developed
rates. This forecast assumes that other factatahy affect per capita costs, such as the
length of stay in the Children's Basic Health Rdad the average length of time taken for
a child to receive dental benefits, remain condtamh FY 06-07.

The FY 06-07 calculated dental per capita is $126.4Base growth of 4.1% from the
capitation rate is applied to the calculated FYOU6per capita to estimate the FY 07-08
per capita of $152.36.

Similar to FY 07-08, the growth in the FY 08-09 tldrcapitation rate is used to project
the FY 08-09 per capita. The capitation rate iaseeis estimated to be 5.9% in FY 08-
09. Applying this growth to the FY 07-08 per capytields an estimated FY 08-09 per
capita of $161.38.

V. Description of Request Related to the Trust Fad (Exhibit C.1)

Page G-24



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIRMNS; FY 08-09 BUDGET REQUEST

Expenditures from the Trust Fund include programpeases from the Children’s Basic
Health Plan premiums, dental, and administratioa ltems, as well as a portion of the
Department’s internal administration expenses atled to the Children’s Basic Health
Plan. The program expenses and projection of thestTFund balance are presented in
Exhibit C.1.

The Children’s Basic Health Plan Trust Fund is feohgrimarily through Tobacco Master
Settlement appropriations and General Fund (wheassary); however, enrollment fees
from clients of the program and interest earningstlte Fund’s balance also serve to
subsidize the Trust. In FY 05-06, $900,000 wasrneéda to the Trust in January of 2006,
as repayment for a 2002 transfer to the Departwiehteasury used to reduce the State’s
General Fund deficit. In the FY 07-08 Long Bill &ans, the Trust was appropriated
$11,243,215 General Fund with the intent of prangdiunding for traditional clients that
are paid for from the Trust Fund through FY 07-08.

The original estimate of the FY 07-08 Tobacco MaStettlement allocation to the Trust
Fund was the statutory minimum of $17,500,000. E\av, due to the higher than
expected payment received in late FY 06-07, thee b@bcation to the Trust was
increased to $20,147,800. In addition, HB 07-1%&@elerated payments from the
Strategic Contribution Fund in the Master Settletm&greement, which increased the
Trust’s allocation further by $1,500,000. Accougtifor the Trust’s portion of the State
Auditor’s Office payment, the revised FY 07-08 Tota Master Settlement allocation to
the Trust is $21,612,590. The current estimatetferFY 08-09 allocation to the Trust is
$23,972,821.

While the Trust Fund balance is expected to becsrit for the FY 07-08 program costs,
the Trust Fund is forecasted to have a shortfalf¥n08-09. Based on total projected
program expenses of $138,488,664 for FY 08-09 anidl trevenues (including the

beginning balance, Health Care Expansion Fund rapB8iepplemental Tobacco Litigation
Settlement account funds, and federal matchingsiuo€i$136,063,834, there would be a
Trust Fund balance shortfall of $2,424,830 for B¥0®. Due to the fact that the funds
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Consequences if Not Funded:

would collect interest while in the Trust, the Dap#ent estimates a need of $2,382,423
in General Fund for FY 08-09 to balance the Trase(Exhibit C.1, line V).

Because the Department is projecting the traditia@seload for both children and
prenatal to exceed the FY 03-04 enrollment levéld1g786 and 101, respectively, the
caseload funded from the Trust Fund will be max@diz However, increases in the per
capita will continue to drive increasing expendiaifrom the Trust Fund. The forecasted
increases in the children’s, prenatal, and demaktppitas are increasing costs beyond the
Tobacco Master Settlement funding, resulting infrecasted shortfall in the Trust Fund.

If this request is not funded, the Children's Badealth Plan would have insufficient
funding to support the projected caseload growtth per capita increases. As such,
enrollment in the Children's Basic Health Plan wioldve to be capped. If revenues are
insufficient to pay for the costs for traditiondlildren, the prenatal program would be
suspended because it is an optional program. Henvéecause funding for all prenatal
enrollment above the FY 03-04 level of 101 clieistprovided through the Health Care
Expansion Fund, capping the prenatal program walddlittle to help prevent an
overexpenditure from the Trust.

Children’s enrollment may be capped in two way#.stFthe program may be closed to
new applicants, and redeterminations would be &ébvo continue. The attrition rate of
this method would be slower than a strict cap am ghogram, as those who are still
eligible at their redetermination would be allowtedstay on the program. However, the
date to apply the cap would have to be sooner.or8gahe program may be closed to
new clients as well as redeterminations. Clierdsildl be disenrolled in the program when
they came up for redetermination. The attritioteraf this method is faster than the
previous method and may allow the Department tdement the cap later in the year.

If the prenatal program were suspended for FY 08tH&e would still be a $1,975,064
shortfall in the Trust, and an additional cap am ¢hildren’s program would be required in
FY 08-09. Such a shortfall would require enrolltnefitraditional children to be capped
at approximately 38,875. Because expansion clesmsot be funded to the exclusion of
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any traditional clients, the Department would afe®d to cap enrollment of expansion
children. As enrollment of traditional clients wdue capped at approximately 66.6% of
the projected caseload, enrollment of the expangibents would be capped at

approximately 2,730. Thus, the shortfall would uwieg the denial of benefits to

approximately 20,876 children in FY 08-09, mostvdiich would have been funded

through the Health Care Expansion Fund. The Deyant would not be able to utilize

any Health Care Expansion Fund monies for enrolirabove the FY 03-04 level, and the
funding for expansion clients would not be maxirdize

Calculations for Request:

Summary of Request FY 08-09 Total Funds General Cash
(4) Indigent Care Program- HB 97-1304 Children'si@&lealth Plan Trust Fund Funds
FY 07-08 Final Appropriation (Column 2) $256,475 $11,011] $245,464
Annualization of SB 07-036 (Mandatory Coverage @&mthl Disorders) $11,751 $11,751 $0
Annualization of SB 07-097 (Tobacco Master Settleihfggreement Reallocation) $3,230 $0 $3,230
FY 08-09 Base Request (Column 5) $271,456 $22,762| $248,694
FY 08-09 Incremental Need (Column 6) $2,442,385 $2,382,423 $59,962
Total FY 08-09 Request (Column 7) $2,713,841] $2,405,185 $308,656
Summary of Request FY 08-09 Total Funds Cash | Cash Funds| Federal
(4) Indigent Care Program- Children's Basic HeBldn Premium Costs Funds Exempt Funds
FY 07-08 Final Appropriation (Column 2) $56,016,77
$86,426,598 $1,479| $30,408,342 7
Annualization of SB 07-004 (Early Intervention fhildren) $24,596 $0 $8,609 $15,987
Annualization of SB 07-036 (Mandatory Coverage @&mthl Disorders) $33,576 $0 $11,751 $21,825
Annualization of SB 07-097 (Tobacco Master Settletfggreement
Reallocation) $484,328 ($1,479) $170,994  $314,813
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Annualization of SB 07-113 (HCPF Cash Accounting) 3,865,396 $0| $1,352,889 $2,512,507
Annualization of HB 07-1301 (Cervical Cancer Imnaation) $264,224 $0 $92,478] $171,746
FY 08-09 Base Request (Column 5) $59,053,65
$91,098,718 $0| $32,045,063 5
FY 08-09 Incremental Need (Column 6) $18,555,05
$28,607,957 $0| $10,052,899 8
Total FY 08-09 Request (Column 7) $119,706,67 $77,608,71
5 $0| $42,097,962 3
Summary of Request FY 08-09 Total Funds | Cash Funds| Federal
(4) Indigent Care Program- Children's Basic HeRldn Dental Benefit Costs Exempt Funds
FY 07-08 Final Appropriation (Column 2) $6,886,799 $2,410,380 $4,476,419
Annualization of SB 07-097 (Tobacco Master Settleihfggreement Reallocation) $27,951  $9,783 $18,168
Annualization of SB 07-113 (HCPF Cash Accounting) $222,847 $77,996] $144,851
FY 08-09 Base Request (Column 5) $7,137,597 $2,498,159 $4,639,438
FY 08-09 Incremental Need (Column 6) $2,945,586 $1,030,955 $1,914,631
Total FY 08-09 Request (Column 7) $10,083,183 $3,529,114 $6,554,069

Assumptions for Calculations

All calculations and assumptions are presentdekmbits C.1 through C.12 included with

this request. Detailed caseload and per capitargg®ns are outlined below.

Assumptions for Caseload Restatement: Exhibit C.12

« The Department assumes that historical enrollmétfitowt retroactivity would follow

a similar pattern to that observed in the secoitidofi&Y 06-07. Thus, it is assumed
that the non-retroactive children’s caseload i®@stant 10.5% lower per month than
the reported caseload which included retroactivit@imilarly, the non-retroactive

prenatal caseload is assumed to be a constant 1l®%$ per month than the

reported caseload which included retroactivity. eDo the enrollment cap at the
beginning of FY 03-04, the annual caseload is tedtdownward by 15.1%.
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HB 05-1262 provided funding from the Health Carg&nsion Fund for enroliment of
traditional clients (up to 185% of the federal paydevel) above the FY 03-04 level.
This enroliment level is being restated downwanddoildren by 10.5% from 46,694
to 41,786. The prenatal enrollment level is beistated downward by 15.1% from
119 to 101.

Assumptions for Children’s Caseload Projections

FY 07-08 and FY 08-09 Enroliment Projection: Exh{®i6

The Department assumes that any positive effectthen FY 06-07 traditional
children’s caseload from the identification reqments of the Deficit Reduction Act
was approximately offset by the negative effecthaf removal of the Medicaid asset
test. The remaining caseload growth is assumebetalue to economic factors,
including a declining Medicaid Eligible Childrentsaseload, population growth, and
increased marketing of the Children's Basic HeRlém.

The Department’s FY 07-08 caseload forecast ischaseFY 01-02, during which
economic conditions approximated those currentignsand the Children's Basic
Health Plan had marketing. During FY 01-02, montowth averaged 1.6%, and
caseload was half the current size. Because eabeado significantly higher and
potentially approaching a saturation point, itasasonable to expect that the monthly
growth would be lower than that experienced in A¥02, despite similar economic
conditions and marketing. Based on this, the Ciepant projects that the traditional
children’s caseload will increase by an averagel.dfo per month in FY 07-08.
Further, the Department assumes that the montbiwthr rates will vary and follow
the same distribution as experienced in FY 01-02.

The Department assumes that the monthly growth irateaditional children will
moderate in FY 08-09, as the declines in the MdadliEtgible Children’s caseload are
forecasted to moderate. Continuing the FY 07-08dast, the Department’s FY 08-
09 caseload forecast is modeled after FY 02-03jnguwhich monthly growth
averaged 1.2% per month. As with the FY 07-08dasg it is reasonable to expect
that caseload growth would be lower than this grenhigher caseload level. Based
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on this, the Department projects that the traddi@hildren’s caseload will increase by
an average of 0.7% per month. The monthly vanation the growth rates are
retained from the FY 07-08 forecast.

Given the decreasing monthly growth rates for tigaasion children in FY 06-07 and
the convergence of the growth rates between the dimidren’s populations, the
Department assumes that the expansion populatisrrdached a level of maturity
where large monthly increases are not expectedhsithpe to the newness of the
program. The Department assumes that the expapsfuiation’s growth will mirror
that seen in the traditional children, and thateltmesl will increase by an average of
1.1% per month in FY 07-08 and 0.7% in FY 08-09.dd#ionally, the monthly
variations in the growth rates are retained inetkgansion children’s forecasts.

Assumptions for Prenatal Caseload Projections (BixIT.7)

The Department assumes that the growth patternrierped in the traditional
prenatal population in FY 06-07 will continue ink¥ 07-08 and FY 08-09. This
forecast yields average monthly growth of 1.0% pewnth, with the monthly
variations being retained.

The growth in the expansion prenatal populationsdo@t appear to be converging
with that in the traditional population, as wasrsgethe children’s program in FY 06-
07. Therefore, the Department assumes that thanekm prenatal caseload will
increase by an average of 1.9% per month, as veasiséY 06-07. Due to volatility
in the monthly caseload, the variations in the egmm prenatal caseload are modeled
after those in the traditional population.

Assumptions for Per Capita Projections (Exhibit)C.5

The forecasted children’'s and prenatal per cap#asume that the actuarially
developed self-funded program capitation rates iageed in line with the costs
incurred by clients served in the network.

All forecasted per capitas assume that growth wmiliror that in the actuarially
developed capitation rates. Thus, the Departm&sumaes that factors other than the
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capitation rate that may effect the per capita reroanstant from FY 06-07. Such
factors may include the children’s caseload mixveen the self-funded network and
HMOs, average length of time to enroll in an HMOtorreceive dental benefits, and
the average length of stay in the Children's Begalth Plan.

Impact on Other Government Agencies: Not applicable.

Cost Benefit Analysis

Cost Benefit

$2,382,423 General Fund The Department would be able to provide health @@ dental services to a total of 62,481
$11,083,854 Cash Funds Exemptchildren, and medical services to 1,497 pregnannevoin the Children's Basic Health Plan. The
including $9,279,435 from the | Department would not have to suspend the prenabgram and place an enrollment cap on|the
Health Care Expansion Fund | children’s program in FY 08-09 in order to preventerexpenditures. This would allow an
estimated 1,497 prenatal women and 20,876 chiltwereceive medical services in FY 08-0D9
above what base funding would allow.

Implementation Schedule Not applicable. This request is only to updatsetoad and per capita costs, and does not
have any programmatic changes to implement.

Statutory and Federal Authority Children's Health Insurance Program is establishedderal 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&t to enable them to initiate
and expand the provision of child health assistaioceninsured, low-income children in
an effective and efficient manner that is coordagatvith other sources of health benefits
coverage for children. Such assistance shall wviged primarily for obtaining health
benefits coverage...

25.5-8-105 C.R.S. (2007) (B fund to be known as the Children’s Basic HealknP
Trust is hereby created... all monies deposited entttst and all interest earned on the
moneys in the Trust shall remain in the Trust Fer purposes set forth...
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Performance Measures:

25.5-8-109 C.R.S. (2007) (3)yhe Department may establish procedures such that
children with family incomes that exceed one huadrghty-five percent of the federal
poverty guidelines may enroll in the plan, but &t eligible for subsidies from the
Department; ..%) (a) (1), . .Once determined eligible for the plan, a pragnwoman
shall be considered to be continuously eligibleottyhout the pregnancy and for the
sixty days following the pregnancy, even if the amm eligibility would otherwise
terminate during such period due to an increasmaome. Upon birth, a child born to a
woman eligible for the plan shall be eligible fdret plan and shall be automatically
enrolled in the plan . . .

25.5-8-107 (1) (a) (I), C.R.S. (2007) () 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 &ud any additional items approved by
the medical services board, on and after Januar@)1, the medical services board
shall include dental services in the schedule afthecare services upon a finding by the
board that: (A) An adequate number of dentistsvaiting to provide services to eligible
children; and (B) The financial resources availabdethe program are sufficient to fund
such services.

24-22-117 (2) (a) (Il), C.R.S. (2007) 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®%, C.R.S., for Children and Pregnant
women from one hundred eighty-five percent to twadhed percent of the federal
poverty level; (B) To remove the asset test urfdeMedical 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 y2@03-04 in the Children’s Basic
Health Plan, Article 19 of Title 25.5, C.R.S.

The Department believes that avoidance of an lemeot cap can be achieved by
providing funding to support natural caseload glowt children and prenatal women in
the Children's Basic Health Plan. This would eastontinuity of care, and clients in the
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program would have better health outcomes and shdugh level of satisfaction with
their care. As such, the Department believes thiat request supports the following
Performance Measures:

« Increase the number of clients served through tadyentegrated care management
programs.

+ Increase the number of children served through dicdeed medical home service
delivery model.

Page G-33



Table of Contents

Exhibits for DI-3, ""Children’'s Basic Health Plan Medical Premium and Dental Benefit Costs""

Exhibit Description Page
Cl1l Children's Basic Health Plan Trust Fund Analysis C.1l1
C.2 FY 07-08 Children's Basic Health Plan Program Expenditures C.2-1
C.2 FY 07-08 Calculation of State Funding C.2-2
C.3 FY 08-09 Children's Basic Health Plan Program Expenditures C.3-1
C.3 FY 08-09 Calculation of State Funding C.3-2
CAa Children's Basic Health Plan External Administration Line Item C.4-1
C4 Calculation of FY 07-08 External Administration Match and Fund Splits C.4-1
CAa Calculation of FY 08-09 External Administration Match and Fund Splits C.4-2
C5 Per Capita Costs - History and Projections C.5-1
C5 Calculation of Projected Per Capita Costs C.5-2
C.6 Children's Caseload - History and Projections C.6-1
C.6 Detailed Children's Caseload Projections C.6-2
C.7 Prenatal Caseload - History and Projections C.7-1
C.7 Detailed Prenatal Caseload Projections C.7-2
C.8 Internal Administration C.8-1
C.9 Children's Basic Health Plan Trust Fund Interest Earnings C.9-1
C.10  SCHIP Federal Allotment Forecast C.10-1
C.11  Caseload Graphs - History and Projections C.11-1
C.12  Caseload Restatement- Historical Comparison C.12-1
C.12  Caseload Restatement- FY 06-07 Monthly Comparison C.12-2




Exhibit C.1 - Children's Basic Health Plan Trust Fund Analysis

Actual Actual Actual Estimated ° Requested

PROGRAM REVENUES FY 04-05 FY 05-06 FY 06-07 FY 07-08 FY 08-09 Source

A |Beginning Balance $5,389,901 $9,025,270 $4,411,882 $7,776,123 $1,788,804 Actual and X

B |General Fund Appropriation $3,296,346 $2,000,000 $11,243,215 $0 $0| Appropriations

C January 2006 transfer from the State Controller® $0 $900,000 $0 $0 $0| Footnote 2

D |Tobacco Master Settlement Funds to Trust > $20,629,548 $20,927,529 $19,214,822 $21,612,590 $23,972,821 Footnote 3

E |Annual Enroliment Fees $122,626 $191,726 $232,136 $277,672 $308,656 Exhibits C.2 and C.3

F |Interest Earnings $587,893 $752,518 $367,880 $528,062 $464,051 Exhibit C.9

G |Accounts Payable Reversions from Prior Year $156,901 $45,896 $10,591 $0 $0| Actual

H |Health Care Expansion Fund ® $0 $5,108,706 $9,557,980 $14,037,434 $19,032,763|Footnote 3

| |Supplemental Tobacco Litigation Settlement Account* $0 $0 $0 $461,177 $711,064 Footnote 4

J Colorado Immunization Fund ® $0 $0 $0 $446,825 $505,770 Footnote 5

K |Federal Match Earnings6 $40,591,092 $50,509,127 $65,616,702 $78,458,803 $89,279,905 Footnote 6

L Total Revenues $70,774,307 $89,460,772 $110,655,208 $123,598,686 $136,063,834/ Sum A:K
PROGRAM EXPENDITURES

M |Program Cash Funds Exempt Estimated Expenditures from Trust Fund ® $20,723,603 $20,944,551 $26,824,625 $27,233,716 $27,850,430 Footnote 6
Program Cash Funds Exempt Estimated Expenditures from Health Care

N |Expansion Fund 6 $0 $5,108,706 $9,557,980 $14,037,434, $19,032,763 Footnote 6
Program Cash Funds Exempt Estimated Expenditures from Supplemental

O Tobacco Litigation Settlement Account ® $0 $0 $0 $461,177 $711,064 Footnote 6
Program Cash Funds Exempt Estimated Expenditure from Colorado

P Immunization Fund ® $0 $0 $0 $446,825 $505,770 Footnote 6

Q | Internal Administration Cash Funds Exempt Estimated Expenditures $434,342 $386,506 $879,778 $1,171,927 $1,108,732 Exhibit C.8

R | Federal Match Expenditures6 $40,591,092 $50,509,127 $65,616,702 $78,458,803 $89,279,905 Footnote 6

S|SB 05-211 Transfer to General Fund $0 $8,100,000 $0 $0 $0| Actual

T Total Expenditures $61,749,037 $85,048,890 $102,879,085 $121,809,882 $138,488,664/Sum M:S

U |Remaining Balance in Trust Fund $9,025,270 $4,411,882 $7,776,123 $1,788,804 ($2,424,830) L - T

V |Total General Fund Requested $0 $0 $0 $0 $2,382,423 Exhibit C.9

W |Additional Interest Earnings if General Fund is Appropriated $0 $0 $0 $0 $42,407 Exhibit C.9

X |Final Ending Balance of Trust Fund $9,025,270 $4,411,882 $7,776,123 $1,788,804 $0/ Sum U:W

=

In 2002, the Department transferred funds from the Trust Fund to the State Treasury to reduce the General Fund deficit. In January 2006, $900,000 was refunded to the Trust.
2 FY 04-05 to FY 06-07 are actual appropriations/transfers. FY 07-08 and FY 08-09 are estimates from Legislative Council (July 2007 and January 2007, respectively).

® FY 05-06 and FY 06-07 are actual revenues transferred from the Health Care Expansion Fund for expansion clients. Beginning in FY 07-08, this amount includes the portion of estimated State expenditures to

come from the Health Care Expansion Fund for the cervical cancer immunization. FY 07-08 and FY 08-09 are projections from Exhibits C.2 and C.3, respectively.

“ Projected program expenditures for expansion clients to come from the Supplemental Tobacco Litigation Settlement Account created in SB 07-097 as well as estimated State expenditures for early intervention
services. See Exhibits C.2 and C.3.

® Portion of estimated State expenditures to come from the Colorado Immunization Fund for the cervical cancer immunization. See Exhibits C.2 and C.3.
6 Figures for FY 04-05 through FY 06-07 are actuals, while figures for FY 07-08 and FY 08-09 are projections. See Exhibits C.2 and C.3.
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Exhibit C.2 - FY 07-08 Children's Basic Health Plan Program Expenditures

FY 07-08 Children's Medical, Prenatal, Dental, Administration Request and Funding Splits

Traditional up to | Traditional Above | Expansionto | Expansion to
Reference | FY 03-04 Level' | FY 03-04 Level ® 200% * 205% ° Total
FY 07-08 CBHP Children's Medical Expenditures
FY 07-08 Enrollment Estimate Exhibit C.6 41,786 10,938 3,491 108 56,323
Medical Per Capita Exhibit C.5 $1,581.01 $1,581.01 $1,581.01 $527.00 $1,581.01
Total Children's Medical Expenditures| $66,064,084 $17,293,087 $5,519,306 $56,916 $88,933,393
Annual Enrollment Fee Collection Per Enrollee* $4.93
Total Annual Enrollment Fee Collections (Cash FundsS) $206,005 $53,924 $17,211 $532 $277,672
Expenditures To Be Matched by Federal Funds $65,858,079 $17,239,163 $5,502,095 $56,384 $88,655,721
Title XXI Federal Funds| $42,807,751 $11,205,456 $3,576,362 $36,650 $57,626,219
Cash Funds Exempt| $23,050,328 $6,033,707 $1,925,733 $19,734 $31,029,502
FY 07-08 CBHP Prenatal Services Expenditures
FY 07-08 Prenatal Enrollment Estimate Exhibit C.7 101 977 212 7 1,297
Prenatal Medical Per Capita Exhibit C.5 $11,933.24 $11,933.24 $11,933.24 $3,977.75 $11,933.24
Total Prenatal Medical Expenditures $1,205,257 $11,658,775 $2,529,847 $27,844 $15,421,723
Title XXI Federal Funds| $783,417 $7,578,204 $1,644,401 $18,099 $10,024,121
Cash Funds Exempt $421,840 $4,080,571 $885,446 $9,745 $5,397,602
FY 07-08 Children's Basic Health Plan Premiums Costs $67,269,341 $28,951,862 $8,049,153 $84,760| $104,355,116
Title XXI Federal Funds| $43,591,168 $18,783,660 $5,220,763 $54,749 $67,650,340
Cash Funds Exemptel $23,678,173 $10,168,202 $2,828,390 $30,011 $36,704,776
FY 07-08 CBHP Dental Expenditures
FY 07-08 Enrollment Estimate Exhibit C.6 41,786 10,938 3,491 108 56,323
Dental Per Capita Exhibit C.5 $152.36 $152.36 $152.36 $50.79 $152.36
FY 07-08 Children's Basic Health Plan Dental Benefit Costs $6,366,515 $1,666,514 $531,889 $5,485 $8,570,403
Title XXI Federal Funds| $4,138,235 $1,083,234 $345,728 $3,565 $5,570,762
Cash Funds Exempt| $2,228,280 $583,280 $186,161 $1,920 $2,999,641
FY 07-08 Children’s Basic Health Plan Administration
FY 07-08 External Administration Expenditures| Exhibit C.4 $4,195,590 $0 $1,340,000 $6,000 $5,541,590
Title XXI Federal Funds $623,012 $0 $656,305 $3,605 $1,282,922
Title X1X Federal Funds $1,618,556 $0 $165,150 $227 $1,783,933
Cash Funds Exempt $1,954,022 $0 $518,545 $2,168 $2,474,735
FY 07-08 Internal Administration Expenditures| Exhibit C.8 $3,342,773 $0 $0 $0 $3,342,773
Title XXI Federal Funds| $2,170,846 $0 $0 $0 $2,170,846
Cash Funds Exempt ’ $1,171,927 $0 $0 $0 $1,171,927
Total FY 07-08 Children's Basic Health Plan Expenditures $81,174,219 $30,618,376 $9,921,042 $96,245| $121,809,882
Title XXI and Title XIX Federal Funds $52,141,817 $19,866,894 $6,387,946 $62,146 $78,458,803
Cash Funds Exempt $29,032,402 $10,751,482 $3,533,096 $34,099 $43,351,079

! The source of the Cash Funds Exempt for traditional clients up to the FY 03-04 enrollment level is the Children's Basic Health Plan Trust Fund.

% The source of the Cash Funds Exempt for the traditional clients above the FY 03-04 enrollment level and the expansion clients between 186% and 200% of the federal poverty level is the Health Care Expansion
Fund.

® The source of the Cash Funds Exempt for the expansion clients between 201% and 205% of the federal poverty level is the Supplemental Tobacco Litigation Settlement Account in the Children's Basic Health Plan
Trust Fund. This expansion population is effective March 1, 2008. All per capitas for this population have been adjusted for a partial year.

* Annual enroliment fees per enrollee is estimated based on the actual collections in FY 06-07 for all children ($232,1362 / 47,047 in total enrollment = $4.93 per client). This is amount is adjusted by the forecasted
increase in the share of expansion clients through FY 07-08, all of which pay enrollment fees, resulting in an estimate of $4.93 per child for the entire children's population.

° Cash Funds from annual enrollment fees are not eligible for a federal match.

° This amount includes the Cash Funds from enrollment fees, as all enrollment fees collected are appropriated as Cash Funds Exempt from the Trust Fund.

" This is the State match for Internal Administration from Exhibit C.8. It is paid for through the Trust Fund, but is allocated as Cash Funds Exempt to other line items in the Long Bill.
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Exhibit C.2 - FY 07-08 Children's Basic Health Plan Program Expenditures

FY 07-08 Calculation of State Funding

Children's Basic Supplemental Tobacco Colorado
Total Cash Health Plan Trust Health Care Litigation Settlement Immunization
Funds Exempt Fund * Expansion Fund > Account Fund *

Children's Medical
Traditional up to FY 03-04 Level $23,256,333 $22,557,907 $48,406 $318,095 $331,925
Traditional Above FY 03-04 Level $6,087,631 $53,924 $5,863,557 $83,265 $86,885
Expansion to 200% $1,942,944 $17,211 $1,871,427 $26,575 $27,731
Expansion to 205% $20,266 $532 $41 $19,409 $284
Total $31,307,174 $22,629,574 $7,783,431 $447,344 $446,825
Prenatal
Traditional up to FY 03-04 Level $421,840 $421,840 $0 $0 $0
Traditional Above FY 03-04 Level $4,080,571 $0 $4,080,571 $0 $0
Expansion to 200% $885,446 $0 $885,446 $0 $0
Expansion to 205% $9,745 $0 $0 $9,745 $0
Total $5,397,602 $421,840 $4,966,017 $9,745 $0
Total Premiums
Traditional up to FY 03-04 Level $23,678,173 $22,979,747 $48,406 $318,095 $331,925
Traditional Above FY 03-04 Level $10,168,202 $53,924 $9,944,128 $83,265 $86,885
Expansion to 200% $2,828,390 $17,211 $2,756,873 $26,575 $27,731
Expansion to 205% $30,011 $532 $41 $29,154 $284
Total $36,704,776 $23,051,414 $12,749,448 $457,089 $446,825
Dental
Traditional up to FY 03-04 Level $2,228,280 $2,228,280 $0 $0 $0
Traditional Above FY 03-04 Level $583,280 $0 $583,280 $0 $0
Expansion to 200% $186,161 $0 $186,161 $0 $0
Expansion to 205% $1,920 $0 $0 $1,920 $0
Total Dental $2,999,641 $2,228,280 $769,441 $1,920 $0

! The Children's Basic Health Plan Trust Fund is the Cash Funds Exempt source for the following: Enrollment of all traditional clients (up to
185% of the federal poverty level) up to the FY 03-04 level, and; enrollment fees for all children.

% The Health Care Expansion Fund is the Cash Funds Exempt source for the following: Enrollment of all expansion clients between 186% and
200% of the federal poverty level, and; 13% of the State costs associated with the cervical cancer immunization, which accounts for
approximately 1.67% of the children's per capita.

® The Supplemental Tobacco Litigation Settlement Account in the Trust Fund is the Cash Funds Exempt source for the following: Enrollment of
all expansion clients between 201% and 205% of the federal poverty level, and; 100% of the State costs associated with the enhanced early
intervention services benefit, which accounts for approximately 1.38% of the children's per capita.

* The Colorado Immunization Fund is the Cash Funds Exempt source for 87% of the State costs associated with the cervical cancer
immunization, which accounts for approximately 1.65% of the children's per capita.
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Exhibit C.3 - FY 08-09 Children's Basic Health Plan Program Expenditures

FY 08-09 Children's Medical, Prenatal, Dental, Administration Request and Funding Splits

Traditional up to FY| Traditional Above | Expansionto | Expansion to
Reference 03-04 Level * FY 03-04 Level * 200% * 205% ° Total
FY 08-09 CBHP Children's Medical Expenditures
FY 08-09 Enrollment Estimate Exhibit C.6 41,786 16,596 3,864 235 62,481
Medical Per Capita Exhibit C.5 $1,611.05 $1,611.05 $1,611.05 $1,611.05 $1,611.05
Total Children's Medical Expenditures $67,319,335 $26,736,986 $6,225,097 $378,597 $100,660,015
Annual Enrollment Fee Collection Per Enrollee* $4.94
Total Annual Enroliment Fee Collections (Cash Fundss) $206,423 $81,984 $19,088 $1,161 $308,656
Expenditures To Be Matched by Federal Funds $67,112,912 $26,655,002 $6,206,009 $377,436 $100,351,359
Title XXI Federal Funds| $43,623,393 $17,325,751 $4,033,906 $245,333 $65,228,383
Cash Funds Exempt| $23,489,519 $9,329,251 $2,172,103 $132,103 $35,122,976
FY 08-09 CBHP Prenatal Services Expenditures
FY 08-09 Prenatal Enrollment Estimate Exhibit C.7 101 1,113 264 19 1,497
Prenatal Medical Per Capita Exhibit C.5 $12,723.22 $12,723.22 $12,723.22 $12,723.22 $12,723.22
Total Prenatal Medical Expenditures $1,285,045 $14,160,944 $3,358,930 $241,741 $19,046,660
Title XXI Federal Funds| $835,279 $9,204,614 $2,183,305 $157,132 $12,380,330
Cash Funds Exempt| $449,766 $4,956,330 $1,175,625 $84,609 $6,666,330
FY 08-09 Children's Basic Health Plan Premiums Costs $68,604,380 $40,897,930 $9,584,027 $620,338 $119,706,675
Title XXI Federal Funds| $44,458,672 $26,530,365 $6,217,211 $402,465 $77,608,713
Cash Funds Exempts $24,145,708 $14,367,565 $3,366,816 $217,873 $42,097,962
FY 08-09 CBHP Dental Expenditures
FY 08-09 Enrollment Estimate Exhibit C.6 41,786 16,596 3,864 235 62,481
Dental Per Capita Exhibit C.5 $161.38 $161.38 $161.38 $161.38 $161.38
FY 08-09 Children's Basic Health Plan Dental Benefit Costs $6,743,425 $2,678,262 $623,572 $37,924 $10,083,183
Title XXI Federal Funds| $4,383,226 $1,740,870 $405,322 $24,651 $6,554,069
Cash Funds Exempt| $2,360,199 $937,392 $218,250 $13,273 $3,529,114
FY 07-08 Children's Basic Health Plan Administration
FY 08-09 External Administration Expenditures| Exhibit C.4 $4,195,590 $0 $1,340,000 $1,000 $5,536,590
Title XXI Federal Funds $623,011 $0 $656,305 $502 $1,279,818
Title XIX Federal Funds $1,618,557 $0 $165,150 $114 $1,783,821
Cash Funds Exempt $1,954,022 $0 $518,545 $384 $2,472,951
FY 08-09 Internal Administration Expenditures| Exhibit C.8 $3,162,216 $0 $0 $0 $3,162,216
Title XXI Federal Funds $2,053,484 $0 $0 $0 $2,053,484
Cash Funds Exempt7 $1,108,732 $0 $0 $0 $1,108,732
Total FY 08-09 Children's Basic Health Plan Expenditures $82,705,611 $43,576,192 $11,547,599 $659,262 $138,488,664
Title XXI and Title XIX Federal Funds $53,136,950 $28,271,235 $7,443,988 $427,732 $89,279,905
Cash Funds Exempt] $29,568,661 $15,304,957 $4,103,611 $231,530 $49,208,759

! The source of the Cash Funds Exempt for traditional clients up to the FYY 03-04 enrollment level is the Children's Basic Health Plan Trust Fund.
% The source of the Cash Funds Exempt for the traditional clients above the FY 03-04 enrollment level and the expansion clients between 186% and 200% of the federal poverty level is the Health Care Expansion

Fund.

® The source of the Cash Funds Exempt for the expansion clients between 201% and 205% of the federal poverty level is the Supplemental Tobacco Litigation Settlement Account in the Children's Basic Health Plan
Trust Fund. This expansion population is effective March 1, 2008. All per capitas for this population have been adjusted for a partial year.

* Annual enrollment fees per enrollee is estimated based on the actual collections in FY 06-07 for all children ($232,1362 / 47,047 in total enrollment = $4.93 per client). This is amount is adjusted by the forecasted
increase in the share of expansion clients through FY 07-08, all of which pay enrollment fees, resulting in an estimate of $4.94 per child for the entire children's population.

® Cash Funds from annual enrollment fees are not eligible for a federal match.

® This amount includes the Cash Funds from enrollment fees, as all enrollment fees collected are appropriated as Cash Funds Exempt from the Trust Fund.

’ Beginning in FY 08-09, the Department is requesting that Internal Administration costs no longer come from the Trust Fund, but rather from a direct General Fund appropriation. See narrative for details.
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Exhibit C.3 - FY 08-09 Children's Basic Health Plan Program

Expenditures

FY 08-09 Calculation of State Funding

Supplemental Tobacco
Total Cash Funds Children's Basic Health Health Care Litigation Settlement Colorado

Exempt Plan Trust Fund * Expansion Fund ? Account * Immunization Fund *
Children's Medical
Traditional up to FY 03-04 Level $23,695,942 $22,984,210 $49,328 $324,155 $338,249
Traditional Above FY 03-04 Level $9,411,235 $81,984 $9,066,166 $128,744 $134,341
Expansion to 200% $2,191,191 $19,088 $2,110,850 $29,975 $31,278
Expansion to 205% $133,264 $1,161 $277 $129,924 $1,902
Total $35,431,632 $23,086,443 $11,226,621 $612,798 $505,770
Prenatal
Traditional up to FY 03-04 Level $449,766 $449,766 $0 $0 $0
Traditional Above FY 03-04 Level $4,956,330 $0 $4,956,330 $0 $0
Expansion to 200% $1,175,625 $0 $1,175,625 $0 $0
Expansion to 205% $84,609 $0 $0 $84,609 $0
Total $6,666,330 $449,766 $6,131,955 $84,609 $0
Total Premiums
Traditional up to FY 03-04 Level $24,145,708 $23,433,976 $49,328 $324,155 $338,249
Traditional Above FY 03-04 Level $14,367,565 $81,984 $14,022,496 $128,744 $134,341
Expansion to 200% $3,366,816 $19,088 $3,286,475 $29,975 $31,278
Expansion to 205% $217,873 $1,161 $277 $214,533 $1,902
Total $42,097,962 $23,536,209 $17,358,576 $697,407 $505,770
Dental
Traditional up to FY 03-04 Level $2,360,199 $2,360,199 $0 $0 $0
Traditional Above FY 03-04 Level $937,392 $0 $937,392 $0 $0
Expansion to 200% $218,250 $0 $218,250 $0 $0
Expansion to 205% $13,273 $0 $0 $13,273 $0
Total Dental $3,529,114 $2,360,199 $1,155,642 $13,273 $0

! The Children's Basic Health Plan Trust Fund is the Cash Funds Exempt source for the following: Enrollment of all traditional clients (up to 185% of the
federal poverty level) up to the FY 03-04 level, and; enrollment fees for all children.
% The Health Care Expansion Fund is the Cash Funds Exempt source for the following: Enroliment of all expansion clients between 186% and 200% of the

federal poverty level, and; 13% of the State costs associated with the cervical cancer immunization, which accounts for approximately 1.67% of the children's

per capita.

% The Supplemental Tobacco Litigation Settlement Account in the Trust Fund is the Cash Funds Exempt source for the following: Enroliment of all expansion
clients between 201% and 205% of the federal poverty level, and; 100% of the State costs associated with the enhanced early intervention services benefit,
which accounts for approximately 1.38% of the children's per capita.

* The Colorado Immunization Fund is the Cash Funds Exempt source for 87% of the State costs associated with the cervical cancer immunization, which

accounts for approximately 1.65% of the children's per capita.




Exhibit C.4 - Children's Basic Health Plan External Administration

Children's Basic Health Plan Administration Line Item
FY 08-09
Line External Administration Costs FY 07-08 FY 08-09 Base Incremental FY 08-09 Total
Appropriation Request Request
Request
Costs paid through the Children's Basic Health Plan Trust Fund
1 Children's Operating Costs $3,652,612 $3,652,612 $0 $3,652,612
2|Prenatal Operational Costs $125,478 $125,478 $0 $125,478
3| Customer Service $102,500 $101,500 $0 $101,500
4 Subtotal Primary Administration (sum of lines 1 - 3) $3,880,590 $3,879,590 $0 $3,879,590
5 Actuarial Services $96,000 $92,000 $0 $92,000
6|Quality Assurance $125,000 $125,000 $0 $125,000
7|Claims Audit $100,000 $100,000 $0 $100,000
8 Subtotal Professional Services (sum of lines 5 - 7) $321,000 $317,000 $0 $317,000
9 Subtotal External Administration (line 4 + line 8) $4,201,590 $4,196,590 $0 $4,196,590
Adjustments from HB 05-1262 (Tobacco Tax)
10 Marketing $1,300,000 $1,300,000 $0 $1,300,000
11| Application Redesign and Printing $40,000 $40,000 $0 $40,000
12 |Subtotal HB 05-1262 (Tobacco Tax) Administration (line 10 + line 11) $1,340,000 $1,340,000 $0 $1,340,000
13| Total External Administration (Line 9 + Line 12) $5,541,590 $5,536,590 $0 $5,536,590
14 |Federal Funds $3,066,855 $3,063,639 $0 $3,063,639
15 Cash Funds Exempt $2,474,735 $2,472,951 $0 $2,472,951
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Exhibit C.4 - Children's Basic Health Plan External Administration

FY 07-08 External Administration Funding Splits (State Funds from Children's Basic Health Plan Trust)

Federal Funds @

Cash Funds Exempt

Title XXI Federal Match Request Allocation Dollars Matched 65% @ 35%
Children's Operating Costs (Line 1) $3,652,612 12.0% $438,315 $284,905 $153,410
Prenatal Operating Costs (Line 2) $125,478 100.0% $125,478 $81,561 $43,917
Customer Service (Line 3) $102,500 77.3% $79,232 $51,501 $27,731
Professional Services (Line 8) $321,000 100.0% $321,000 $208,650 $112,350
Total Title XXI (Primary Administration) $4,201,590 $964,025 $626,617 $337,408

Federal Funds @ | Cash Funds Exempt
Title XI1X Federal Match Request Allocation Dollars Matched 50% @ 50%
Eligibility and Enrollment (Line 1) $3,652,612 88.0% $3,214,297 $1,607,149 $1,607,148
Customer Service (Line 3) $102,500 22.7% $23,268 $11,634 $11,634
Total Title XIX (Primary Administration) $3,755,112 $3,237,565 $1,618,783 $1,618,782
FY 07-08 External Administration Funding Splits (State Funds From Health Care Expansion Fund)

. - Federal Funds @ | Cash Funds Exempt
Title XXI Federal Match Request Allocation Dollars Matched 65% @ 35%
Marketing (Line 10) $1,300,000 77.3% $1,004,900 $653,185 $351,715
Application Redesign and Printing (Line 11) $40,000 12.0% $4,800 $3,120 $1,680
Total Title XXI (HB 05-1262 Administration) $1,340,000 $1,009,700 $656,305 $353,395

Federal Funds @ | Cash Funds Exempt
Title XI1X Federal Match Request Allocation Dollars Matched 50% @ 50%
Marketing (Line 10) $1,300,000 22.7% $295,100 $147,550 $147,550
Application Redesign and Printing (Line 11) $40,000 88.0% $35,200 $17,600 $17,600
Total Title XI1X (HB 05-1262 Administration) $1,340,000 $330,300 $165,150 $165,150
Total Funds FF CFE Total CFE- Trust Fund * CFE-HCEF
Total FY 07-08 Appropriation Fund Splits $5,541,590 $3,066,855 $2,474,735 $1,956,190 $518,545

* Includes $2,168 from the Supplemental Tobacco Litigation Settlement Account in the Trust for the implementation of SB 07-004 and SB 07-097.
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Exhibit C.4 - Children's Basic Health Plan External Administration

FY 08-09 External Funding Splits (State funds from Children's Basic Health Plan Trust)

Federal Funds @

Cash Funds Exempt

Title XXI Federal Match Request Allocation Dollars Matched 65% @ 35%
Eligibility and Enrollment (Line 1) $3,652,612 12.0% $438,313 $284,903 $153,410
Prenatal (Line 2) $125,478 100.0% $125,478 $81,561 $43,917
Customer Service (Line 3) $101,500 77.3% $78,460 $50,999 $27,461
Professional Services (Line 8) $317,000 100.0% $317,000 $206,050 $110,950
Total Title XXI (Primary Administration) $418,500 $959,251 $623,513 $335,738

Federal Funds @ | Cash Funds Exempt
Title XIX Federal Match Request Allocation Dollars Matched 50% @ 50%
Eligibility and Enrollment (Line 1) $3,652,612 88.0% $3,214,299 $1,607,150 $1,607,149
Customer Service (Line 3) $101,500 22.7% $23,041 $11,521 $11,520
Total Title XIX (Primary Administration) $418,500 $3,237,340 $1,618,671 $1,618,669
FY 08-09 External Funding Splits (State Funds From Health Care Expansion Fund)

. . Federal Funds @ | Cash Funds Exempt
Title XXI Federal Match Request Allocation Dollars Matched 65% @ 35%
Marketing (Line 10) $1,300,000 77.3% $1,004,900 $653,185 $351,715
Application Redesign and Printing (Line 11) $40,000 12.0% $4,800 $3,120 $1,680
Total Title XXI (HB 05-1262 Administration) $1,340,000 $1,009,700 $656,305 $353,395

Federal Funds @ | Cash Funds Exempt
Title XIX Federal Match Request Allocation Dollars Matched 50% @ 50%
Marketing (Line 10) $1,300,000 22.7% $295,100 $147,550 $147,550
Application Redesign and Printing (Line 11) $40,000 88.0% $35,200 $17,600 $17,600
Total Title XI1X (HB 05-1262 Administration) $1,340,000 $330,300 $165,150 $165,150
Total Funds FF CFE Total CFE- Trust Fund * CFE-HCEF
FY 08-09 Total Request Fund Splits $5,536,590 $3,063,639 $2,472,951 $1,954,406 $518,545

* Includes $384 from the Supplemental Tobacco Litigation Settlement Account in the Trust for the implementation of SB 07-097.
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Exhibit C.5 - Per Capita Costs History and Projections

Children's Medical FY 03-04 FY 04-05 FY 05-06 FY 06-07 FY 07-08  FY 08-09
Cash-based Expenditures * $50,550,660 & $43,330,612 $56,713,621  $65,205,431
Caseload * 41,786 35,800 41,945 47,047 56,323 62,481
Per Capita $1,209.75 $1,210.35 $1,352.09 $1,385.96 $1,581.01 $1,611.05
% Per Capita Change - 0.05% 11.71% 2.51% 14.07% 1.90%
Blended Rate * $88.10 $92.01 $102.12 $105.85 $119.10 $123.04
% Blended Rate Change 4.44% 10.99% 3.65% 12.52% 3.31%
Blended Length of Stay 7.6 7.5
% Blended Length of Stay Change -0.9%

Prenatal Medical FY 03-04 FY 04-05 FY 05-06 FY 06-07 FY 07-08 | FY 08-09
Cash-based Expenditures * $1,226,490 = $6,685,402 $11,612,272 $16,892,791
Caseload > 101 472 963 1,170 1,297 1,497
Per Capita $12,143.47 | $14,163.99 = $12,058.43 & $14,438.28 | $11,933.24 = $12,723.22
% Per Capita Change - 16.64% -14.87% 19.74% -17.35% 6.62%
Rate $888.49 $816.97 $1,045.44 $864.08 $921.30
% Rate Change - - -8.05% 27.97% -17.35% 6.62%

Children's Dental FY 03-04 FY 04-05 FY 05-06 FY 06-07 FY 07-08 FY 08-09
Cash-based Expenditures * $5,405,336 = $4,656,589 = $5,707,513  $6,888,782
Caseload * 41,786 35,800 41,945 47,047 56,323 62,481
Per Capita $129.36 $130.07 $136.07 $146.42 $152.36 $161.38
% Per Capita Change - 0.55% 4.61% 7.61% 4.06% 5.92%
Rate $10.95 $11.31 $11.82 $13.30 $13.84 $14.66
% Rate Change - 3.29% 451% 12.52% 4.06% 5.92%

* Cash-based expenditures from the Colorado Financial Reporting System (COFRS). In children's medical only, the reversal of the
FY 05-06 accounts receivable in the amount of $4,661,297 artificially pushed expenditures from FY 05-06 to FY 06-07. The FY
05-06 accounts receivable accounted for approximately 5.2% of the accrual-based expenditures in FY 06-07. The FY 06-07 cash-
based expenditures for children's medical from COFRS are decreased by a like amount in order to approximate the FY 06-07
expenditures without the artificial inflation. The FY 06-07 expenditures reported here are adjusted.

2 Reported caseload is the restated caseload found in Exhibit C.6. See narrative for details regarding the caseload restatement.

3 Calculated blended rate for FY 03-04 through FY 06-07 based on final caseload shares in Anthem and HMOs. Projected blended
rates for FY 07-08 and FY 08-09 assume that 42.0% of children will be in Anthem and 58.0% will be in HMOs. See narrative for

details.
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Exhibit C.5 - Per Capita Costs History and Projections

FY 07-08 Capitation Rates

Kids- Blended Prenatal Dental
FY 06-07 Rate $105.85 $1,045.44 $13.30
FY 07-08 Base Rate $117.01 $864.09 $13.84
Base Growth 10.54% -17.35% 4.06%
SB 07-004 (Early Intervention Services, effective November 1, 2007) $2.50 $0.00 $0.00
SB 07-004 Growth from Base 2.14% 0.00% 0.00%
November 1, 2007 Rate $119.51 $864.09 $13.84
SB 07-036 (Mandatory Coverage of Mental Health Disorders, effective January 1, 2008) $0.16 $0.00 $0.00
SB 07-036 Growth from Base 0.14% 0.00% 0.00%
HB 07-1301 (Cervical Cancer Immunizations, effective January 1, 2008) $3.98 $0.00 $0.00
HB 07-1301 Growth from Base 3.40% 0.00% 0.00%
January 1, 2008 Rate $123.65 $864.09 $13.84
SB 07-097 (Allocation of Tobacco Litigation Settlement Moneys, effective March 1, 2008) $0.00 ($0.02) $0.00
SB 07-097 Growth from Base 0.00% 0.00% 0.00%
March 1, 2008 Rate $123.65 $864.07 $13.84
Blended FY 07-08 Rate $120.75 $864.08 $13.84
FY 07-08 Final Blended Rate Growth Rate 14.07% -17.35% 4.06%

FY 07-08 Per Capita Calculations

Kids (Blended) Prenatal Dental
FY 06-07 Per Capita * $1,385.96 $14,438.28 $146.42
FY 07-08 Base Growth 10.54% -17.35% 4.06%
FY 07-08 Base Per Capita $1,532.04 $11,933.24 $152.36
SB 07-004 Growth 2.14% 0.00% 0.00%
SB 07-004 Increase (adjusted for partial year) $21.86 $0.00 $0.00
SB 07-036 Growth 0.14% 0.00% 0.00%
SB 07-036 Increase (adjusted for partial year) $1.07 $0.00 $0.00
HB 07-1301 Growth 3.40% 0.00% 0.00%
HB 07-1301 Increase (adjusted for partial year) $26.04 $0.00 $0.00
SB 07-097 Growth 0.00% 0.00% 0.00%
SB 07-097 Increase (adjusted for partial year) $0.00 $0.00 $0.00
Total Projected FY 07-08 Per Capita $1,581.01 $11,933.24 | $152.36
Change from FY 06-07 14.07% -17.35%|  4.06%
* See Footnote 1 on page C.5-1.

FY 08-09 Capitation Rates

Kids- Blended Prenatal Dental
Final FY 07-08 Rate $120.75 $864.08 $13.84
FY 08-09 Rate $123.04 $921.30 $14.66
Base Growth 1.90% 6.62% 5.92%

FY 08-09 Per Capita Calculations

Kids (Blended) Prenatal Dental
FY 07-08 Per Capita $1,581.01 $11,933.24 $152.36
FY 08-09 Base Growth 1.90% 6.62% 5.92%
Projected FY 08-09 Base Per Capita $1,611.05 $12,723.22  $161.38




Exhibit C.6 - Children’s Caseload History and Projections

Historical Monthly Caseload

Projections

FY 05-06 FY 06-07 FY 07-08 FY 08-09
FY 98-99 | FY 99-00 | FY 00-01 | FY 01-02 | FY 02-03 | FY 03-04 | FY 04-05 Total Total Total Total
Traditional | Expansion | Children | Traditional | Expansion | Children | Traditional | Expansion | Children | Traditional | Expansion | Children

July 8,263 19,233 25,070 33,773 40,834 46,397 33,254 36,038 659 36,697 43,360 2,338 45,698 49,400 3,271 52,671 56,084 3,712 59,796
August 8,956 20,397 25,186 34,592 41,929 46,395 37,118 34,621 727 35,348 42,094 2,477 44,571 50,225 3,326 53,551 56,650 3,749 60,399
September 9,649 20,889 25,372 35,014 42,770 46,200 37,009 35,068 804 35,872 41,181 2,616 43,797 50,647 3,354 54,001 56,933 3,768 60,701
October 10,347 21,906 25,826 35,922 43,939 46,968 31,638 37,459 1,064 38,523 41,188 2,926 44,114 51,543 3,413 54,956 57,548 3,809 61,357
November 11,082 22,698 26,626 36,404 44,345 45,534 33,382 38,882 1,206 40,088 42,150 3,049 45,199 52,017 3,444 55,461 57,870 3,830 61,700
December 11,704 22,944 27,050 36,522 44,717 43,851 34,038 39,768 1,310 41,078 42,263 3,141 45,404 52,131 3,452 55,583 57,945 3,835 61,780
January 12,649 23,652 27,827 37,176 45,800 42,200 33,996 41,119 1,466 42,585 43,297 3,207 46,504 52,772 3,494 56,266 58,374 3,863 62,237
February 13,798 23,997 29,317 37,297 46,086 40,249 36,342 42,329 1571 43,900 44,640 3,235 47,875 52,893 3,502 56,395 58,456 3,868 62,324
March 15,074 24,491 30,433 38,467 46,197 38,462 38,782 45,014 1,690 46,704 45,983 3,204 49,187 54,030 3,577 57,607 59,216 3,918 63,134
April 16,603 24,801 31,559 39,360 46,365 37,007 39,532 45,069 1,759 46,828 46,236 3,179 49,415 54,889 3,634 58,523 59,784 3,956 63,740
May 17,341 25,015 32,498 39,870 46,101 35,000 37,325 45,685 1,895 47,580 47,611 3,244 50,855 55,378 3,666 59,044 60,107 3,977 64,084
June 18,436 25,196 33,001 40,112 46,115 33,173 37,185 46,102 2,041 48,143 48,713 3,226 51,939 55,611 3,681 59,292 60,257 3,987 64,244
Average Monthly

Caseload 12,825 22,935 28,321 37,042 44,600 41,786 35,800 40,596 1,349 41,945 44,060 2,987 47,047 52,628 3,485 56,113 58,269 3,856 62,125
Annual Growth - 78.8% 23.5% 30.8% 20.4% -6.3% -14.3% 13.4% 17.2% 8.5% 121.4% 12.2% 19.4% 16.7% 19.3% 10.7% 10.6% 10.7%
Adjustments * 96 114 210 113 243 356
Final Caseload with

Adjustments 12,825 22,935 28,321 37,042 44,600 41,786 35,800 41,945 47,047 52,724 3,599 56,323 58,382 4,099 62,481
Annual Growth - 78.8% 23.5% 30.8% 20.4% -6.3% -14.3% 17.2% 12.2% 19.7% 20.5% 19.7% 10.7% 13.9% 10.9%

! FY 07-08 adjustments include 102 children from HB 06-1270 and 108 from SB 07-097. These are increased to 121 and 235 children, respectively, in FY 08-09. Please see narrative for details. HB 06-1270 adjustments
are split between traditional and expansion based on relative caseload shares, and SB 07-097 adjustments are included in the expansion children.

Page C.6-1




Exhibit C.6 - Children's Caseload History and Projections

FY 07-08 Projection

Prior Month Traditional | Traditional Base | Traditional Monthly| Traditional Children | Cumulative Traditional [ prior Month Expansion | Expansion Base | Expansion Monthly | Expansion Children | FY 07-08 Total Children's
Caseload Growth * Change Projection Caseload ? Caseload Growth 3 Change Projection Caseload (Pre-adjustments)
July 48,713 1.4% 687 49,400 49,400 3,226 1.4% 45 3,271 52,671
August 49,400 1.7% 825 50,225 99,625 3,271 1.7% 55 3,326 53,551
September 50,225 0.8% 422 50,647 150,272 3,326 0.8% 28 3,354 54,001
October 50,647 1.8% 896 51,543 201,815 3,354 1.8% 59 3,413 54,956
November 51,543 0.9% 474 52,017 253,832 3,413 0.9% 31 3,444 55,461
December 52,017 0.2% 114 52,131 305,963 3,444 0.2% 8 3,452 55,583
January 52,131 1.2% 641 52,772 358,735 3,452 1.2% 42 3,494 56,266
February 52,772 0.2% 121 52,893 411,628 3,494 0.2% 8 3,502 56,395
March 52,893 2.2% 1,137 54,030 465,658 3,502 2.2% 75 3,577 57,607
April 54,030 1.6% 859 54,889 520,547 3,577 1.6% 57 3,634 58,523
May 54,889 0.9% 489 55,378 575,925 3,634 0.9% 32 3,666 59,044
June 55,378 0.4% 233 55,611 631,536 3,666 0.4% 15 3,681 59,292
Average Monthly 1.1% 575 52,628 1.1% 38 3,485 56,113
Growth Rate 19.4% 16.7% 19.3%
FY 08-09 Projection
Prior Month Traditional | Traditional Base | Traditional Monthly| Traditional Children | Cumulative Traditional [ prior Month Expansion | Expansion Base | Expansion Monthly | Expansion Children | FY 08-09 Total Children's
Caseload Growth * Change Projection Caseload ? Caseload Growth * Change Projection Caseload (Pre-adjustments)
July 55,611 0.9% 473 56,084 56,084 3,681 0.9% 31 3,712 59,796
August 56,084 1.0% 566 56,650 112,734 3,712 1.0% 37 3,749 60,399
September 56,650 0.5% 283 56,933 169,667 3,749 0.5% 19 3,768 60,701
October 56,933 1.1% 615 57,548 227,215 3,768 1.1% 41 3,809 61,357
November 57,548 0.6% 322 57,870 285,085 3,809 0.6% 21 3,830 61,700
December 57,870 0.1% 75 57,945 343,030 3,830 0.1% 5 3,835 61,780
January 57,945 0.7% 429 58,374 401,404 3,835 0.7% 28 3,863 62,237
February 58,374 0.1% 82 58,456 459,860 3,863 0.1% 5 3,868 62,324
March 58,456 1.3% 760 59,216 519,076 3,868 1.3% 50 3,918 63,134
April 59,216 1.0% 568 59,784 578,860 3,918 1.0% 38 3,956 63,740
May 59,784 0.5% 323 60,107 638,967 3,956 0.5% 21 3,977 64,084
June 60,107 0.3% 150 60,257 699,224 3,977 0.3% 10 3,987 64,244
Average Monthly 0.7% 387 58,269 0.7% 26 3,856 62,125
Growth Rate 10.7% 10.6% 10.7%

monthly variations retained.

! The FY 07-08 caseload is forecasted to increase by an average of 1.1% per month. The forecasted growth rate and the monthly variations are based on experience from FY 01-02, during which caseload increased by an average of 1.6% per month. This growth rate is

reduced because caseload is now closer to a saturation point than in FY 01-02. Similarly, the forecasted FY 08-09 caseload growth of an average of 0.7% per month is based on experience from FY 02-03, during which the average growth moderated to 1.2% per month. The
FY 07-08 monthly variations are retained in the FY 08-09 forecast.
2 Caseload beyond the FY 03-04 level of 41,786 is financed by the Health Care Expansion Fund.
° The expansion children caseload forecasts for both FY 07-08 and FYY 08-09 mirror those for traditional children. Thus, the expansion children's caseload is forecasted to increase by an average of 1.1% per month in FY 07-08 and 0.7% per month in FY 08-09, with the
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Exhibit C.7 - Prenatal Caseload History and Projections

Historical Monthly Caseload

Projections

FY 05-06 FY 06-07 FY 07-08 FY 08-09
FY 02-03 | FY 03-04 [ FY 04-05 Total Total Total Total

Traditional | Expansion | Prenatal | Traditional | Expansion | Prenatal | Traditional | Expansion | Prenatal | Traditional | Expansion | Prenatal
July 347 0 835 24 859 933 165 1,098 1,051 202 1,253 1,184 252 1,436
August 284 157 818 34 852 952 186 1,138 1,072 210 1,282 1,208 262 1,470
September 212 221 848 46 894 931 211 1,142 1,048 201 1,249 1,181 251 1,432
October 183 148 254 857 58 915 945 246 1,191 1,064 207 1,271 1,199 258 1,457
November 374 105 337 863 65 928 959 247 1,206 1,080 213 1,293 1,217 265 1,482
December 485 69 430 880 74 954 945 239 1,184 1,064 207 1,271 1,199 258 1,457
January 552 34 516 939 100 1,039 935 232 1,167 1,053 203 1,256 1,186 253 1,439
February 597 12 606 927 104 1,031 956 226 1,182 1,077 212 1,289 1,213 264 1,477
March 637 0 729 898 108 1,006 981 203 1,184 1,105 222 1,327 1,245 277 1,522
April 705 0 791 885 126 1,011 946 208 1,154 1,066 207 1,273 1,201 259 1,460
May 531 0 816 874 133 1,007 980 198 1,178 1,104 221 1,325 1,244 276 1,520
June 405 0 809 903 157 1,060 1,017 190 1,207 1,146 237 1,383 1,291 295 1,586
Average Monthly Caseload 497 101 472 877 86 963 957 213 1,170 1,078 212 1,290 1,214 264 1,478
Annual Growth -79.7%|  367.3% 85.8% - 104.0% 9.1% 147.7% 21.5% 12.6% -0.5%  10.3% 12.6% 24.5% 14.6%
Adjustments * 0 7 7 0 19 19
Final Caseload with
Adjustments 497 101 472 963 1,170 1,078 219 1,297 1,214 283 1,497
Annual Growth -l -79.7%]  367.3% 104.0% 21.5% 12.6% 2.8%  10.9% 12.6% 29.2% 15.4%

* Adjustment for SB 07-097. See narrative for details.
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Exhibit C.7 - Prenatal Caseload History and Projections

FY 07-08 Projection

FY 07-08 Total

Prior Month Traditional| Traditional Base|  Traditional | Traditional Prenatal| Cumulative Traditional [Prior Month Expansion, Expansion Base | Expansion Monthly Expansion Population | Prenatal Caseload

Caseload Growth * Monthly Change Projection Caseload 2 Caseload Growth ® Change Projection (Pre-adjustments)

July 1,017 3.3% 34 1,051 1,051 190 6.2% 12 202 1,253
August 1,051 2.0% 21 1,072 2,123 202 3.8% 8 210 1,282
September 1,072 -2.2% (24) 1,048 3,171 210 -4.1% ) 201 1,249
October 1,048 1.5% 16 1,064 4,235 201 2.8% 6 207 1,271
November 1,064 1.5% 16 1,080 5,315 207 2.8% 6 213 1,293
December 1,080 -1.5% (16) 1,064 6,379 213 -2.7% (6) 207 1,271
January 1,064 -1.1% (11) 1,053 7,432 207 -2.0% 4) 203 1,256
February 1,053 2.3% 24 1,077 8,509 203 4.2% 9 212 1,289
March 1,077 2.6% 28 1,105 9,614 212 4.9% 10 222 1,327
April 1,105 -3.6% (39) 1,066 10,680 222 -6.7% (15) 207 1,273
May 1,066 3.6% 38 1,104 11,784 207 6.7% 14 221 1,325
June 1,104 3.8% 42 1,146 12,930 221 7.1% 16 237 1,383
Average Monthly Caseload 1.0% 11 1,078 1.9% 4 212 1,290
Annual Growth 12.6% -0.5% 10.3%

FY 08-09 Projection
FY 08-09 Total

Prior Month Traditional| Traditional Base|  Traditional | Traditional Prenatal| Cumulative Traditional [Prior Month Expansion, Expansion Base | Expansion Monthly Expansion Population | Prenatal Caseload

Caseload Growth * Monthly Change Projection Caseload 2 Caseload Growth ® Change Projection (Pre-adjustments)

July 1,146 3.3% 38 1,184 1,184 237 6.2% 15 252 1,436
August 1,184 2.0% 24 1,208 2,392 252 3.8% 10 262 1,470
September 1,208 -2.2% 27) 1,181 3,573 262 -4.1% (11) 251 1,432
October 1,181 1.5% 18 1,199 4,772 251 2.8% 7 258 1,457
November 1,199 1.5% 18 1,217 5,989 258 2.8% 7 265 1,482
December 1,217 -1.5% (18) 1,199 7,188 265 -2.7% ) 258 1,457
January 1,199 -1.1% (13) 1,186 8,374 258 -2.0% (5) 253 1,439
February 1,186 2.3% 27 1,213 9,587 253 4.2% 11 264 1,477
March 1,213 2.6% 32 1,245 10,832 264 4.9% 13 277 1,522
April 1,245 -3.6% (44) 1,201 12,033 277 -6.7% (18) 259 1,460
May 1,201 3.6% 43 1,244 13,277 259 6.7% 17 276 1,520
June 1,244 3.8% 47 1,291 14,568 276 7.1% 19 295 1,586
Average Monthly Caseload 1.0% 12 1,214 1.9% 5 264 1,478
Annual Growth 12.6% 24.5% 14.6%

! The FY 07-08 traditional prenatal forecast is based on growth experienced in FY 06-07, during which caseload increased by an average of 1.0% per month. Similarly, the monthly variations in the growth rate is similar to that experienced during FY 06-
07. The FY 08-09 traditional children's forecast assumes that monthly growth will stay constant from that in FY 07-08, and that the monthly variation in FY 08-09 growth rates mirrors that in FY 07-08.

2 Caseload beyond the FY 03-04 level of 101, or 1,211 member months, is financed by the Health Care Expansion Fund.

® The FY 07-08 expansion prenatal caseload forecast is based on growth experienced in FY 06-07, during which caseload increased by an average of 2.1% per month. The monthly variation in the growth rate mirrors that in the traditional prenatal
population. The FY 08-09 expansion children's forecast assumes that monthly growth will stay constant from that in FY 07-08, and that the monthly variation in FY 08-09 growth rates mirrors that in FY 07-08.
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Exhibit C.8 - Children's Basic Health Plan Internal Administration

Internal Administration Appropriation and Request

FY 07-08 Year-to-date

FY 08-09 Base

- Source

Cash Funds Exempt From Children’s Basic Health Plan Trust Fund Appropriation Request
Personal Services $212,646 $212,646
Health, Life, and Dental $12,383 $12,383
Short-term Disability _ $267 $267 £ 07-087: Letternotes to HB 06-
Salary Survey and Senior Executive Survey $8,621 $8,621 1385 (Long Bill) Plus Special
Performance-based Pay $3,553 $3,553 Bills
SB 04-257 Amortization Equalization Disbursement $2,467 $2,467
SB 06-235 Supplemental Amortization Equalization Disbursement $514 $514
Operating Expenses $701 $701
Legal Services and Third Party Recovery Legal Services $6,319 $6,319
Medicaid Management Information System Contract (FY 05-06 Long Bill SB 05-209) $350,087 $286,892
School District Eligibility Determinations $18,098 $18,098 .
Payment Error Rate Measurement Project $77,240 $77,240 FY 08-09: Base Request
Colorado Benefits Management System $476,771 $476,771
Colorado Benefits Management System - SAS 70 Audit $2,260 $2,260
Total from the Children's Basic Health Plan Trust Fund $1,171,927 $1,108,732
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Exhibit C.9 - Children’s Basic Health Plan Trust Fund Interest Earnings

Estimation of Interest Earnings to the Trust Fund

FY 04-05

Interest Earned in FY 04-05 $587,893
Beginning Balance, Non-Interest Deposits, Appropriations to the Trust $29,438,421
Ratio of Interest Earned 2.00%
FY 05-06

Interest Earned in FY 05-06 $752,518
Beginning Balance, Non-Interest Deposits, Appropriations to the Trust $33,044,525
Ratio of Interest Earned 2.28%
FY 06-07

Interest Earned $367,880
Beginning Balance, Non-Interest Deposits, Appropriations to the Trust $35,102,055
Ratio of Interest Earned 1.05%
FY 07-08

Beginning Balance, Non-Interest Deposits, Appropriations to the Trust $29,666,385
Estimated Ratio of Interest Earned 1.78%
Multiplied by Ratio of Interest Earned to Those Revenues Equals Interest Earnings $528,062
FY 08-09

Beginning Balance, Non-Interest Deposits, Appropriations to the Trust $26,070,281
Estimated Ratio of Interest Earned 1.78%
Multiplied by Ratio of Interest Earned to Those Revenues Equals Interest Earnings $464,051




Exhibit C.10 - SCHIP Federal Allotment Forecast

SCHIP Federal Allotment Forecast for Colorado as of November 1, 2007

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 | FY 11-12
Children's Medical Premiums

Children’s Caseload 41,945 47,047 56,323 62,481 65,899 67,701 69,553
Caseload Growth Rate 17.2% 12.2% 19.7% 10.9% 5.5% 2.7% 2.7%
Children’s Per Capita $1,352.09 $1,385.96 $1,581.01 $1,611.05 $1,641.66 $1,672.85 $1,704.64
Per Capita Growth Rate 11.7% 2.5% 14.1% 1.9% 1.9% 1.9% 1.9%
Children’s Premiums Total Funds $56,713,415 $65,205,260 $89,047,227 $100,660,015 $108,183,752 $113,253,618 $118,562,826
Less Annual Enrollment Fees (No Federal Match) $191,726 | $232,136 | $277,672 | $308,656 | $325,541 | $334,443 $343,592
Children's Dental Premiums

Children's Caseload 41,945 47,047 56,323 62,481 65,899 67,701 69,553
Dental Per Capita $136.07 $146.42 $152.36 $161.38 $170.93 $181.05 $191.77
Per Capita Growth Rate 4.6% 7.6% 4.1% 5.9% 5.9% 5.9% 5.9%
Children’s Dental Total Funds $5,707,456 $6,888,622 $8,581,372 $10,083,184 $11,264,116 $12,257,266 $13,338,179
Prenatal And Delivery Costs

Prenatal Caseload 963 1,170 1,297 1,497 1,612 1,736 1,870
Caseload Growth Rate 104.0% 21.5% 10.9% 15.4% 7.0% 7.7% 7.0%
Prenatal Per Capita $12,058.43 $14,438.28 $11,933.24 $12,723.22 $13,565.50 $14,463.54 $15,421.03
Per Capita Growth Rate -14.9% 19.7% -17.3% 6.6% 6.6% 6.6% 6.6%
Subtotal Prenatal and Delivery Costs $11,612,268 $16,892,788 $15,477,412 $19,046,660 $21,867,586 $25,108,705 $28,837,326
Subtotal Medical Expenses $74,224,865 | $89,218,806 | $113,383,683 | $130,098,515 | $141,640,995 | $150,954,032 | $161,081,923
Administration

Annual Admin increase 2.60% 2.60% 2.60% 2.60%
Admin (Estimate) $4,567,827 $6,151,625 $6,713,517 $6,645,322 $6,817,967 $6,995,098 $7,176,831
Total Funds $78,792,692 $95,370,431 $120,097,200 $136,743,837 $148,458,962 $157,949,130 $168,258,754
Federal Funds at 65% $51,215,250 $61,990,780 $78,063,180 $88,883,494 $96,498,325 $102,666,935 $109,368,190
Federal Fiscal Year (Oct - Sep) FFY 2006 FFY 2007 FFY 2008 FFY 2009 FFY 2010 FFY 2011 FFY 2012

Total Funds $82,937,127 $101,552,123 $124,258,859 $139,672,618 $150,831,504 $157,949,130 $168,258,754
Federal Funds Needed $53,909,133 $66,008,880 $80,768,259 $90,787,202 $98,040,478 $102,666,935 $109,368,190
Federal Allotment $57,951,287 $71,544,798 $71,544,798 $71,544,798 $71,544,798 $71,544,798 $71,544,798
Redistributions ($5,707,946) $0 $0 $0 $0 $0 $0
Available from Prior Years $102,056,558 $100,390,766 $105,926,684 $96,703,223 $77,460,819 $50,965,139 $19,843,002
Total Federal Funds Available $154,299,899 $171,935,564 $177,471,482 $168,248,021 $149,005,617 $122,509,937 $91,387,800
Unspent / (Amount needed) $100,390,766 $105,926,684 $96,703,223 $77,460,819 $50,965,139 $19,843,002 ($17,980,390)

Notes

estimate FY 09-10 through FY 11-12

estimate FY 09-10 through FY 11-12.

1. Caseload and rates for FY 07-08 and FY 08-09 are from Exhibits C.2 and C.3.
2. Caseload growth for both the children and prenatal populations assume the growth rate will decrease by 50% from the FY 08-09 rate for FY 09-10, by a further 50% in FY 10-11, and remain constant in FY 11-12.
3. The inflation rate used for medical premiums is the average Consumer Price Index for medical costs between 1997 and 2006 for Denver-Boulder-Greeley. The FY 08-09 per capita projection is increased by this percent to

4. The inflation rate used for administrative expenses is the average Consumer Price Index for all items between 1996 and 2007 for Denver-Boulder-Greeley. The FY 08-09 administration estimate is increased by this percent to

5. The administration estimate for FY 05-06 and FY 06-07 includes the Administration line item and the allocation of other Internal Administration expenses. FY 07-08 and FY 08-09 estimates are taken from Exhibits C.4 and C.8.

6. Federal Fiscal Years are estimated using 75% of one State Fiscal Year and 25% of the next.
7. The negative distribution in FFY 2006 is per the National Institutes of Health Reform Act of 2006, and reflects an early partial redistribution of FFY 2005 federal funds.
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Exhibit C.11 - Children's Basic Health Plan Caseload Graphs
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Children's Basic Health Plan Caseload Graphs
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Children's Basic Health Plan Caseload Graphs
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Children's Basic Health Plan Caseload Graphs
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Children's Basic Health Plan Caseload Graphs

Expansion Prenatal (186-200% of the Federal Poverty Level)
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Children's Basic Health Plan Caseload Graphs
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Exhibit C.12 - Children's Basic Health Plan Caseload Restatement Comparison

Traditional Children | Traditional Children | Traditional Children || Expansion Children | Expansion Children | Expansion Children || Total Children Total Children Total Children
Capitations Restated Revision Capitations Restated Revision Capitations Restated Revision

FY 98-99 12,825 12,825 0 0 0 0 12,825 12,825 0
% Change from FY 97-98 - - E 0.0% 0.0% | - - -
FY 99-00 22,935 22,935 0 0 0 0 22,935 22,935 0
% Change from FY 98-99 78.8% 78.8% 0.0% 0.0% 0.0% 0.0% 78.8% 78.8% 0.0%
FY 00-01 29,305 28,321 (984) 0 0 0 29,305 28,321 (984)
% Change from FY 99-00 27.8% 23.5% -3.4%) 0.0% 0.0% 0.0% 27.8% 23.5% -3.4%
FY 01-02 39,843 37,042 (2,801) 0 0 0 39,843 37,042 (2,801)
% Change from FY 00-01 36.0% 30.8% -7.0%) 0.0% 0.0% 0.0% 36.0% 30.8% -7.0%
FY 02-03 49,216 44,600 (4,616) 0 0 0 49,216 44,600 (4,616)
% Change from FY 01-02 23.5% 20.4% -9.4%) 0.0% 0.0% 0.0% 23.5% 20.4% -9.4%
FY 03-04 46,694 41,786 (4,908) 0 0 0 46,694 41,786 (4,908)
% Change from FY 02-03 -5.1% -6.3% -10.5%) 0.0% 0.0% 0.0% -5.1% -6.3% -10.5%
FY 04-05 40,005 35,800 (4,205) 0 0 0 40,005 35,800 (4,205)
% Change from FY 03-04 -14.3% -14.3% -10.5%) 0.0% 0.0% 0.0% -14.3% -14.3% -10.5%
FY 05-06 45,364 40,596 (4,768) 1,508 1,349 (159) 46,872 41,945 (4,927)
% Change from FY 04-05 13.4% 13.4% -10.5%) - - -10.5%" 17.2% 17.2% -10.5%
FY 06-07 48,903 44,060 (4,843) 3,333 2,987 (346)| 52,236 47,047 (5,189)
% Change from FY 05-06 7.8% 8.5% -9.9%) 121.0% 121.4% -10.4%" 11.4% 12.2% -9.9%

Traditional Prenatal | Traditional Prenatal | Traditional Prenatal || Expansion Prenatal Expansion Prenatal Expansion Prenatal || Total Prenatal Total Prenatal Total Prenatal

Capitations Restated Revision Capitations Restated Revision Capitations Restated Revision

FY 02-03 531 497 (39) 0 0 0 531 497 (34)
% Change from FY 01-02 - - -6.4%]| 0.0% 0.0% 0.0% - - -6.4%
FY 03-04 119 101 [&5))| 0 0 0 119 101 (18)
% Change from FY 02-03 -77.6% -79.7% -15.1%|| 0.0% 0.0% 0.0% -77.6% -79.7% -15.1%
FY 04-05 557 472 (85)f] 0 0 0 557 472 (85)
% Change from FY 03-04 368.0% 367.3% -15.3%" 0.0% 0.0% 0.0% 368.1% 367.3% -15.3%
FY 05-06 1,035 877 (158)|f 101 86 (15) 1,136 963 (173)
% Change from FY 04-05 85.8% 85.8% -15.3%)| - - -14.9%)| 103.9% 104.0% -15.2%
FY 06-07 1,096 957 (139)|f 245 213 (32) 1,341 1,170 (171)
% Change from FY 05-06 5.9% 9.1% -12.7%)| 142.6% 147.7% -13.1%)| 18.0% 21.5% -12.8%
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Exhibit C.12 - Children’s Basic Health Plan Caseload Restatement Comparison

Traditional | Traditional | Traditional Traditional Expansion | Expansion | Expansion Expansion
Children Children Children | Children Percent|[ Children Children Children | Children Percent || Total Children| Total Children Total Children| Total Children

Capitations Restated Revision Revision Capitations | Restated Revision Revision Capitations Restated Revision  Percent Revision
July-06 48,452 43,360 (5,092) -10.5% 2,613 2,338 (275) -10.5% 51,065 45,698 (5,367) -10.5%
August-06( 47,038 42,094 (4,944) -10.5% 2,768 2,477 (291) -10.5%! 49,806 44,571 (5,235) -10.5%
September-06 46,017 41,181 (4,836) -10.5% 2,923 2,616 (307) -10.5% 48,940 43,797 (5,143) -10.5%
October-06 46,025 41,188 (4,837) -10.5% 3,270 2,926 (344) -10.5%! 49,295 44,114 (5,181) -10.5%
November-06| 47,100 42,150 (4,950) -10.5% 3,407 3,049 (358) -10.5% 50,507 45,199 (5,308) -10.5%
December-06 47,226 42,263 (4,963) -10.5% 3,510 3,141 (369) -10.5%! 50,736 45,404 (5,332) -10.5%
January-07 48,280 43,297 (4,983) -10.3% 3,575 3,207 (368) -10.3% 51,855 46,504 (5,351) -10.3%
February-07 49,331 44,640 (4,691) -9.5% 3,570 3,235 (335) -9.4% 52,901 47,875 (5,026) -9.5%
March-07 50,813 45,983 (4,830) -9.5% 3,542 3,204 (338) -9.5% 54,355 49,187 (5,168) -9.5%
April-07 51,039 46,236 (4,803) -9.4% 3,479 3,179 (300) -8.6% 54,518 49,415 (5,103) -9.4%
May-07 52,114 47,611 (4,503) -8.6% 3,488 3,244 (244) -7.0% 55,602 50,855 (4,747) -8.5%
June-07 53,395 48,713 (4,682) -8.8% 3,417 3,226 (191) -5.6% 56,812 51,939 (4,873) -8.6%

* Reported capitations from the July 16, 2007 Joint Budget Committee Footnote 20 Report.
** The restated children's caseload includes the CHP+ at Work program beginning in January 2007. The percentage used to restate caseload was calculated prior to this adjustment.

Traditional | Traditional | Traditional Traditional Expansion | Expansion | Expansion Expansion
Prenatal Prenatal Prenatal Prenatal Percent Prenatal Prenatal Prenatal Prenatal Percent [[ Total Prenatal | Total Prenatal | Total Prenatal = Total Prenatal

Capitations Restated Revision Revision Capitations | Restated Revision Revision Capitations Restated Revision Percent Revision
July-06 1,100 933 (167) -15.2% 195 165 (30) -15.4% 1,295 1,098 (197) -15.2%
August-06|| 1,123 952 (171) -15.2% 219 186 (33) -15.1% 1,342 1,138 (204) -15.2%
September-06 1,098 931 (167) -15.2% 249 211 (38) -15.3% 1,347 1,142 (205) -15.2%
October-06 1,114 945 (169) -15.2% 290 246 (44) -15.2% 1,404 1,191 (213) -15.2%
November-06| 1,131 959 (172) -15.2% 291 247 (44) -15.1% 1,422 1,206 (216) -15.2%
December-06 1,114 945 (169) -15.2% 282 239 (43) -15.3%! 1,396 1,184 (212) -15.2%
January-07 1,102 935 (167) -15.2% 274 232 (42) -15.3% 1,376 1,167 (209) -15.2%
February-07 1,061 956 (105) -9.9% 252 226 (26) -10.3%! 1,313 1,182 (131) -10.0%
March-07 1,114 981 (133) -11.9% 237 203 (34) -14.4% 1,351 1,184 (167) -12.4%
April-07 1,052 946 (106) -10.1% 237 208 (29) -12.2% 1,289 1,154 (135) -10.5%
May-07 1,041 980 (61) -5.9% 223 198 (25) -11.2% 1,264 1,178 (86) -6.8%
June-07 1,021 1,017 (4 -0.4% 208 190 (18) -8.7% 1,229 1,207 (22) -1.8%
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COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FINANCING; FY 08-09 BUDGET REQUEST
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Request Title:

Decision ltem FY 0809
Additional Children's Basic Health Plan Cutreach

Change Request for FY 08-09 Budget Request Cycle

Base Reduction Item FY 0809

Schedule 13
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Budget Request Amendment FY 0809
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CHANGE REQUEST for FY 08-09 BUDGET REQUEST CYCLE

Department:

Health Care Policy and Financing

Priority Number:

DI-3A

Change Request Title:

Additional Children's Basgalkh Plan Outreach

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

[ ]Base Reduction Item FY 08-09
[ |Supplemental Request FY 07-08

SELECT ONE (click on box):

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

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

Short Summary of Reguest

Background and Appropriation History

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

This request is for an increase of $1,400,000the Children's Basic Health Plan
Administration appropriation to expand outreaclorff to find and enroll existing eligible
but uninsured clients. The expanded outreachtsffime expected to increase caseload in
both the Children's Basic Health Plan and Medicagl children in the Children's Basic
Health Plan must first be found ineligible for Meaid. This request also includes the
physical health, mental health, and dental costecated with the anticipated caseload
increases in the Children's Basic Health Plan aeditid.

Federal regulations allow for federal financialtmapation for administration costs in the
Children's Basic Health Plan up to 10% of totaltsosThe Children's Basic Health Plan
Administration line item funds private contracts &mministrative services associated with
the operation of the Children’s Basic Health PlaMost administrative services are
contracted out to a primary private vendor who mes enrollment and customer
services to members of the Children’s Basic He&thn. Auxiliary administrative
functions are contracted out separately to vanamlors for professional services such
as actuarial analysis, claims audit, marketing @mdeach, and quality assurance.
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General Description of Request

Under federal law, children eligible for Medicaidaynnot enroll in the Children’s Basic
Health Plan, yet many of the children who applytfee Children’s Basic Health Plan are
determined to be Medicaid eligible. Thus, soméhefcosts of eligibility processing and
enrollment functions, as well as marketing and eatth efforts, provided by the Children’s
Basic Health Plan’s primary administrative serviagesitractors are attributable to the
Medicaid Program. Based on a study that identifredportion of workload generated by
Medicaid, the Department and the Centers for Medi@nd Medicaid Services have
agreed upon a cost allocation methodology for ahgrgosts to the correct program.
The Children's Basic Health Plan Administratioreliiem does not receive the full
Children's Basic Health Plan enhanced federal raédissistance percent of 65%, but
rather a blend with the Medicaid federal match 0965 In particular, marketing and
outreach in the Children's Basic Health Plan Adstiation line item receives the
Children's Basic Health Plan enhanced match fo3%70f expenditures and the Medicaid
federal match on the remaining 22.7%.

HB 05-1262 (Tobacco Tax bill) provides funding foost effective marketing of the
Children’s Basic Health Plan. A contract in theoammt of $1,300,000 with Maximus was
executed in January 2006, and marketing startedmwm 1, 2006. A new marketing
campaign for the Children's Basic Health Plan progbegan on January 29, 2007. This
television and radio campaign was launched statewaohd targeted low-income and
Hispanic populations. The marketing campaign leenlsuccessful, and the Department
believes that it has had a positive effect on casklin both the children and prenatal
programs. In addition, because children applyimigthe Children's Basic Health Plan
must first be found ineligible for Medicaid, the @etment believes that marketing has
also had a positive effect on Medicaid caseloadoweéier, the Department does not
currently have the resources to directly measugeetfect marketing has had on caseload
in either program.

Recent research by the Department using CurreptlBtion Survey data indicates that
there are approximately 44,000 uninsured childret may be eligible for the Children's
Basic Health Plan under current income guidelire®] an estimated 65,000 uninsured
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children within the Medicaid income guidelines. dnder to pursue Governor Ritter's
‘Colorado Promise’, the Department is requestingding to expand outreach efforts to
help find and enroll children that may currentlyddgible. This funding may be used for
things such as (but not limited to):

Increasing the availability of applications (i.i. hospitals, pharmacies, and clinics);

« Sending direct mailings to families with childrdrat qualify for free or reduced price
lunches in their schools;

« Expanding community and local outreach throughdwe State by increasing the
number of Regional Outreach Coordinators, and,;

« Coordinating and promoting community enrolimentregevhere families can receive

application assistance.

The Department’s current marketing budget of $1,300 has been largely utilized for
purchasing radio and television advertising. Hosvewjiven the large number of
uninsured children that appear to be within curnecdme guidelines for Medicaid and the
Children's Basic Health Plan, the Department be$ethat strong outreach is needed to
reduce the gap. The Department is requesting enease of $1,400,000 to expand
outreach efforts. This would approximately douible current funding for marketing and
outreach of the Children's Basic Health Plan, wathlarge portion to be used to
concentrate on outreach through active face-to-fecmmunity involvement. The
Department believes that by targeting additionalreach rather than marketing, the
impact of the requested funding will be maximizgdshpplementing the current campaign
with alternative activities.

Of the proposed $1,400,000 total funds increas87 $50 is Cash Funds Exempt. The
Department is currently utilizing $518,545 of th&4$,000 from the Health Care

Expansion Fund that was provided in HB 05-1262 @oob Tax bill). This request

includes maximizing the available funding from thealth Care Expansion Fund, with the
remaining funding to come from the Children's Bdse@alth Plan Trust Fund. As shown
in Decision Item #3, “Children's Basic HealthriPMedical Premium and Dental Benefit
Costs”, the Department will fully utilize funds the Children's Basic Health Plan Trust

Page G-5



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIRMNS; FY 08-09 BUDGET REQUEST

Fund for costs associated with base projectiontserdfore, the Department is requesting
a General Fund appropriation in the amount of gmeaining Cash Funds Exempt needed
for the outreach increase.

Caseload Impacts

As outlined in the Department’s Decision Item #8% thildren’s caseload in the Children's
Basic Health Plan is forecasted to increase by®i&tween FY 06-07 and FY 07-08. In
FY 06-07, there were many factors effecting casklaacluding the removal of the
Medicaid asset test, the Deficit Reduction Act 002, and marketing. In FY 07-08, the
impacts of Medicaid asset test removal and thecibdReduction Act will have been
incorporated in the caseload, and all caseloa@ases should be due to current marketing
efforts. As discussed in Decision Item #3, thea# of the Deficit Reduction Act were
not present in the first three months of FY 06-&7d caseload declined by approximately
4,300 between June and October 2006 due to thecklddasset test removal. If
marketing had been the prime factor contributingdeeload growth in FY 06-07, as was
seen during the second half of the fiscal yearatlezage caseload would have been higher
in FY 06-07. This would have decreased the pregctseload increase between FY 06-
07 and FY 07-08. The Department estimates that, mharketing been the only factor
effecting caseload in FY 06-07, the caseload graw#y 07-08 would be approximately
8,000. The Department believes that with the newreach efforts, the FY 08-09
caseload impact would be approximately equal to dieacribed for FY 07-08. Although
the impact of marketing can be expected to decreasenore people have seen and
responded to the advertising, the Department ledi¢lvat such caseload impacts can be
maintained because the outreach efforts will tryg¢ach families through different and
complimentary avenues.

All children applying for the Children's Basic HgmPlan must first be found ineligible for
Medicaid. Because of this, it is reasonable toeekghat Children's Basic Health Plan
outreach would find some children that end up b&ieglicaid eligible. Because Medicaid
serves families with much lower incomes than theld@n's Basic Health Plan and
Medicaid eligible children are often less healthgrt Children's Basic Health Plan eligible
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children, the Department believes that Medicaiddofin have a greater incentive to apply
for benefits. This would tend to decrease the rarmdf children in Medicaid income
ranges that have not already applied for benefits that would respond positively to
outreach efforts. Due to this and the fact tha dutreach efforts will target the
Children's Basic Health Plan, the Department grdteis that the Medicaid caseload
impact will be less than that in the Children's iBadealth Plan.
estimates that the caseload increase in Medicdidbevhalf of that in the Children's Basic

Health Plan, or 4,000 children in FY 08-09.

The Department

As previously discussed, the Department has no teagirectly measure the effect
marketing has had on caseload in either prograrhesd estimates are based on the
available information and caseload data, and theaBment does not know at this time
the actual expected impacts from additional outreathe Department will be able to
refine estimates once the outreach plan is seltlifvith a selected contractor.

Consequences if Not Funded: Without approval of this request, the Departmeati not be able to expand Children's
Basic Health Plan outreach efforts. The Departmenild continue to utilize the current
funding to maintain marketing efforts, includingetgsion and radio advertising. The
Department believes that without expanding outregaclktomplement these efforts, the
return on these dollars in terms of new childrenolled will begin to decline.
expected that marketing efforts alone will begirbezome less effective, as more families
are exposed to the campaigns and either apply torelcdecide not to. Without the
requested outreach funding, the Department beligatst would be more difficult to find
and enroll children that are currently eligible @ther the Children's Basic Health Plan or
Medicaid. The Department does not believe thatoitild be able to enroll the additional
12,000 uninsured children that may be found throadtitional outreach, as estimated

above.

Calculations for Request:
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Table 1: Summary of Request FY 08-09 for Medicaid i®grams

nds

Medicaid Programs Total Funds General Fund Federal Funds
Medical Services Premiums $7,063,080 $3,531,540 $3,531,540
Medicaid Mental Health Community Programs $735,240 $367,620 $367,620
Total $7,798,320 $3,899,160 $3,899,160
Table 2: Summary of Request FY 08-09 for Children'8asic Health Plan

Children's Basic Health Plan Total Funds| General FundCash Funds Cash Funds Exempt Federal Fur
Children's Basic Health Plan Trust Fund $555,/35 $516,215 $39,520 $0 $0

Children's Basic Health Plan Administration $1,4000 $0 $0 $537,670 $862,330
Children's Basic Health Plan Premiums $12’888’éo $0 $0 $4,536,628  $8,351,772
Children's Basic Health Plan Dental Benefit Costs 1,2$1,040 $0 $0 $451,864 $839,176
Total $16’135’£ $516,215 $39,520 $5,526,162 $10,053,278

Table 3: Calculation of Cash Funds Exempt Splits fiothe Children's Basic Health Plan FY 08-09 Request

Children's Basic Health Plan Cash Funds Total Cash| Children's Basic, Health C_are Supplemgnta_l Colo_rad(_)
Exempt Fund Splits Funds Health Plan Expansion | Tobacco Litigation| Immunization
Exempt Trust Fund Fund Settlement Account Fund

Children's Basic Health Plan Administration $53D,67 $516,215 $21,455 $0 $0
Children's Basic Health Plan Premiums $4,536,628 $39,520] $4,369,176 $62,605 $65,327
Children's Basic Health Plan Dental Benefit $454,86 $0 $451,864 $0 $0
Total $5,526,162 $555,735  $4,842,495 $62,605 $65,327
Notes:

1) Per the State's Cost Allocation methodology3% of the outreach budget is funded through théd@dn's Basic Health Plan and the remaining 225%
funded through Medicaid. See Section G, Exhilitd*l-3, Exhibit C.4, Page C-4.3.
2) The Department is requesting to maximize theD¥HD0 available from the Health Care Expansion Fondost-effective marketing, per 24-22-117 (2) (3
(I (G), C.R.S. (2007). The remaining Cash Fukdsmpt is to come from the Children's Basic HeRlign Trust Fund.
3) Projected annual enrollment fees in the Childr&asic Health Plan are $4.94 in FY 08-09, andchateeligible for federal match. This amount i®wh as
Cash Funds revenue to the Trust Fund and Cash HExmispt expenditures in the Children's Basic HeBlin Premium Costs. See Section G, Exhibits f

1554
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DI-3, Exhibit C.3, Page C-3.1.

4) Because enrollment in the Children's Basic HeBlan is forecasted to exceed the FY 03-04 enesltrm FY 08-09 and FY 09-10, these clients arelésh
through the Health Care Expansion Fund. In additior the medical per capita for all children iretPlan, the Supplemental Tobacco Litigation Actain
the Trust Fund is the source of 1.38% and the @dlmtmmunization Fund is the source of 1.44%. Ssdion G, Exhibits for DI-3, Exhibit C.3, Page &3

Table 4: Calculation of FY 08-09 Expenditure

Medicaid Children's Basic Health Plan

1 | Estimated Caseload Impact 4,000 8,000| See narrative, pages G.6 to G|7.
2 | Medical Per Capita $1,765.77 $1,611.05 See source information below.

3 | Mental Health Per Capita $183. - See source information below.

4 | Dental Per Capita - $161.38| See source information below.

5 | Total Medical Cost $7,063,080 $12,888,400 Row 1 * Row 2.

6 | Total Mental Health Cost $735,24 - Row 1 * Row 3.

7 | Total Dental Cost - $1,291,040 Row 1 * Row 4.

Source Information

Children's Basic Health Plan Per Capita Section G, Exhibits for DI-3, Exhibit C.10, PagelC-1

Medical Services Premiums Per Capita

Section EibEgHor Medical Services Premiums, Exhibit C, Pd&fC-1

Medicaid Mental Health Community Programs Per Section F, Exhibits for Medicaid Mental Health Coomity Programs, Exhibit

Capita

DD, page DD.2

Assumptions for Calculations

All calculations, formulas, and source informatiare included in the table presented
above. For caseload impacts, the Department asstimé the proposed expansion in
Children's Basic Health Plan outreach will resnltapproximately 8,000 new Children's
Basic Health Plan clients. The Department furéesumes that one new Medicaid child
will be enrolled for every two new Children's Basiealth Plan children, or 4,000 new
Medicaid children. However, the Department does$ kimow at this time what the
caseload impacts will be, and these estimatesbwillefined once the outreach plans are
finalized.

Impact on Other Government Agencies: Not applicable.
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Cost Benefit Analysis

Cost Benefit

$1,400,000 total funds fgrThe Department would be able to expand outreadrtsffo complement the current Children's
expanded outreach effortsBasic Health Plan marketing campaign. The Departrastimates that it would be able to find
including $21,455 from the Healthand enroll 8,000 new Children's Basic Health Plildien and 4,000 new Medicaid children, thus
Care Expansion Fund andeducing the number of uninsured children in thetest
$516,215 General Fund.

Implementation Schedule

Task Month/Year
Internal Research/Planning Period May — June 2008
RFP Issued July 2008
Contract or MOU Awarded/Signed October 2008
Start-Up Date November 2008
Statutory and Federal Authority 24-22-117 (2) (a) (I), C.R.S. (2007) 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:(F) To pay for enrollment increases
above the average enrollment for state fiscal y2@03-04 in the Children’s Basic
Health Plan, Article 19 of Title 25.5, C.R.&) To provide up to five hundred forty
thousand dollars for cost-effective marketing ter@ase the enrollment of eligible
children and pregnant women in the children's basalth plan, article 8 of title 25.5,
C.R.S.

25.5-8-111 (1) (a), C.R.S. (2007he department may: () Pursuant to section 24-88-5
(2)(a), C.R.S., enter into personal services camgrafor the administration of the
children's basic health plan. Any contracts estli#id pursuant to this section shall
contain performance measures that shall be mordtbrsethe department.
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Performance Measures:

The Department believes that providing funding expand outreach efforts in the
Children's Basic Health Plan will increase the nemobf eligible children served in the
Children's Basic Health Plan and Medicaid. Thisuldoensure that these previously
uninsured children are receiving care, thus enguitiat they have overall better health
outcomes. As such, the Department believes thatréguest supports the following
Performance Measures:

« Increase the number of clients served through tadyentegrated care management
programs.

+ Increase the number of children served through dicdeed medical home service
delivery model.
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Change Request for FY 08-09 Budget Request Cycle

Schedule 13

. Dec|s|on|(em|zyog4)9 5

Base Rédlictlon ltem FY 0809

'R;ﬁﬁ;st Title:

Increase Funding for State Contribution Payment

Supplérhenytal FY U/JJSV_;.

'Budget Request Ame pdniem FY 0809

Request Affects Other Departments: B

Yes

¥  No

If Yes, List Other Departments Here: _

Department: ~Health Care Policy and Financing D‘F’t AE.E.."W‘“ by: _ Date: NUV mbe” 2997
Priority Number:  DH4 o ~ OsPBApproval: Date: 0/ i pll r/
1 2 3 4 5 8
. . Total Decision/ Jotal _Change
“prirYear | | Supplemental | Revised  Base Base November 1 | Budget | Revised _from Base
Actual Appropriation Request | Reques( ) Request Reductmn Request )} Amendment |  Request . (Column 5)
Fund | Froe07 | Fvoros | Fvor08 | Fvo708 | Fvos09 | FYos-09 | Fvos09 | Fro8.09 Fros.09 ) Fro09.10
Total of All Line ltems | Total| 72434301 | 69546453 0| easeas3| 76719821 | 286ag3 | 7957ass7| T 0| 79s7ass7|  28545%
FTE[ ool omo| ooo|  ooo| o000  aoo|  ooo|  oo0) T ono 0.00
GF| 72494301 | 69546453 0| 69546453 76719821 | 285463 | 79574457 0| 79574457 | 2854636
GFE 1] [ 1 I 0 0 0 0 0 o] 0
CF 0 0 0 ol o a 0 0 0 0
CFE/ UL Y RN | — 0 0 0l L 0 0. g 0
FF 0 0 0 0 0 1] 0 0 0 0
{5} Other Medical
Services e : AR B , S . S
Medicare Total| 72454301 | 69546453 0 69546453 76719821 | 2854636 | 79574457 0| 79574457 2854 636
Modernization Act of FTE| 000y 000} ~060| 000} 0.00 0.00 000 0.00 ooy o000
2003 State Contribution GF| 72494301 69546453] 0| 69546453| 76719821 2854636 | 79,574 457 0| 7957457 2854 636
Payment __GFE g L S ] S 0 0] .0 ot 0
.CF g 0 ol 1Y RS NS R ) | g o . 0
CFE g 0 al. al. . 0 0 Y D oy .8
FF 0 0 0 0 0 0 1] 0 0 0
Leﬂemote revised tenl )
Cash Fund name/number, Federal Fund Grant name: ) N . e
IT Request: ~ Yes ¥ No S -
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CHANGE REQUEST for FY 08-09 BUDGET REQUEST CYCLE

Department: Health Care Policy and Financing

Priority Number: DI-4

Change Request Title: Increase Funding for StatgrDation Payment
SELECT ONE (click on box): SELECT ONE (click on box):

X|Decision Item FY 08-09 Supplemental or Budget Request Amendment Criterion:
[ |Base Reduction Item FY 08-09 XINot a Supplemental or Budget Request Amendment
[ |Supplemental Request FY 07-08 []An emergency

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

Short Summary of Request This Request seeks an additional $2,854,636 @kRand in FY 08-09 for the (5) Other
Medical Services, Medicare Modernization Act of 30Btate Contribution Payment line
item and estimates a need of $9,133,831 in FY 09-IBe additional funds are needed
due to an increase in the projected caseload dfaligible individuals and a projected
increase in the per capita rate paid by the Spatefederal regulations.

Background and Appropriation History On January 1, 2006, the federal Centers for Meelicard Medicaid Services (CMS)
assumed responsibility for the Part D prescriptivng benefit replacing the Medicaid
prescription drug coverage for dual eligible clgentin lieu of the states’ obligation to
cover prescription drugs for this population, thexldral Centers for Medicare and
Medicaid Services began requiring states to pagrégm of what their anticipated dual
eligible drug cost would have been had this co#t sbt occurred. In January 2006,
states began to pay the Centers for Medicare ardickld Services these “clawback”
payments. The payments were calculated by takifg Bf the federal portion of each
state’s average per capita dual eligible drug liefiem calendar year 2003, inflated to
2006 using the average growth rate from the Natidealth Expenditure per capita drug
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General Description of Reguest

expenditures. This inflated per capita amount udtiplied by the number of dual eligible
clients including retroactive clients back to Jayu2006. As each calendar year passes,
the 90% factor is lowered by 1.67% each year, whiclknown as the phasedown
percentage, until it reaches 75%, where it will agnstarting in 2015. In addition, the
Centers for Medicare and Medicaid Services infedeh state’s per capita rates based on
either the National Health Expenditures’ growthactual growth in Part D expenditures.
In FY 05-06, the Department expended $31,461,626 fmonths of payments. In FY
06-07 the Department expended $72,494,301 foll gcat of payments.

The Department is appropriated $69,546,453 for F¥-08, which consists of
$76,719,821 from the Long BIll (SB 07-239) and duwtion of $7,173,368 from the
Department of Health Care Policy and Financing’sitCaccounting Bill (SB 07-133). SB
07-133 changed the accounting for the payment facomual to cash thus resulting in a
one-time savings by shifting the June 2008 paymehich is billed in July 2008, to FY
08-09. The Department’s continuation budget assurk& 08-09 funding of
$76,719,821.

The Department currently estimates that the FYO®8Clawback payment will equal

$79,574,457 which is $2,854,636 above the FY 0&@%inuation Base Budget. This
information is based on revised projections of jpee capita rate, dual eligible caseload,
and the level of anticipated retroactivity.

The Clawback payment is estimated to increase B, $25 in FY 08-09 due to changes
in the per capita rates alone. The Departmentpsagded by the Centers for Medicare
and Medicaid Service a per capita rate for Jantlagugh September 2008 of $120.03.
The Department assumes that the per capita rateremilain unchanged through the
remainder of 2008. The Centers for Medicare aretlivhid Services used a growth
factor of 1.69%, which was offset by a change @ phasedown percentage from 88.33%
to 86.67%, resulting in a net reduction of 0.23%n order to estimate the calendar year
2009 per capita and beyond, the Department usedrtheth factor from the National
Health Expenditure report for drug expenditures.he TDepartment notes that the
projection of per capita rates is based on the tromvthe National Health Expenditures
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Consequences if Not Funded:

drug expenditures; however, federal law stategtbeth factor for 2007 and succeeding
years will equal the annual percentage increaseavierage per capita aggregate
expenditures for covered Part D drugs in the Un@&ates for Part D eligible individuals
for the 12-month period ending in July of the poex year. Since actual expenditure data
is not available to the Department, the actualgagmita rate growth may differ from the
Department’s projection.

The Clawback payment is also estimated to increégs$2,583,011 in FY 08-09 due to
changes in the dual eligible caseload. The Depmanrtrastimates that the dual eligible
caseload for the June 2009 invoice will equal 50,46This estimate is based on the
historic growth rate and level of retroactivitygaseload. The dual eligible caseload is
comprised of a subset of the Medicaid eligibilintegories Adults 65 and Older (OAP-A),
Disabled Adults 60 to 64 (OAP-B), and Disabled Wmthials to 59 (AND/AB). In
addition, the caseload provided to the CentersMedicare and Medicaid Services is
obtained through the Medicaid Management InfornmaSgstem.

The Department’s FY 08-09 Budget Request foreddmtdViedicaid caseload to have a
small increase in FY 08-09 and FY 09-10. In additithe eligibility categories related to
dual eligible clients are projected to see increaseboth fiscal years. The overall
Medicaid caseload is projected to increase by 0.88%Y 08-09. The Department
assumes that during FY 08-09 and FY 09-10 the dligible clients will continue to
increase due to the retirement of the “baby boorhéfrbe Colorado Demographers
Offices projects that the annual growth in 2000tigh 2009 of the Colorado population
65 years or older will be 3.84% per year.

If the Department does not receive an additiopgr@priation and subsequently cannot
make the required payment, the Department is ktafihaving the amount due for the

“clawback” payment plus interest deducted from fhderal funds received for the

Medicaid program. Such a deduction could causé#artment to be under funded to
provide medical services in FY 08-09 and would ssettate a General Fund appropriation
to make up the difference.
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Calculations for Request:

Summary of Request FY 08-09 Total Funds General Fuh
Total Request $79,574,457 $79,574,457
Decision Item Request $2,854,636 $2,854,636
(5) Other Medical Services, Medicare Modernizatian of 2003 State $76,719,821 $76,719,821
Contribution Payment

Summary of Request FY 09-10 Total Funds General Fuh
Total Request $85,853,652 $85,853,652
Decision Item Request $9,133,831 $9,133,831
(5) Other Medical Services, Medicare Modernizatian of 2003 State $76,719,821 $76,719,821
Contribution Payment

Table 1: National Health Expenditures Projections R03-2010

Prescription Dru

Expenditures

Calendar Year: Per Capita (in dollars) Percent Change

2003 $600

2004 $645 7.50%
2005 $676 4.81%
2006 $714 5.62%
2007 $761 6.58%
2008 $814 6.96%
2009 $875 7.49%
2010 $943 7.77%
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Table 2: Phasedown Percentage from the Medicare Mednization Act of 2003

Phasedown Percent Per Calendar Year: Percentage
2006 90.00%
2007 88.33%
2008 86.67%
2009 85.00%
2010 83.33%
2011 81.67%
2012 80.00%
2013 78.33%
2014 76.67%
2015 and all future years 75.00%

Table 3: Estimates of Calendar Year 2008 and Calerad Year 2009 Per Capita Rate

Actual Calendar Year 2008 Per Capita $120.03
Calendar Year 2008 Phasedown Percent (from Table 2) 86.67%
Calendar Year 2008 Per Capita Rate before PhaseBerzent ($120.03 / 86.67%) $138.50
Prescription Drug Expenditure Growth Rate for CY02@from Table 1) 7.49%
Projected 2009 Rate before Phasedown Percent 1381 + 7.49%)) $148.87
Calendar Year 2009 Phasedown Percent (from Table 2) 85.00%
Projected Calendar Year 2009 Per Capita ($148.8785.00%) $126.54
Prescription Drug Expenditure Growth Rate for CYLQ@from Table 1) 71.77%
Projected 2010 Rate before Phasedown Percent @A8L + 7.77%)) $160.44
Calendar Year 2010 Phasedown Percent (from Table 2) 83.33%
Projected Calendar Year 2010 Per Capita ($160.4483.33%) $133.70
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Table 4: Estimated Decay Factors Related to Caseldd&etroactivity

Months Prior to the Current Caseload

Decay Rate

1st Month 1.68%
2nd month 66.95%
3rd month 69.42%
4th month 77.78%
5th month 83.27%
6th Month 89.79%
7" - 12" Month 91.04%
Greater than 1 year 79.71%
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Table 5: Invoices to be Paid in FY 08-09

Dual Eligible

Attributed to

Each Month Jun-08 Jul-08 Aug-08 Sep-08 Oct-08 N8 Dec-08 Jan-09 Feb-09 Mar-09 Apr-09 May-09

Jan — Dec 2006

duals 166 131 104 83 67 5p 46 39 4 B0 D7 25

Jan — Dec 2007

duals 1,589 1,413 1,237 1,078 944 782 651 431 133 345 275 219

Jan — May 2008

duals 2,318 1,721 1,364 1,17p 1,043 97 g63 186 720 642 60 |5 477
Jun 2008 duals 49,434 831 558 388 30B 2582 2P6 207 189 172 157 143
Jul 2008 duals 49,527 833] 55 389 308 252 2p7 208 189 172 157
Aug 2008 duals 49,620 834 56( 38p 303 2%3 2p8 208 189 172
Sep 2008 duals 49,714 836 561 39p 304 254 2p8 408 189
Oct 2008 duals 49,807 834 562 391 305 254 229 208
Nov 2008 duals 49,901 834 568 392 305 2b5 229
Dec 2008 duals 49,995 841 564 392 306 255
Jan 2009 duals 50,089 842 56b 393 306
Feb 2009 duals 50,18 844 56(6 394
Mar 2009 duals 50,274 84p 57
Apr 2009 duals 50,372 84(7
May 2009 duals 50,467
Total Duals from

invoice 53,507 53,624 53,721 53,831 53,9R9 54,027 54]127 ,23%4 54,352 54,451 54,594 54,6565
CY 2006 Rate $114.71 $114.71 $114.71 $114.71 $114.71 $114.71 $114.71 $114.71 $114.71 $114.71 $114.71 $114.71
CY 2007 Rate $120.30 $120.30 $120.30 $120.30 $120.30 $120.30 $120.30 $120.30 $120.30 $120.30 $120.30 $120.30
CY 2008 Rate $120.03 $120.03 $120.03 $120.03 $120.03 $120.03 $120.03 $120.03 $120.03 $120.03 $120.03 $120.03
CY 2009 Rate $126.54 $126.54 $126.54 $126.54 $126.54 $126.54 $126.54 $126.54 $126.54 $126.54 $126.54 $126.54
II\DA;;:r?Glz)llwt $6,421,989( $6,436,117] $6,447,943( $6,460,002] $6,473,020] $6,484,839 $6,496,787| $6,835,308| $6,856,024| $6,872,205 $6,887,775  $6,902,447
Total Payment $79,574,457

Note: To calculate the Monthly Payment you museta&ch calendar year rate and multiply it by tispeetive caseload that is shown
for that calendar year. In addition, numbers natyaxactly add due to rounding.
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Table 6: Invoices to be Paid in FY 09-10
Dual Eligible
Attributed to
Each Month Jun-09 Jul-09 Aug-09 Sep-09 Oct-0p N9 Dec-09 Jan-10 Feb-1 Mar-1 Apr-1( May-10
Jan — Dec 2006
duals 24 24 24 24 24 24 24 24 24 24 P4 D4
Jan — Dec 2007
duals 174 138 110] 84 7 5P 48 40 34 BO D7 25
Jan — Dec 2008
duals 1,623 1,435 1,25 1,09D 948 811 679 458 145 355 283 226
Jan - May 2009
duals 2,372 1,757 1,399 1,198 1,063 9p9 g82 308 736 656 7715 491
Jun 2009 duals 50,562 850 570 396 30P 258 282 202 193 176 161 147
Jul 2009 duals 50,657 852 571 397 310 258 2B3 12 193 177 161
Aug 2009 duals 50,752 853 572 398 310 2%9 2B3 12 194 177
Sep 2009 duals 50,848 855 573 39p 311 260 23 413 194
Oct 2009 duals 50,943 857 57% 400 312 260 234 213
Nov 2009 duals 51,039 854 57p 401 312 2p1 34
Dec 2009 duals 51,135 86 57y 401 313 2p1
Jan 2010 duals 51,231 861 57B 442 313
Feb 2010 duals 51,329 868 579 403
Mar 2010 duals 51,424 86p 580
Apr 2010 duals 51,521 86p
May 2010 duals 51,618
Total Duals from
invoice 54,754 54,861 54,968 55,063 55,184 55,298 55}400 ,5124 55,616 55,717 55,831 55,983
CY 2006 Rate $114.71 $114.71 $114.71 $114.71 $114.71 $114.71 $114.71 $114.71 $114.71 $114.71 $114.71 $114.71
CY 2007 Rate $120.30 $120.30 $120.30 $120.30 $120.30 $120.30 $120.30 $120.30 $120.30 $120.30 $120.30 $120.30
CY 2008 Rate $120.03 $120.0 $120.08 $120.Pp3 $120,03 $120.03  0.832 $120.03 $120.08 $120.93 $120J03 $12(.03
CY 2009 Rate $126.54 $126.54 $126.54 $126.54 $126.54 $126.54 $126.54 $126.54 $126.54 $126.54 $126.54 $126.54
CY 2010 Rate $133.70 $133.70 $133.70 $133.70 $133.70 $133.70 $133.70 $133.70 $133.70 $133.70 $133.70 $133.70
Monthly Payment | $6,916,681] $6,931,631] $6,945,864( $6,959,744| $6,976,105| $6,991,438( $7,005,351| $7,387,152| $7,407,941| $7,426,195 $7,444,615 $7,460,935
Total Payment $85,853,652
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Assumptions for Calculations

The Department assumes the changes in the pita caie paid by the Department will be
based on the growth in the National Health Expeme#’ prescription drug per capita, as
shown in Table 1, and offset by the phasedown péergigown in Table 2. Per 42 CFR
423.902 (4), the annual growth rate for calendar @904 through 2006 is equal to the
average annual percent change of the per capitardnd prescription drug expenditures
(as determined by the most recent national totap dNational Health Expenditure
projections for the years involved). The growtttda for 2007 and succeeding years will
equal the annual percentage increase in averagegpiia aggregate expenditures for
covered Part D drugs in the United States for Pagtigible individuals for the 12-month
period ending in July of the previous yea&ince the Department does not have the data
to project the Part D drug expenditures, the Depamt is using the National Health
Expenditures for years past calendar year 2008pasxy for the annual growth in the per
capita rate.

Tables 1 through 3 provide the relevant informat@ncalculating the calendar year 2008,
2009, and 2010 per capita rates. For calendar3@@8, the Department uses the per
capita rate provided by the Centers for Medicak Medicaid Services of $120.03. The
Department estimates the per capita rate of $126.8dlendar year 2009, and $133.70 in
calendar year 2010, as shown in Table 3. Thisnastiis based on the projected inflation
of the National Health Expenditures per capita dexgenditures published in January
2007 and shown in Table 1. In addition, the prtapecis also based on the phasedown
percentage that is detailed in 42 CFR 423.908 hadis in Table 2.

The Department assumes that the growth rate io@absand retroactivity from July 2006
through July 2007 will remain unchanged through B¥-08 and FY 08-09. The
Department assumes that the dual eligible caseldbdrow at an annual rate of 2.28%,
and thus a monthly rate of 0.19%. In addition, Bleg@artment assumes that the level of
retroactivity in the previous month of the invoisdl be 1.68% of the total clients. All
months prior to the previous month are projecteldae a level of retroactivity at a decay
rate ranging from 68% to 92% as shown in Table 4.
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Table 5 shows the projected caseload, level obaetivity, and expenditures by month
for FY 08-09. Using the assumptions detailed ibl&és 3 and 4, as well as the estimated

monthly growth rate of 0.19%, Table 5 displays ithpact of those assumptions.

Note

that the FY 08-09 payment is for the 12 months fdume 2008 through May 2009 due to
SB 07-133 which changed this line item from acctaatash accounting.

Table 6 shows the projected caseload, level obaetivity, and expenditures by month
for FY 09-10. This estimate continues to use ggumptions detailed in Tables 3 and 4,
as well as the estimated monthly growth rate 09@.1 Table 6 displays the impact of

those assumptions.

Impact on Other Government Agencies: None

Cost Benefit Analysis

FY 08-09 Cost Benefit Costs Benefits
Analysis

Request The cost of this request includes $2,854,636 Tihis request would allow the Department to meet its
General Fund to pay for the increase in the pregecbbligations to the federal government and ensuge th
caseload of dual eligible individuals and a praectDepartment would not have the amount of payment
increase in the per capita rate paid by the Sfae| plus interest deducted from the federal funpds
federal regulations. FY 09-10 General Fund needaseived for the Medicaid program.
projected to equal $9,133,831.

Consequences if not | The cost of not funding the request would be |tli@ere is no benefit to the Department because the

Funded potential deduction in federal funds received by |thavings of General Fund would be offset by gregater

Medicaid program equal to the amount owed for

payment plus interest. This would equal an amouwvith General Fund for the Medicaid program.

tlrss of federal funds that would need to be bdeHf

greater than $2,854,636.
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Statutory and Federal Authority

42 CFR 423.908: Phased-down Sate contribution to drug benefit costs assumed by
Medicare. This subpart sets forth the requirements for State contributions for Part D
drug benefits based on full-benefit dual eigible individual drug expenditures.

42 CFR 423.910 (a) General rul&ach of the 50 Sates and the District of Columbia is
required to provide for payment to CMS a phased-down contribution to defray a portion
of the Medicare drug expenditures for individuals whose projected Medicaid drug
coverage is assumed by Medicare Part D.

42 CFR 423.910 (b) (2) Method of paymenPayments for the phased down Sate
contribution begins in January 2006, and are made on a monthly basis for each
subsequent month. State payment must be made in a manner specified by CMS that is
similar to the manner in which State payments are made under the State Buy-in Program
except that all payments must be deposited into the Medicare Prescription Drug Account
in the Federal Supplementary Medical Insurance Trust Fund. The policy on collection of
the Phased-down Sate contribution payment is the same as the policy that governs
collection of Part A and Part B Medicare premiums for State Buy-in.

42 CFR 423.910 (g) Annual per capita drug expenettCMS notifies each State no
later than October 15 before each calendar year, beginning October 15, 2005, of their
annual per capita drug payment expenditure amount for the next year.

25.5-4-105, C.R.S. (200Nothing in this article or articles 5 and 6 of this title shall
prevent the state department from complying with federal requirements for a program of
medical assistance in order for the state of Colorado to qualify for federal funds under
Title XIX of the social security act and to maintain a program within the limits of
available appropriations.

25.5-5-503, C.R.S. (2007§1) The dstate department is authorized to ensure the
participation of Colorado medical assistance recipients, who are also €ligible for
medicare, in any federal prescription drug benefit enacted for medicare recipients. (2)
Prescribed drugs shall not be a covered benefit under the medical assistance program for
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Performance Measures:

a recipient who is enrolled in a prescription drug benefit program under medicare;
except that, if a prescribed drug is not a covered Part D drug as defined in the "Medicare
Prescription Drug, Improvement, and Modernization Act of 2003", P.L. 108-173, the
prescribed drug may be a covered benefit if it is otherwise covered under the medical
assistance program and federal financial participation is available.

If the Department does not receive an additiopak@priation, and subsequently cannot
make the required payment, the Department is ktafihaving the amount due for the

“clawback” payment plus interest deducted from fthderal funds received for the

Medicaid program. This deduction would hinder Breppartment’s ability to achieve all of

its performance measures that require State anchngtfederal funding, as less federal
funds would be available.
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e ~ Schedule 13 : .
“““ Change Request for FY 08-09 Budget Request Cycle
‘Deéisic‘m Item FY08-09 "'7 o Base Reducﬂon ylwt(;in FY0809 B vglﬂlqﬁ‘pl‘;lneﬁ‘tral‘h' 07ﬂﬁ - Wﬁudg“et Request Anienclméht FY08.09
Request Title: _MMIS Fixed Price Increase S TN W S o I
Department: Heaith Care Palicy and Financing ~ Dept. Approval by: fin Bartholomew Date: November 1, 2007
Priority Number: DI-5 7 'OSPB Approval: AL Date:_/d’& 7 II![/”
1 2 3 4 5 6 T 8 ] %4 "~ 10
e | B . . Total . Decision/ | . 1 ) Total _Change
Prior-Year | .. . .|Supplemental | Revised )  Base ..Base | November1 | Budget Revised _from Base
Actual Appropriation |  Request Request 1 Request Reduction Request Amendment Request (Column 5)
Fund FY06-07 FYo7.08 | FYo07-08 FY 07-08 FY 08-09 __Fy 08-09 ~_Fro809 | FY08-09 ~ Fy 08-09 FY 09-10
Total of All Line ltems |  Total| 26018831 | 22306 309 01 22308209 | 22817549 31301023130 559 0] 23130559 313010
FTE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
GF 6,204 550 5,265 858 0 5,265 858 5,228,266 75905 5304171 0 5304 171 75905
GFE 0 0 0 ] 0 0 0 0 0 0
CF 0 0 0 368,971 1,303,749 0 1,303,749 0 1,303,749 0
CFE 596 657 1,075,301 0 706,330 610,809 3,267 614,096 0 614,096 3,287
FF| 19217 624 15,965,050 0 15965050 ] 15674725 233818 15,908,543 0 15,808,543 233818
(1) Executive Director’s )
Office. Medicaid Total| 26018831 22,306,209 0 22308208 ) 22817549 313010 | 23,130,559 0 23,130,559 313,010
Management Information FTE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Services Contract GF 6,204 550 5,265,858 0 5265 858 5,228,266 75905 5,304,171 0 5304171 75 905
GFE 0 0 0 0 0 0 0 0 0 0
CF 0 ] 0 368,971 1,303,749 0 1,303,749 0 1,303,749 0
CFE 596 657 1,075,301 0 706,330 610,809 3267 614,096 0 614,096 3287
FF{ 19217624 15,965,050 0 15965050 15674725 233818 15,808 543 0 15,908 543 233818
Lettemote revised text: - $3,287 shall be from the ‘C‘hildren's Baéic,HéaIth Plan Trust Fund 116. o ) » ‘ o
Cash Fund name/number, Federal Fund Grant name: ~_FF: Title XIX, Title XX|, CFE: Children’s Basic Health Plan Trust Fund 11G
ITRequest: =~ Yes ¥  Neo ' ‘ » . )
Request Affects Other Departments: =~ Yes ¥ Ko if Yes, List Other Departments Here:

Page G-1




COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIRMNS; FY 08-09 BUDGET REQUEST

CHANGE REQUEST for FY 08-09 BUDGET REQUEST CYCLE

Department:

Health Care Policy and Financing

Priority Number:

DI-5

Change Request Title:

MMIS Fixed Price Increase

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

[ ]Base Reduction Item FY 08-09
[ |Supplemental Request FY 07-08

SELECT ONE (click on box):

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

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

Short Summary of Reguest

Background and Appropriation History

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

This request is for $313,010 as an increasextml fprice contract for the second year of
the recently reprocured Medicaid Management InfoionaSystem operation’s contract
from July 2007. This amount represents the negputiacost of living increase for
administrative functions performed by the Departrsefiscal agent, Affiliated Computer
Services, Inc.

The Medicaid Management Information System is maflg recognized as an automated
claims, capitation processing and reporting systentin Colorado, the Medicaid
Management Information System processes or adjedicdaims and capitations based on
edits that determine payment or payment denialp@nébrms prior authorization reviews
for certain medical services and pharmacy presonpt Warrants are produced by the
State based on the information electronically tnatied from the Medicaid Management
Information System.

Beginning March 1, 2004, a portion of the MedicM@nagement Information System
contract was converted to a fixed price contraldtis move toward a fixed price contract
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was the result of three managed care organizalgangg the Medicaid market in FY 02-

03 and the subsequent increase in claims procefssingoving these clients into a fee-for-

service environment. By moving to a fixed pricentcact, the Department was able to
contain costs related to claims processing, prioth@ization reviews, and some

administrative functions. Remaining functions pded by the contractor, such as
pharmacy prior authorization reviews, developmerdts, and postage that were more
difficult to predict, were excluded from fixed peicand paid on actual expenditures
instead.

When the 2006 reprocurement process occurred,etiigest for proposals submitted to
the public specified that the Department wanteddntinue the fixed price arrangement
and to expand the functions covered. As a res$uhi® procurement, on July 1, 2007, the
Medicaid Management Information System fixed pdoatract now covers:

* Base operations, including administrative costs

* Regular Medicaid claims processing

e Children’s Basic Health Plan capitation paymentscpssing

* Breast and Cervical Cancer Prevention and Treatot@ms processing
* Nurse Home Visitor claims processing

e Autism claims processing and Autism prior authdrzareviews

* Orthodontia prior authorization reviews

* Old Age Pension State Medical Program claims psicgs

» School Based Health claims processing

» Health Care Expansion population claims processntydisk maintenance
* Health Care Expansion population pharmacy prioh@ugation reviews
* Drug Rebate and Analysis and Management System (D&)A

* Regular Medicaid pharmacy prior authorization resge

The only items that still remain outside of fixedcp therefore include development costs
for changes to implement programs that may evalve funknown future legislation and
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General Description of Reqguest

postage costs because the United States Post @ffikes its own decisions about future
postage increases.

During the bidding process to the request for psafs) the fiscal agent provided bids for
FY 07-08, FY 08-09, and FY 09-10. After the incuambfiscal agent was reselected, the
Department entered into negotiations with the fiagant to finalize the finer points of the
contract. Part of these negotiations included ahmeost-of-living increases for
administration costs borne by the contractor. rRoothe recent reprocurement process,
the fixed price agreement with Affiliated Computervices, Inc. has always had a cost-
of-living increase included. The table below mé$ the last three years of fixed price in
the prior contract and the net increases for cé#tding adjustments.

Fiscal Year Fixed Price Amount Percent Increase
FY 04-05 $20,037,478 N/A
FY 05-06 $20,782,9138 3.7%
FY 06-07 $21,422,235 3.1%

Per negotiations for the FY 08-09 fixed price amipuime Department agreed to
$21,107,511 for all services now covered under ftked price. This amount is an
increase of $313,010 over the FY 07-08 fixed peaosunt. While the increase would
allow the fiscal agent to cover increases in tm@rnal operating expenditures occurring
during FY 08-09, it is not directly associated watihy increases in responsibility or claims
volume. A similar increase for FY 09-10, equal$#®93,895 over the FY 08-09 fixed
price, was agreed in the contract, and the amaumhantioned in this discussion for
information purposes.

Benchmarking

The percentage of increase requested in this [Dadim above the FY 07-08 fixed price
agreement is equal to 1.5% of the total fixed pdoatract from FY 07-08 ($313,010
divided by $20,794,501). The above percentage nvdegnpared against the forecasted
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Colorado inflation rates listed in the June 200¥dRee Forecast, page 16, issued by the
Office of State Planning and Budgeting, shows th&t amount is well below anticipated
inflation for calendar years 2008, 2009 and 2020similar comparison can be made for
the FY 09-10 fixed price increase of 1.4% ($293,88&ded by $21,107,511). The
following table compares the requested percenteasas to these anticipated inflation
rates for the next three calendar years.

Fiscal / Calendar Year Requested Increase / Projeat Inflation
FY 08-09 1.5%
FY 09-10 (Information Only) 1.4%
CY 2008 2.8%
CY 2009 2.9%
CY 2010 3.0%

Additionally, the requested fixed price increase aapercent of the total fixed price
agreement in FY 08-09 and FY 09-10 is substantiedly than the same step increases for
fixed price in prior fiscal years which assumed dewesponsibilities. As mentioned above
in the Background and Appropriation History sectitre negotiated fixed price increase
from FY 04-05 to FY 05-06 was 3.7%, and from FY@5to FY 06-07 was 3.1%.

Caseload, Utilization, and Inflation

When the Department switched to a fixed price @mttfor much of the fiscal agent’s
administrative responsibilities, it broke the dirdnk between caseload, utilization and
processing costs. Prior to fixed price, incredeesaseload brought about increases in
claims volume and costs for claims processing. VvE€sely, since fixed price, the fiscal
agent has assumed the risk of operating the MedManagement Information System
regardless of fluctuations in caseload or util@atiwith no change to reimbursement for
administrative functions. Therefore, this requestnot be evaluated against the slowing
growth or recent declines in Medicaid caseload.fabt, per the June 200Tb6lorado
Medicaid Program Fiscal Agent Reportiroduced by the Department’s Information
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Consequences if Not Funded:

Calculations for Request:

Technology Division, it is apparent that claimsurok over the last twelve months has
actually increased when compared to the same pdagtdyear, even though recent
Medicaid caseload levels have been declining. uimeJ2006 (four week period), the
number of accepted claim transactions was 563,64@. the same four week period in
June 2007, the number of accepted claim transactamualed 769,313. This is an
increase of 36.5% over the twelve month period.

Claims processing would need to stop six days betioe end of the fiscal year to avoid
needing to expend $313,010. Consider the totaliesgd fixed price amount of
$21,107,511 for FY 08-09 divided by 365 days. Mmedds an average daily rate of claims
processing costs of $57,829. Dividing the requksterease amount of $313,010 by the
average daily rate of $57,829 equates to 5.4 dagsen the average weekly claims
processing cycle in FY 06-07 generated $52,397,648pppage of claims processing for
six days in FY 08-09 would push a similar amountr@mbursement to FY 09-10 and
would disrupt cash flow patterns for medical prevel Additionally, if prior
authorization reviews needed to cease during thixsgays of stoppage, clients awaiting
authorization for prescription drugs would needbw provided with 3-day emergency
supplies until the next fiscal year rather tharoemal full prescription. This would require
clients to make additional trips to receive thegdmsations and would require the State to
pay additional dispensing fees for filing thesealirsupplies.

Summary of Request FY 08-09 Total Funds General Fund Cash Funds | Federal Funds
Exempt
Medicaid Management Information System Contract $313,010 $75,905 $3,287 $233,818
[matches Column 6 and 10 on Schedule 13]
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Table A: Funding Splits Between Medicaid and Childen's Basic Health Plan for FY 08-09

Total Cash Funds
Program Splits Percentage Total Costs| General Fund Exempt Federal Funds
Total Costs 100% $313,010 $75,905 $3,287 $233,818
Medicaid Costs 97% 25% 0% 75%
$303,620 $75,905 $0 $227,715
Children's Basic Health Plan Costs 3% 0% 35% % 65
$9,390 $0 $3,287 $6,103

Assumptions for Calculations

Impact on Other Government Agencies:

Cost Benefit Analysis

The Department assumes that the requested iecfeadedicaid would be funded with
75% federal funds participation for regular openasi of the Medicaid Management
Information System. The 75% federal funds paréitgn is applied to the 97% Medicaid

portion of the total funding for the request.

For this request, the Children’s Basic Health Ptamtribution to the total costs is
assumed to be 3%. Historically, this percentage been determined by the ratio of
capitations paid for the Children’s Basic HealtharPlin the Medicaid Management
Information System compared to the total forecasftsclaims and capitations paid.

Federal financial participation for Title XXI, ti@hildren’s Basic Health Plan, is 65%.

No impacts are known for other State governmeaheigs.

The following analysis will quantify the cost abdnefits.
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Statutory and Federal Authority

Cost $313,010 in FY 08-09
Benefit No delay in provider payments (estimated to ecuadhly $52 million) or
prior authorization reviews for services or prgson drugs
Benefit Requested increase is fiscally conservative asdbeof-living adjustment
is nearly half of projected Consumer Price Index

Benefit Continues the fixed price agreement which placdsliack onto the
contractor if changes in caseload arise due torasézn economic or
demographic changes

Based on the above analysis, the requested incbemgs about the greatest benefit by
insuring that the Medicaid Management Informatioyst&m continues to operate the
entire fiscal year so that provider payments caralagays timely and so clients needs
would also always be timely met.

25.5-4-204 (3) (b), C.R.S. (2007Fhe executive director of the state departmentlshal
develop and implement an automated system througthvmedical assistance claims
and payment and eligibility determinations or otheslated transactions may be
processed. The system shall provide for the usautmimated electronic technologies.
The automated system may be implemented in phasgseimed necessary by the
executive director. The automated system shailnpéiemented only after the executive
director determines that: (b) Adequate financing available to facilitate the
implementation and maintenance of the system. ri€ing may include, but is not
limited to, federal funds, appropriations from theneral fund, provider transactions
fees, or any other financing mechanisms which thte glepartment may impose, and
grants or contributions from public or private ergs.

81903 (a) of the Social Security Act [42 U.S.C. @189(a) ...the Secretary...shall pay to
each State which has a plan approved under thes. ti(3) an amount equal to — (B) 75
per centum of so much of sums expended during guaher as attributable to the
operation of system (whether such systems are tgukrdirectly by the State or by
another person under a contract with the State..clwvhre approved by the Secretary...
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Performance Measures:

The Medicaid Management Information System is Department’s only automated
claims processing system. Without it, the Depantmeould require significantly greater
resources and time to ensure that providers reeewerate payment for services rendered
to Medicaid and Children’s Basic Health Plan ckenfs such, any Performance Measure
that includes expansion of Medicaid or ChildrenasiB Health Plan clients would only
increase this need for additional resources andidvdelay the payment process even
further due to the additional volume. Thereforéhaut the automated claims processing
system, it is anticipated that a greater numbeaudfit findings would show improper
payments. Given the above, this Change Requesupportive of the following
Performance Measures:

« Increase the number of clients served through tadyentegrated care management
programs.

+ Increase the number of children served through dicdeed medical home service
delivery model.

+ Expand coverage in the Child Health Plan Plus agr
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‘‘‘‘ Schedule 13
Change Request for FY 0809 Budget Request Cycle
- Decision ltem FY08.09 ¥ Base Reduction ltem FY 08.03 ‘Supplemental FY07.08 = Budget Request Amendment FY 08419
Request Title: Provider Rate Increases ] i ] ) ) '
Department: Health Care Policy and Fmancmg ‘Dept. Approval by: ohn Barth Pate: NDVE be[ﬂ 2007
Priority Number: DI-B , OSPB Approval: , Date: f/% ; “7#1 " o‘
1 2 3 4 5 6 8 | "9 U
. .. Jotal ; Decision/ . | .. Yotal _ Change
Prior-Year | ‘Supplemental Revised Base Base November 1 Budget Revised from Base
- _Actual Appropriation Request Request Request Reduction Request Amendment | Request | (Column})
Fund FYo607 | Fro7o8 FY07-08 Frozo8 | Fros09 | Froso9 FY 0809 FY 08-09 Frosos | Froo10
Total of All Line Items |  Total(2,061,396 808 | 2,147 858,908 0[2147 858,908 | 2,147 626,990 | 17031875 |2,184 718,865 ~ 0|2e4718865] 17091875
FTE kil 0.00 0.00 0.00 Tomo| ooo| 0.00 0.00 oo 0.0
GF| 633377714 652,421 500 0| B52421500) B51512742| 8264081 | 659776823 0| 659776823 8,264 081
GFE| 343,100,000 | 343,900,000 | 0| 343900000| 343900000 0| 343900000 | 0| 343900000 0
CF 0 38.256 0 38,256 38,256 0 38,256 0 35256 0
CFE| 48860206 76,001 368 0| 76001368| 76794167 | 281858| 77076025 0| 77076025 281858
FF{1,036,058,888 |1,075,497 784 01,075,497 784 | 1,075 381825 8,545,936 (1,083,927 761 0]1,083927 761 8,545 936
2) Medical Services Total|2 061,396,808 | 2,147 858 908 021478568908 2,147,626 990 | 17091 575 |2,164,718 865 02184718865 17091875
Premiums FTE| poo] ooo 0.0 0.00 000 000 00O 0.00 0.00 0.00
GF| B33377 714 £52,421 500 0| 652421500| 651512742| 8264081 | 659,776,823 0| 659776823 8,264 081
GFE| 343,100,000 343,900,000 0| 343900000] 343,900,000 0| 343900,000 0} 343,900,000 0
CF| 0 38,256 0 38,256 38,256 0 38,256 0 38,256 D
CFE| 48860206 76,001 368 0| 76001368| 76794167 | 281858 77076025 | 0| 77o78025| 261,856
FF|[1,036,058.888 | 1,075,497 784 011075497764 | 1075381825 | 5545936 | 1,083,927 761 0 [ 1,083,927 761 8,545.936
 Letternote revised text: : ] v: ] 3
Cash Fund name/mumber, Federal Fund Grant name: CFE: Health Care Expansion Fund; FF: Titie XIX
IT Request: T Yes ¥ No ] L
Request Affects Other Departments: Yes ¥ No | Yes, List Other Departments Here: _
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CHANGE REQUEST for FY 08-09 BUDGET REQUEST CYCLE

Department: Health Care Policy and Financing

Priority Number: DI-6

Change Request Title: Provider Rate Increases

SELECT ONE (click on box): SELECT ONE (click on box):

X|Decision Item FY 08-09 Supplemental or Budget Request Amendment Criterion:
[ |Base Reduction Item FY 08-09 XINot a Supplemental or Budget Request Amendment
[ |Supplemental Request FY 07-08 []An emergency

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

Short Summary of Request This Change Request increases funding for theaeent’s Medical Services Premiums
Long Bill group by $17,091,875 in FY 08-09 in order increase inpatient hospital rates;
increase rates paid for preventive medicine; develomedical home pilot program;
increase rates paid for substance abuse treatmergase rates paid for vision benefits;
increase rates paid for dental benefits; increasesrpaid for radiology services; and,
increase rates paid for the Prenatal Plus program.

Background and Appropriation History Medicaid was enacted by Title XIX of the Social @&ty Act as an entitlement program
to provide health care services to eligible eldelisabled, adults, and children. The
Department is responsible for the provision ofledhlth care services to persons who
qualify as categorically needy under Title XIX. part of its annual Budget Request, the
Department includes a Decision Item (DI-1) for daad and utilization increases in its
line item for Title XIX services, Medical Servic®semiums. The Department’s Request
for Medical Services Premiums, however, does ndude any rate increases to providers
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who participate in the Medicaid program; the rege@sincreases only account for

additional clients and changes in utilization

As such, providers in Medicaid who are paid basedhe fee-schedule maintained by the
Department do not receive any increase in rateéhanDepartment’s annual request for
Medical Services Premiums. Beginning in FY 05-QBg General Assembly has
appropriated funds to provide rate increases toesii@dicaid providers. In SB 05-209,
the General Assembly appropriated $18,866,498dtw increases to Medicaid providers

for FY 05-06 in the following way:

« In SB 05-209, the General Assembly appropriate®@G%,778 for a 2% increase to
inpatient hospital services provided to Medicaidnts. The Department applied the
2% rate increase to every hospital's inpatient,rafective July 1, 2005 (Footnote

37).

+ In SB 05-209, the General Assembly appropriated36445 with the intent of
“[increasing] reimbursement rates for the top fpeysician procedure codes up to
eighty percent of the Medicare rate” (SB 05-209¢tRote 39). With the available
funds, the Department was able to increase reiramest for the top nine office-
based evaluation and management procedure cod88%o of the Medicare rate

effective July 1, 2005 (Footnote 39).

+ In SB 05-209, the General Assembly appropriate®@@1275 for a 2% rate increase
for home and community-based waiver services, @ity nursing services, and
home health services. The Department applied @be increase to those services

effective July 1, 2005 (Footnote 40).

During FY 05-06, the General Assembly approved ppfamental bill, HB 06-1369, for
the Department, which also contained rate increfasededicaid providers. HB 06-1369

provided rate increases in the following way:

! Some providers, such as outpatient hospitals,rpheies, federally qualified health care centers, rmursing facilities are paid based on incurreds;as via
cost-based rates, most as required by federalatgulor state statute. Such providers are ndtidied in this Change Request.
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In HB 06-1369, the General Assembly appropriate81$800 for a 1% rate increase
for inpatient hospital services. HB 06-1385 inelddb3,604,228 to annualize the rate
increase in FY 06-07 (Figure Setting, March 13,&08age 1463. The Department
implemented the rate increase by increasing eadlpitds inpatient rate by 1%,
effective April 1, 2006 (Footnote 37a).

In HB 06-1369, the General Assembly appropriated @%000 for rate increases to
long-term care community providers. HB 06-1383uded $20,812,658 to annualize
the rate increase in FY 06-07 (Figure Setting, Mat8, 2006, page 148). The
Department increased rates to long-term care corntynpiroviders effective April 1,
2006 in the following way: assisted living fadds, 15.07%; day care services, 3.57%;
skilled nursing, 7.20%; home health aides, 4.20%ysioal therapy, 36.30%; speech
therapy, 35.90%; occupational therapy, 29.20%; gpeivduty registered nursing,
3.80%; private duty licensed nursing, 8.00%; peatcare homemaker, 10.00%; and,
all other providers, 2.57% (Footnote 40a).

In HB 06-1369, the General Assembly appropriated9$300 for a 2% rate increase
for durable medical equipment rates. HB 06-13&%uahed $1,311,382 to annualize
the rate increase in FY 06-07 (Figure Setting, Mat8, 2006, page 146). The
Department implemented the rate increase by intiggadl Medicaid fee-for-service
durable medical equipment biling codes 2.25% amdlueing durable medical
equipment services that are paid by invoice pludo1®ffective April 1, 2006
(Footnote 42a).

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

In HB 06-1385, the General Assembly appropriated$B,925 for a 3.25% rate
increase for primary care providers, including: ysiian; dental; Early Periodic

2 The Figure Setting document does not reflect it fiction by the Joint Budget Committee. Theumlization amount was adjusted based on Joint Budge
Committee motions, and the final annualizationltstaeflected in a Joint Budget Committee stafiimoeandum on March 16, 2006.

3 See footnote 2.
4 See footnote 2.
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Screening, Diagnosis, and Treatment; lab and xaag; durable medical equipment.
In response, starting with the total funds avadlabhe Department determined the
dollar amount available if the 3.25% were appliedatl applicable physician codes.
This amount ($6,861,522) was then applied to the tteenty-five most frequently
billed Evaluation and Management (E&M) physiciamve®s codes. These E&M
codes correspond to the most common primary caygiqemn services provided. The
remaining allocated funds ($3,056,403) were usedply a 3.25% to all Medicaid
fee-for-service dental and Durable Medical Equiph{®ME) codes. DME services
that are paid by-invoice plus 19% were restoreplis 20% which was the by-invoice
payment methodology prior to rate decreases that v effect in 2004. These rate
increases were effective July 1, 2006 (Footnote 26)

In HB 06-1385, the General Assembly appropriated,®l3,742 for a 3.25% rate
increase for inpatient hospital services providedtedicaid clients, beginning July 1,
2006. The Department implemented the rate incrbgsecreasing inpatient hospital
rates 3.25%, effective July 1, 2006 (Footnote 27).

In HB 06-1385, the General Assembly appropriated 33,750 for rate increases to
long-term care community providers, effective Adrjl 2007, in the following way:
assisted living facilities, 12.50%; day care sex#jc1.00%; skilled nursing, 23.60%;
physical therapy, 23.60%; speech therapy 23.60%upmational therapy, 23.60%;
private duty registered nursing, 23.40%; and, peivduty licensed nursing, 23.60%.
The Department intends to implement the rate irrggan April 1, 2007 (Footnote
28).

In SB 07-239, the General Assembly approved rateeases for FY 07-08 in the
following way:

In SB 07-239, the General Assembly appropriate@&hb,736 for a 1.5% rate increase
for home and community-based long-term care prosjdeome health, and private
duty nursing providers, beginning July 1, 2007.e Drepartment implemented the rate
increase by increasing rates for the specified igevs by 1.5%, effective July 1, 2007
(Footnote 28).
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General Description of Request

« In SB 07-239, the General Assembly appropriated48i001 for a 1.5% rate increase
for inpatient hospital services provided to Medicalients, beginning July 1, 2007.
The Department implemented the rate increase bgastg inpatient hospital rates
1.5%, effective July 1, 2007 (Footnote 29).

« In SB 07-239, the General Assembly appropriated, 311853 for rate increases
targeted to specific providers and services, affeciuly 1, 2007. The rate increases
included the following providers and services: Egesicy Transportation, adult
immunizations, anesthesia, wheelchair repair, i&nane devices, surgical procedures,
outpatient therapy services, and single entry painbtracts. The Department
implemented the rate increase by increasing ratestife specified providers and
services effective July 1, 2007 (Footnote 29).

To date, the rate increases appropriated by ther@eAssembly have targeted programs
with high utilization that comprise a large partvédicaid expenditure, providers affected
by rate cuts, and services where the cost of pirayithe service exceeded the Medicaid
reimbursement rate. These rate increases havedhalpoffset the effects of rate cuts
during FY 02-03, FY 03-04, and FY 04-05.

In HB 06-1385 (Footnote 22) and SB 07-239 (Footn24#g, the Department was
appropriated funding for a Primary Care ProvideteRBask Force and Study. Although
the results of that study are not directly discdsse this Change Request, the
Department’s recommendations with respect to ptexemedicine and medical homes
reflect the conclusions of the Task Force.

For FY 08-09, the Department is targeting sewrise areas for rate increases: inpatient
hospitals; preventive medicine and medical homassteince abuse; vision benefits; dental
services; and, radiology services.

Inpatient Hospital
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Under State budgeting principles, inpatient ho$pites are currently required to remain
budget neutral to FY 02-03 rates, only allowing &r increase in utilization, unless a
Change Request is approved. This is supporteaeiibepartment’s Medicaid State Plan.
The methodology used to calculate the Medicaidtiapt hospital base rates does not
apply any inflationary increase, such as Medicane'spital market basket index, without a
budget action. Historically, the Department hagdu$/edicare hospital rates as a
benchmark for comparison. For FY 03-04, the fyestr that Medicaid rates were based
on Medicare’s rates, Medicaid rates were set 8% 7f Medicare’s rates in order to be
budget neutral to FY 02-03 expenditures. In FYOB4-Medicaid rates fell to 92.6% of

Medicare’s rates; in FY 05-06 Medicaid rates weread 90% of Medicare’s rates; and, in
FY 06-07, Medicaid rates were set at 92% of Medisarates, including the rate

increases provided in HB 06-1369 and HB 06-138%.FY 07-08, Medicaid rates were

approximately equal to 91.3% of Medicare’s ratasluding the rate increase provided in
SB 07-239. Total reimbursement for inpatient hiadpin FY 06-07 (not including upper

payment limit financing) was $304,687,402 (Exhibits Medical Services Premiums,

Exhibit N, page 1).

In the August 3, 2007 Federal Register (Vol. 72, 140), the Centers for Medicare and
Medicaid Services (CMS) published significant cresitp the Medicare hospital inpatient
prospective payment system. Under the new methggipthe current diagnostic related
grouper (DRG) classification system will be repthogith a new DRG system which
better recognizes the severity of the conditiomdpeéreated. Because the Department’s
payment methodology is based primarily on the Mmadicmethodology in place during
federal fiscal year 2007, it is no longer usefuctompare rates on a hospital-by-hospital
basis between Medicare and Medicaid because ofliffezent system of measurement.
The new Medicare rates are effective as of Oct@b2007.

For FY 08-09, the Department recommends applyitigh&o rate increase to all inpatient
hospital rates. This rate increase would be apalieer all budget neutrality provisions
are applied, in a manner consistent with the way Dlepartment has apportioned rate
increases appropriated by the General Assemblyyi©%-06, FY 06-07, and FY 07-08.
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In order to raise inpatient hospital rates by 1.5%e Department recommends an
appropriation of $4,679,688.
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Preventive M edicine and M edical Homes

In HB 06-1385 (Footnote 22) and SB 07-239 (Footn24#g, the Department was
appropriated funding for a Primary Care ProvideteRBask Force and Study. Although
the results of that study are not directly discdsse this Change Request, the
Department’s recommendations with respect to ptexemedicine and medical homes
reflect the conclusions of the Task Force. Add#ikty, due to funding constraints, the
Department’s recommendations do not seek to fallplement the recommendations of
the Task Force at this time; rather, the Departraetitipates that full implementation of
the recommendations will be a multi-year process.

Evaluation and Management

In FY 05-06 and FY 06-07, the Department useddichiunding to apply rate increases to
the most frequently used Evaluation and Managetfte®M) procedure codes. Specific
services include examinations, evaluations, treatspepreventive pediatric and adult
health supervision, and similar medical serviceRue to budgetary restraints, the
Department was only able to target the most frethyatilized codes.

In response, the Department recommends raisingrates of 12 specific preventive

medicine evaluation and management codes to 90%heoMedicare rate. The codes
targeted by the Department are for “periodic cornpnsive preventive medicine

reevaluation and management of an individual inolydin age and gender appropriate
history, examination, counseling/anticipatory guaicklrisk factor reduction interventions,

and the ordering of appropriate immunization()pfatory/diagnostic procedures.”

The Department calculates that an appropriatio$19514,747 would be sufficient to
raise the rates to this level. These codes araderspecific new and established patients

® The Department intends to target Current Procédigiaminology (CPT) codes 99381 through 99387 a®@99 through 99397. The included description of
these codes was obtained from the American Medisabciation’s website, dittp://www.ama-assn.org/
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that are currently priced between 36.5% and 58.5%he equivalent Medicare rate.
Additionally, these codes have not been includeghinprior year rate increases.

Furthermore, the Department recommends an additapgopriation of $1,750,000 to
increase rates on frequently used evaluation anthgement codes which have been
included in any of the recent provider rate incesas There are over 75 additional
evaluation and management codes which have nolveecany rate adjustment during
recent rate increases. The Department aims teaserall evaluation and management
codes to 90% of the equivalent Medicare rate; heweat the same time, the Department
recognizes the fiscal constraints under which ierapes. Therefore, the Department
intends to use this funding to increase these cddeapproximately 83.4% of the
Medicare rates at this time, which is on approxetyad 17.65% rate increase for each
code on average.

Medical Homes

During the 2007 legislative session, the GeneraeAwdbly passed SB 07-130, which
requires the Department to develop systems andlatds to maximize the number of
children enrolled in the Medicaid program who hav®ledical Home. A Medical Home

is defined in part as “an appropriately qualifiececical specialty, developmental,

therapeutic, or mental health care practice thafialgly ensures continuous, accessible,
and comprehensive access to and coordination ofmcmity-based medical care, mental
health care, oral health care, and related serfaces child” at 25.5-1-103 (5.5), C.R.S.

(2007).

SB 07-130 did not contain any appropriation for thepose of raising provider rates
associated with Medical Home services. During ingstassociated with the Primary
Care Provider Rate Task Force (as required by Fdet22 of HB 06-1385), the

Department learned that provider rates for Medldalme related services were not
adequate enough to ensure provider participatitmerefore, as part of the Department’s
effort to maximize the number of participating pcers and the number of children
enrolled, the Department seeks to initiate a payp@formance pilot program to evaluate
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the effectiveness and cost savings for a selecbaumf clients in an identified Medical
Home. The pilot program will involve 124 providerserving approximately 10,000
children.

The Department recommends an appropriation of &2for the Medical Home pilot
program. Reimbursement rates for children agesailtde increased by $10.00 for the
annual well child visit. Reimbursement rates foildzen ages 5-20 will be increased by
$40.00 for an annual well child visit. Any savinigientified from the program will be
incorporated in the Department’s annual Budget Rsgfor Medical Services Premiums.

Substance Abuse

During the 2005 legislative session, the GeneraeAwbly passed HB 05-1015, which

created an outpatient substance abuse in the Médisstance Program. As detailed in
the Legislative Council fiscal note of April 20, @8 initial estimates of client participation

were high. Initial rates were based on the Depamtnof Human Services’ Special

Connections program, although rates in that prognach not been increased since the
program’'s inception in 1992. Providers have indidathat rates are set too low to
encourage and promote utilization of the benefit.

The Department seeks to adjust rates in line widtage commercial reimbursement. To
that end, the Department intends to increase thehhoeimbursement rates for group
sessions at an average of 23% and hourly reimberserates for individual sessions at an
average of 63%. The Department assumes that Medigdization of the Special
Connections benefit will increase by approximat®§%, while utilization in the
Department’s own outpatient substance abuse willeese by approximately 375%.
Therefore, the Department recommends an apprapriaf $750,000, which includes
both the cost of the rate increases and the uiklizagrowth expected as a result of
additional providers willing to participate in tbeogram.
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Vision Benefits

Currently, the Department provides an eyeglassfibéframes and lenses) for children 20
and under when medically necessary and for adiglhtsl following eye surgery. The
majority of rates for eyeglass benefits were set987. During FY 02-03 rates were cut
by 5.00%, and in FY 04-05, rates were cut by antiatdl 1.00%. Some of the impact of
the rate cuts was mitigated by a 3.25% increadeYir06-07. However, because rates
have not been rebased since 1987, Medicaid reimimenst is currently well below
reimbursement rates paid by commercial insurerspaodders’ reported costs.

The Department recommends an appropriation of $800to increase the payment rates
for the most frequently used procedure codes fanés and lenses. This would increase
reimbursement rates for these services by 33.45%verage.

Dental Services

Comprehensive dental services are a Colorado Me#lgsasstance Program benefit under
the Early and Periodic Screening, Diagnosis anditiment (EPSDT) program for clients
from birth through the age of 20. The Departmsenteguired by Federal law to provide
“[d]ental care, at as early an age as necessaegledefor relief of pain and infections,
restoration of teeth and maintenance of dentatlie@d2 CFR § 441.56 (c) (2) [2006]).
Only limited medically necessary dental benefits available for adults, age 21 and older,
and for non-citizens. Colorado Medical AssistaRcegram dental benefits for adults can
be provided only when there is a dental emergembgn an approved concurrent medical
condition is present, or when prior authorizati@s feen approved for a non-emergency
dental service.

Dental rates were increased by 3.25% in FY 06-0d,ramain between 33% and 50% of
average commercial rates (as published by the AaeiDental Association). Because of
low reimbursement rates, only a limited number ehtests provide services to adult
Medicaid clients. Therefore, the Department recemuis an appropriation of $3,500,000
to increase reimbursement rates for dental proesdby 7.38%. The Department
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estimates that this will increase rates to betwgs¥ and 54% of the American Dental
Association mean rates. However, this is not aackermeasure, as the mean rates are
based on a survey of commercial providers who naay their rates over time.

Radiology Services

Medically necessary physician ordered radiologyises are benefits of the Colorado
Medical Assistance Program. Radiology servicelidte services using radiation (such as
x-rays) or other imaging technologies (such as adegp tomography, ultrasound and
magnetic resonance imaging) to diagnose or trestade. For the most part these are
non-invasive services.

On average, the Department’s current reimbursemates for radiology procedures

average approximately 23% of the equivalent Medicates. Radiology reimbursements
were cut by 5% during FY 02-03 and have not beereased since that time. Because of
low reimbursement rates, the Department remainserord about client access to

radiologists. The Department recommends an apatigmi of $2,250,000 to increase

radiology procedure codes by 17.7%.

Prenatal Plus

The focus of the Prenatal Plus Program is to imprbwth outcomes by reducing the

number of low birth weight infants born to eligiblmen. The program is administered

in partnership with the Colorado Department of lubkalth and Environment. Services

are aimed at enhancing the medical component oipaecare the woman receives. The
goal is to improve the psychosocial and nutritidmedlth status of the client, assist her in
developing and maintaining healthy lifestyles dgripregnancy and postpartum,

discourage the use of tobacco, alcohol and illicitgs and increase her ability to access
critical medical and social services.

In conjunction with the Department of Public Headiid Environment, a cost analysis of
the program was completed in 2006 analyzing th@namro costs for calendar year 2005
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Consequences if Not Funded:

for agencies providing PNP services. The analtstsved that on average the agencies
are reimbursed 45% of the costs of the programer&ivthe average cost per client in
2005 was $1,054 and Medicaid reimbursed at an geerate of $479 per client. Since
2004, five Prenatal Plus programs have been diszeett due to the financial hardship by
the agency providing the program.

The Department recommends an appropriation of $00to increase rates for the
Prenatal Plus program by 51.5%. The Departmemhatsts that at this level, rates would
cover approximately 69% of provider costs.

If this Request is not funded, the Departmentsrisaving providers exit the program for
lack of adequate reimbursement. Without adequeatess to these services, clients are
more likely to experience adverse health eventschwldare more expensive to the
Department.
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Calculations for Request:

Summary of Request FY 08-09 Health Care
Matches Schedme 13ezgnd Recommended Req uestTOtal Funds General Fund Expansion Fund Federal Funds

Total of All Lineltems $17,091,875 $8,264,081 $281,858 $8,545,936
2) Medical Services Premiums

I(n)cr emental FY 07-08 Request (column 6) $17,091,875 $8,264,081 $281,858 $8,545,936
Increase to Inpatient Hospital $4,679,688 $2,260,347 $79,497 $2,339,844
Increase to Evaluation and Management - Age

Spedific Codes g g $1,514,747 $731,642 $25,732 $757,373
Increase to Evaluation and Management - Othe $1005 $845,272 $29,728 $875,000
Increase to Medical Home Pilot Program $222,255 $107,352 $3,776 $111,127
Increase to Substance Abuse $750,000 $362,259 $12,741 $375,000
Increase to Radiology $2,250,000 $1,086,778 $38,222 $1,125,000
Increase to Vision Benefits $500,000 $241,506 $8,494 $250,000
Increase to Dental Services $3,500,000 $1,690,543 $59,457 $1,750,000
Increase to Prenatal Plus $500,000 $250,000 $0 $250,000
Increase to Managed Care Organizations $1,425,185 $688,382 $24,211 $712,592
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Summary of Request FY 09-10

Matches Schedule 13 and Recommended| Total Funds General Fund Healt_h Care Federal Funds
Request Expansion Fund

Total of All Lineltems $17,091,875 $8,264,081 $281,858 $8,545,936
2) Medical Services Premiums
I(n)cr emental FY 07-08 Request (column 6) $17,091,875 $8,264,081 $281,858 $8,545,936
Increase to Inpatient Hospital $4,679,688  $2,260,347 $79,497 $2,339,844
Increase to Evaluation and Management - Age
Spedific Codes g g $1,514,747 $731,642 $25,732 $757,373
Increase to Evaluation and Management - Other $1005 $845,272 $29,728 $875,000
Increase to Medical Home Pilot Program $222,255 $107,352 $3,776 $111,127
Increase to Substance Abuse $750,000 $362,259 $12,741 $375,000
Increase to Radiology $2,250,000 $1,086,778 $38,222 $1,125,000
Increase to Vision Benefits $500,000 $241,506 $8,494 $250,000
Increase to Dental Services $3,500,000 $1,690,543 $59,457 $1,750,000
Increase to Prenatal Plus $500,000 $250,000 $0 $250,000
Increase to Managed Care Organizations $1,425,185  $688,382 $24,211 $712,592
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Tablel
Calculation of Impact to Inpatient Hospital
Row tem Total Notes
A FY 06-07 Expenditure for Inpatient Hospital $3687,402| Exhibit N, page EN-1.
B Estimated Increase in Caseload from FY 06-07 to 1.50%| Exhibit B, page EB-1.
FY 07-08
C Estimated FY 07-08 Expenditure $309,257,YEY 07-08: Row A + (1 + Row B)
D Estimated Caseload Increase from FY 07-08 to RY 0.88%)| Exhibit B, page EB-1.

08-09

Estimated Base Year Expenditure (Without Rate

E $311,979,181 Row C * (1 + Row D)
Increases)
F Requested Rate Increase 1.50%| See Narrative
. - . 5
G Estlmated FY 07-08 Expenditure at 90% of $316,658,869 Row E * (1 + Row F)
Medicare Rates
H FY 08-09 Total Request $4,679,688 | Row G - Row E

All Exhibits refer to Section E, Exhibits for MedicServices Premiums.
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Table2

Estimated Percentage Increase by Service Category (Fee-for-Service)

Estimated

: FY 08-09 Estimated Requested : Percentage
Service Category . Reimbursements
Reimbursement’ Increase . Increase
with Increase

Evaluation and Management - Age Specific Codes CRLAB7| $1,514,747 $3,415,134 79.71%
Evaluation and Management - Other $9,007,414%$1,750,000 $10,757,414 19.43%
Medical Home Pilot Program $0 $222,255 $222,255 100.00%
Substance Abuse $183,305 $750,000 $933,305 409.00%
Vision Benefits $1,494,762 $500,000 $1,994,762 33.45%
Dental Services $47,445,069  $3,500,000 $50,945,069 7.38%
Radiology $12,705,840 $2,250,000 $14,955,840 17.71%
Prenatal Plus $1,072,400 $500,000 $1,572,400 46.62%
Total $73,809,177 | $10,987,002 $84,796,179 14.89%

(1) Calculated using paid claims from the Departradviedicaid Management Information System. Edethaeimbursements only

reflect portion of claims impacted by rate increase
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Table3
Estimated Increase Including Managed Care Organizations
. Fee-for-

Service Category Service HMO PACE Total
Inpatient Hospital $4,679,688 $561,563 $109,391 $5,350,642
Evaluation and Management - Age Specific Codes 181 /517 $158,977 $30,968 $1,704,692
Evaluation and Management - Other $1,750,000 $183,667 $35,778 $1,969,445
Medical Home Pilot Program $222,255 $0 $0 $222,255
Substance Abuse $750,000 $0 $0 $750,000
Radiology $2,250,000 $236,143 $46,000 $2,532,143
Vision Benefits $500,000 $52,476 $10,222 $562,698
Dental Services $3,500,000 $0 $0 $3,500,000
Prenatal Plus $500,000 $0 $0 $500,000
Total $15,666,690 $1,192,826 $232,359  $17,091,875
Definitions HMO: Health Maintenance Organization

PACE: Program of All-Inclusive Care for the Elderly

Assumptions for Calculations

For all calculations, the impact to the Healthre&CBxpansion Fund is calculated based on

the Department’s FY 06-07 actual expenditure. Hpally, in FY 06-07, 3.40% of State
expenditure was from the Health Care Expansion Fuiithe Department holds that
percentage constant and adjusts fund splits basetab percentage. Rate increases for
services are applied without respect to eligibiiategory. When a client in an eligibility
category which is funded from the Health Care Egman Fund (such as Expansion
Adults) utilizes a service which has received @ natrease, the additional expenditure
must also come from the Health Care Expansion Fund.

In general, all estimated figures for FY 08-09 &esed on historical expenditure and
caseload trends. Actual experience will diffemfrthe projection. Unforeseen increases
in caseload or utilization could cause the Depantm& require an additional
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appropriation in the future for these services. y Aibservable difference between the
estimate and the actual experience will be adjusteétie Department’s Budget Request
for Medical Services Premiums in November 2008 agloruary 2009.

Inpatient Hospital

The Department has estimated the increase to @mpahiospitals based on FY 06-07
actual expenditure and projected caseload andzatidn trends. This analysis is

performed at the aggregate expenditure level, agyx@ease to the base rate of each
hospital and does not affect the relative valuéhefclaims submitted. In particular, this
analysis assumes that the Department will not adjus inpatient hospital payment

methodology to match the new Medicare methodoldfpceve October 1, 2007. In the

event that the Department does update the paymetitonology, a separate Budget
Action will be submitted.

Fee-For-Service Categories

For evaluation and management procedures, medmale$, vision benefits, dental

benefits, and radiology, calculations are perforneeda procedure code basis. The
Department calculated the estimate by analyzingnslaat the procedure code level,
inflating for increases in caseload and applying thte increase. This methodology
assumes that utilization rates will remain constaBecause of the size and complexity of
the estimate, detailed calculations are not presgenalthough further information is

available on request from the Department.

Managed Care I mpacts

The Department has based impacts for managed ogaeizations, including both health
maintenance organizations and the Program of Alukive Care for the Elderly, on
actual FY 06-07 experience. Although actual emelit in these programs may differ
from the FY 06-07 level, the aggregate impact fachecategory (e.g. inpatient hospital)
will remain the same regardless of the distributidrenrollment. The Department will
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Impact on Other Government Agencies:

Cost Benefit Analysis

Implementation Schedule

Statutory and Federal Authority

adjust for any discrepancy between the actual eqmss and the estimate in its Budget
Request for Medical Services Premiums in NovembBé82and February 2009.

Estimates for managed care impacts are calculayedphtting total managed care
expenditure by service category based on histedddr-service expenditure. Because of
the size and complexity of the estimate, detail@dutations are not presented, although
further information is available on request frora tepartment.

None.

For this Request, a quantitative cost-benefilyaigis not applicable. Cost savings may

not be realized in the near future but costs avbideer the long term may be

considerable. The Department believes that thesesgnificant benefits to increasing

provider rates, including:

* Maintaining client access to primary care and emmcy health care services

* Maintaining client access to specialty serviceghsas the Medicaid substance abuse
benefit

* Increasing provider participation in the Medicardgram

* Preventing adverse health outcomes, which are gilnenore costly than primary
care services

For these reasons, the Department believes thattre- and long-term benefits of
increasing provider rates outweigh the costs.

The new rates will be effective July 1, 2008

25.5-4-104, C.R.S. (2007). Program of medicaktesce - 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
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Performance Measures:

with Title XIX and this article and articles 5 and 6 of thistitle. 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. (2007). Mandatory provisionbgilde groups - repeal.

(1) 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 services that are specified in sections 25.5-5-202 and 25.5-5-203.

This Change Request affects the following Perfoicedvieasures:

Increase the number of clients served through tadgentegrated care management
programs.

Increase the number of children served through dicdeed medical home service
delivery model.

Improve access to and the quality of Medicaid Iheedire as demonstrated through
improvements in the Medicaid Health plan scoresHmalth Plan Employer Data

Information Set (HEDIS) measures.

The Department believes that maintaining an adegpidvider network through fair and
competitive rates will increase overall access ¢alth care, thereby increasing customer
satisfaction and quality of health outcomes. Adddlly, the Department believes that the
Medical Home pilot program will increase the numioérchildren served in a medical
home in FY 08-09 and beyond.
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Schedule 13

Change Request for FY 08-09 Budget Request Cycle

‘ - ' :DECISIOII [tem FY 08.09 7‘ - Base Reducmm Item FY 0809 7 uSupplemeﬂnm}l} FY 0708 Budget Requesi A‘lﬁendmen} FY 0809
| Request Title: _Additional FTE to Restore Department Efﬂuency and Functionality _ \ P » ' )
Department: _:Health Care Policy and Financing , Dept. Approval by:/R\JUhn Baggholome J& Date: Ng ember1 2[][]7
Priority Number: . DW7 . OSPB Approvat: Me ” " oxe fofir , y :/o‘l
1 2 3 1 5 6 7 8 j 10
Total Decision’ Total Change
Prior-Yeai Supplemental Revised Base Base November 1 Budget Revised | from Base
) Actual Appraopriation Request Request _Request Reduction Request Amendinert Reguest {Coluimn 5¢
_ Fund FY 06-07 Fro7os | Fyo7-08 FYo7-08 | Fy08.09 FY 02-09 Froso0s | Froso9 | Fros090 | Froe1o
Total of All Line items | Total|] 16456965] 17,755,055 0| 17755055] 19884683 488048 | 20372731 0| 20372731 494 672
FTE| 2264|2453 00 2453 295 73|  ees ool  =we8] 8.0
- GF|  Bp41,302 7,756 051 0 7756051 | 8254995 269,735 8524730 0 8524730 275114
GFE 0 0 0 , 0] . 0 0 0 0 0 0
CF o] 154890 0 154850 216481 0 216 481 0 216,481 _ 0
CFE| 407157 ' B07 032 i) 607032| 2148288 G420 2098868 0| 2096 868 (65 555)
FF 9,408,506 9,237,082 0 9,237 082 9,264 819 269,733 9534552 0 9534 652 275,113
{1} Executive Directoi’s
Office, Personal Total| 15260951 | 16,715,630 0| 187156590| 18860743 413855 | 19274598 0| 19274598| = 450948
Services FIE| 2254 245.3 00 2453 2595 73 268 00l 266.8 8D
~ GF| 6054885| 7261822 0 726182 7768853 230263| 7998916 0 7998916 250,839
GFE o] 0 0 ol _ of o o] o| 0 0
cF| 0 140,495 0 140 495 212681 | a 212581 0 212 681 0
CFE 399,006 592 486 0 592486 2121195 @6 E70)| 2074525 0 207452 (60,729)
FF 8,807,100 8.720,787 0 8.720,787 8,758,214 230,262 9,958,476 0 8,988,476 250,838
{1} Executive Director’s
Office. Operating Total] 1196014 1039465 0| 1039485 1023940 74,193 1098133| ol 1p98133) 43724
Expenses LFTE[ ool o op| 0ol 00 00 ooy ool oo ool op
GF 586,457 | 494229 a 494229 486342 39472 525814 0 B%Eg14] 24275
Gre| ol o] 0 o] o] o _.Q 0 of o
crl o] 1439 o) 143 3800 0| 380 ol 3sm| o
 CFE 8151 14546 0| 14546 27 093 (4,750) 22,343 0 22343 (4,825)
FF 601.406 516,295 0 516,295 506,705 39 471 546,176 0 546,176 24275

Letternote revised text:

| Cash Fond name/number, Federal Fund Grant name: State Constitution. FF: Title XIX
| IT Request: Yes ¥ No N B
Request Affects Other Depaltments Y Yes Mo If Yes, List Other Departments Here: Department of Human Services

'CFE source is the Old Age Pension Fund appropriated to the Department of Human Sevices, pursuant to Article 24 of the
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CHANGE REQUEST for FY 08-09 BUDGET REQUEST CYCLE

Department:

Health Care Policy and Financing

Priority Number:

DI-7

Change Request Title:

Additional FTE to Restore d&#pent Efficiency and Functionality

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

[ ]Base Reduction Item FY 08-09
[ |Supplemental Request FY 07-08

SELECT ONE (click on box):

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

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

Short Summary of Reguest

Background and Appropriation History

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

This request is for 7.3 additional base-buildifgE, equivalent to 8.0 FTE annualized,
needed to restore efficiency and functionality tepBrtment programs. The requested
FTE would enable the Department to be proactivésirefforts to meet strategic plan
objectives, ensure high quality health care isvdedid in the most cost-effective manner
possible, and improve customer satisfaction witbgpams, services and care. Since the
budget-cut years of FY 02-03 and FY 03-04, the D@pent has experienced a significant
staffing shortage. Recent gap analysis confirms tth&@ number of FTE in several critical
program areas is below minimum productivity thrdgdbo This lack of sufficient staff
resources has necessitated a shift in focus fraxeeshing standards to meeting minimum
requirements, and has contributed to a decreaskeirDepartment’s customer service
ratings and in the effectiveness of affected progra

The budget-cut years of FY 02-03 and FY 03-04 didallow the Department to request
necessary additional FTE as its responsibilitiesvgiFollowing these years, existing staff
absorbed steadily increasing workloads with ovegtion a routine basis, and project
delays grew common. Due to the statewide shortaGeperal Fund dollars available, the
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General Description of Reguest

Department made a concerted effort to be sparints irequests for needed FTE, and
resisted making requests to create new FTE foatluitional workload. Since that time,
the Department has experienced substantial turnanedrprolonged position vacancies.
Analysis of employee exit interview data shows gonity of turnover is attributed to
rising stress levels, more work than can be acdshgul, a lowered sense of staff morale,
and erosion of institutional knowledge and expeseat the Department. In addition,
assessments by former Medicaid directors from Qreggal Texas, and consultants from
the National Governors Association conclude that Drepartment has a significant staff
shortage which is a growing detriment to its operst The Department is unable to keep
pace with the incessant requests for informatiordeives from a variety of sources, and
Department staffs are continually preoccupied waicting to arising issues and crises. As
a result, it has become impossible for the Depanti:iexisting FTE and supervisory staff
to plan ahead or be proactive in their respectrogam areas.

To address some of these issues in FY 07-08, thmareent's Executive Director
expanded the leadership roles of two key positiwid by existing FTE in FY 06-07:

e The Privacy and Public Policy Division Director (M&gement) position was
upgraded to Client and Community Relations Officee€tor (Senior Executive
Service) and

» the Medical Assistance Office Contract Administra(@General Professional V)
position was upgraded to Legal Division Directoraiddgement).

In addition, Executive Director Joan Henneberry imagle Department productivity and

efficiency analysis a top and ongoing priority. Whihe Department will absorb the

incremental salary increases for the two positioanges described above in FY 07-08, it
has identified a critical need for 7.3 addition@BE~beginning in FY 08-09 to restore core
functionality and efficiency to its programs.

This request is for total funds of $488,048 am8l FTE in FY 08-09, equivalent to 8.0
annualized FTE, to restore staff productivity atabdity at the Department. Only sections
with considerable need for additional FTE, as deedr below, are included in this
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request. This request also includes a reductioh@fTE Accountant Il in the Old Age
Pension State Medical Program due to infeasibdityestablishing a stand-alone drug
rebate program.

Agency Administration and Operations Office

1.0 FTE Eligibility Determination Monitor (General Professional 111)

Currently, the Department employs 3.0 FTE in itsdiaid Eligibility Quality Control
unit, consisting of one team lead and two staffe Thurpose of this unit is to review
Medicaid eligibility determinations and ensure cdiamze with federal and State eligibility
rules and procedures. This unit assesses the agcanad timeliness of eligibility
determinations to avoid inappropriate payments al@ht determination delays, and
advises State and county administrators and medgsastance site personnel of review
findings through individual case reports and progonmary reports. In addition, this unit
recommends ways to improve the accuracy and tiesdirof eligibility determinations.
Given the number and complexity of reviews, repaatsl recommendations made by this
unit, the current number of FTE is insufficient ahé Department has fallen behind. This
was documented in a June 19, 2007 letter from #ateals for Medicare and Medicaid
Services, which noted that the Medicaid Eligibif@uality Control unit is understaffed and
insufficient to meet the maintenance of effort reggt To restore this unit’s ability to
function effectively and remain compliant with federequirements, the Department
requests an additional 1.0 FHigibility Determination Monitor.

Budget Division

1.0 FTE Budget Analyst - Other Medicaid-Funded Agencies (Budget Analyst |)

An additional 1.0 FTE Budget Analyst | is neededhe Budget Division to assist with
oversight of 26 budget lines, totaling $409,838,3that provide Medicaid funding to
three other State agencies: the Department of HiBeavices, the Department of Public
Health and Environment, and the Department of Regut Agencies (November 1, 2007
FY 08-09 Budget Request). Currently, the Departniest 1.0 FTE Budget Analyst I
responsible for monitoring expenditures, allowaltlarges, and compliance with State and

Page G-4



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIRANS; FY 08-09 BUDGET REQUEST

federally mandated program changes for each ofetl2€s programs. As a result, this
position only has time to perform high-level anslysf each one. There is very little time
to delve into each line item and understand whethremot the program is being
administered in accordance with State and fedavaldnd offering the services required
by State and federal authorities. In addition, nfdhese 26 budget lines absorb most of
the existing Budget Analyst's time: Colorado BetsefiManagement System and
Developmental Disability Services. Monitoring theol@ado Benefits Management
System budget line is complex and dynamic due émtimber of eligibility and processing
changes required by State and federal agencies.D&kelopmental Disability Services
budget line is equally complex because the Stdaeities for developmental disabilities
have undergone substantial changes over the pasty¢ars. These changes include
unbundling of rates, development of more accurdlirgomethodologies, conversion of
regional centers into intermediate care facilif@sthe mentally retarded, and a number of
other federally mandated changes.

The requested 1.0 FTE Budget Analyst | is also edetb assist with analysis and
monitoring of other budget line items that curngmiked more scrutiny than they are
receiving as a result of staffing shortages anth hignover in the Department’s Budget
Division. For example, assistance is needed teebetbnitor and report on Department
expenditures for County Administration, Old Age Blen State Medical Program, and
Medicare Modernization Act of 2003 State ContribntPayment. With an additional 1.0
FTE in the Budget Division, the Department wouldalse to conduct more thorough and
detailed analysis of these expenditures on a redudais, and cover knowledge gaps
created by a persistent loss of Budget Divisioff stger the last several years.

Client and Community Relations Office

2.0 FTE Customer Support Interns

The Customer Service section exists to provideglesifocal point within the Department
for communications with clients, providers, and theneral public. The Department
currently has 6.0 FTE in this section to answerstjors, address problems, assist callers
in navigating the health care system, and inforients of program features, benefits and
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options. To perform these functions well, Custor@ervice staff must be highly trained
and knowledgeable about all facets of Departmengnams. In addition, a sufficient
number of FTE are needed to answer calls at aofatbout 1,500 calls each per month.

Over the last two years, high turnover and new-tates have caused a significant portion
of this section’s FTE to remain in various stagésraning. This has had the effect of
continually suppressing the number of calls that lma answered as experienced staff slow
down to train newer staff. In turn, this causeshéigcall abandonment rates and a
repeating cycle of customer dissatisfaction, moceming calls, more frustrated staff and
turnover, and once again, decreased call answeaipgcity. Research completed in 2006
on similar customer service entities outside th@ddenent shows that the Department
answers a lower percentage of calls, has higherdalbenent rates, greater wait times, and
fewer FTE per calls received than comparativeasiters (Table 1). In addition, call data
from calendar year 2006 show the number of callsemsing, with a total of 179,712 calls
received; of which, 68,201 or 38% were unanswered.

The Customer Service section is a critical parthef Department’s infrastructure, and its
understaffing problem needs to be resolved. To awgrcall answering rates, decrease
turnover, and increase the experience level angelaty of staff in the Customer Service

section, an additional 2.0 FTE Customer Supposrrhs are needed. This would enable
the Department to break its current cycle of ineigiffit staff support and turnover, and do
a better job serving clients, providers, and theegal public.
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Table 1 - Customer Service Call Center Data Analysi
Affiliated
Computer Affiliated
Department of Services - Computer
Health Care Children's Services -
Department of Policy and Health Plan Provider
Revenue Financing HealthColorado Plus Services
CY 200t CY 200t SFY 05-0¢ SFY 05-0¢ CY 200t
Total Calls Received 379,7p9 141,252 74)021 174,854 , 4536
Total Calls Answered 272,448 96,830 71,p35 167,319 1R,
Total Calls Abandoned 107,281 44,422 2[786 111,535 76,31
% Total Calls Answered 70.20% 67.39% 96.44% 94.p0% 88|57
% Total Calls Abandoned 28.259 32.619 3.76% 6.29% 10.43%
Average Length of Call 3:46 3:82 3:p08 4123 349
Call Center Staff 16 6 g 15 13
Daily Hours of Service 7.5 Hours 8 hours 8 hours 10rdi0u 8 hours

1.0 FTE Business Analysis Statistical Analyst (Statistical Analyst 11)

The Business Analysis section performs most ofDbpartment’s data analysis, including
work on fiscal notes, accounting reconciliationdjamge requests, audits, disease
management and quality improvement efforts, progmatic reporting, waiver cost
effectiveness submissions, external data reseainests and ad hoc analysis. In recent
years, the Business Analysis section has becomeasiagly unable to keep pace with the
demand for analysis and reports from managers tafid $he Department relies heavily
on this section for support in making policy ana@gmam decisions. While the original
charge of the section was to handle requests fleenMedical Assistance Office, its
purview has expanded to supporting the entire Dyt as well as researching external
requests. In particular, both the Budget Divisiow dhe Quality Improvement section
request large quantities of data for analysis oregular basis, and these requests are
typically complex. This has caused a large numbkmprojects to be delayed and
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reprioritized, and this is compounded as incomiguests exceed the section’s capacity
to respond. To alleviate these problems and imptheeajuality and timeliness of business
analysis reports, an additional 1.0 FTE Statistieadlyst Il position is needed.

3.0 FTE External Training Unit - Program Eligibility and | mplementation Division
Various staffs within the Department currently pdavliimited training on program, policy
and operations issues. The eligibility policy ur@teives the most requests for training,
primarily from counties; but also receives requdisisn community resource centers and
other stakeholders. The Department is unable, herwvdw accommodate more than a
fraction of the training requests it receives. Aligh the Colorado Benefits Management
System is designed to provide uniformity and stagidation to the eligibility
determination process and diminish variation atcienty level, this has not yet happened
to a large extent. Questions related to the ingtgbion and implementation of policy
changes, new federal requirements, and State lams d constant stream of training
needs at the county level. To manage these trainegegs in the most cost-efficient
manner possible, the Department typically holds foufive training sessions per year at
various conferences throughout the State. For mdnoyneed Medicaid training, it is not
possible to take advantage of the limited numbelr lanation of trainings offered by the
Department in a given year. As a result, countineians and others involved with the
Department’s programs often lack a current, complet accurate understanding of
Medicaid policy issues, including the basic reguieats for Medicaid eligibility, the new
citizenship and identity documentation requiremeits how specific assets are to be
treated for eligibility purposes.

Creation of an external training unit in the Progré&ligibility and Implementation
Division would enable the Department to provideued training to counties, community
resources centers, and other stakeholders whedleche€his training unit would assist the
existing 1.0 FTE County Oversight Liaison, as wadl relieve the burden on various
Department staff to react to client eligibility ies and other problems caused by a lack of
training. The external training unit would consist 1.0 FTE Training Coordinator
(General Professional V) plus 2.0 FTE Trainers @ahProfessional 1V). It would
function similarly to training units currently enoyied by other agencies with high levels of
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community interaction and large, diverse groupsstakeholders. The new unit would
provide training more frequently, more consisterglyd at more locations throughout the
State than the Department can currently providedittion, this training unit would have
the ability to hold regular trainings in areas ttta# Department does not currently have
the funds to reach, including public trainings kbeenal partners.

The additional 1.0 FTE Training Coordinator (Gehéteofessional V) would be based
primarily in the Metro Denver area and would haversight of all training materials. This
includes development of training curricula, tesgimgsentations for clarity, and overseeing
the format design of all training resources. Thesitmmn would provide policy and
operations training for Medicaid, Children’s Baklealth Plan, and the Colorado Indigent
Care Program to county personnel, medical assistaites, providers, community
resource centers, stakeholders and advocates doM#tro Denver area. The position
would represent the Department to many externadigsaand supervise the additional 2.0
FTE Trainers requested. In addition, 2.0 FTE Tmaingeneral Professional 1V) are
needed to train county personnel, medical assistaibes, providers, community resource
centers, and advocates located in the Western Sibpentains, Front Range and Eastern
Plains regions. Due to the extensive travel requargs and supplies needed for this new
external training unit, an additional $40,000 irtatofunds for Operating Expenses is
requested.

1.0 FTE Website Administrator (Information Technology Professional 111)

Feedback from stakeholders, clients, providers staff indicates that the Department’s
website is problematic. It is hard to use, takes lomg to find information and does not
consistently include current or accurate informatim addition, the State Internet Portal
Authority has noted that not all of the links amedtional. Currently, the Department does
not employ a dedicated website administrator. hdtevebsite updates are posted during
the spare time of 1.0 FTE in the Information Tedbgg Division who is primarily
responsible for database administration and teahsigpport. Because the Department’s
website must be a reliable and complete sourcefafmation for the public, an additional
1.0 FTE Website Administrator is requested in tiferimation Technology Division.
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To address the Department’s website issues, ExecDirector Joan Henneberry created
a website task force in April 2007 to conduct arthmh needs-based analysis and provide
recommendations for website redesign. One of tis& farce recommendations is to
enhance the Department’s website to transitioroinfa research oriented site to a more
client and provider friendly tool with options toownload data and reports. To
accomplish these objectives, the Department need$edicated 1.0 FTE Website
Administrator to develop the website format, cooatie with program staff for content,
migrate information into the new site, establisprapal and posting procedures, conduct
ongoing evaluations, and coordinate with the hestise provider. This position would
also be responsible for quality assurance, orgapinformational needs and updates from
various sections, and for conducting user surveysddition, this position is needed to
remain current on relevant federal and State réguk and compliance. For example,
Title VI of the Civil Rights Act of 1964 requiredient portions of the Department’s
website to be translated into Spanish. The reqdeSTéE is needed to coordinate the
translation of all client-related content placed thie site. Finally, this position would
ensure that necessary changes are made to the seshiportal and be a resource to the
web portal contract manager.

Eliminate 1.0 FTE Accountant || in the Old Age Pension State Medical Program

In FY 05-06 the Department received an appropnatiy 0.25 FTE Accountant II, with
continuation funding for 1.0 FTE in FY 06-07 and BY-08, to establish a stand-alone
drug rebate program in the Old Age Pension Statelidde Program (S-11, BA-4
“Funding to Establish an Old Age Pension State kdProgram Drug Rebate Program,”
January 3, 2006). The source of funding for thi€A3 a Cash Funds Exempt transfer
from the Department of Human Services’ Old Age RenBund.

Prior to hiring the appropriated FTE, the Departtmy@ocured a contractor to assist with
internal research and planning to determine theiddity of the proposed drug rebate
program. A contractor was selected in lieu of lgiihe FTE to avoid potential layoffs in
case the program did not demonstrate sufficiersildéigy. The total cost of the contractor
was $10,040 in FY 06-07, and was paid using Casid$uExempt from its Personal
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Services appropriation. The study was completdelird6-07, and results concluded that
the program would not be cost-effective for thet&ta Colorado.

Research was conducted in seven other statesdimgliflaska, California, Maryland,
Minnesota, New Mexico, Virginia, and Washingtondetermine the success of stand-
alone pharmaceutical assistance programs. Thercasebjectives were to find out if any
of these states had implemented a stand-alone réhaje program, and if so, what the
results were, whether the state was using a vefiod@ny or all of the services, and what
staffing level was required to support the progr@hthese seven states, only Minnesota
has a stand-alone program for a population sirtdaColorado’s Old Age Pension State
Medical Program. While Minnesota’s program has lteduin savings of approximately
8%, its limited success is attributed to highelizatiion rates than achieved in Colorado
and to program-specific negotiation alternatives. Minnesota, it is agreed that if
manufacturers do not provide rebates to the progthenprogram does not cover any
costs for those drugs. Also, in order for Coloradcsucceed in getting pharmacies and
manufacturers to participate in a stand-alone delmte program, the program would
have to increase pharmacy reimbursement ratestterourrent rate of 70% to 100% of
the Medicaid reimbursement rate. Therefore, savings the program would have to
exceed the cost of this 30% reimbursement rateaser (estimated to be approximately
$2.1 million), plus cover the rebate program’s @peg costs. Colorado’s Old Age
Pension State Medical Program, however, does net ra sufficient number of
participating clients to support the required fungdineeds for such a program.

As a result, the Department requests eliminatioh.0fFTE Accountant Il in the Old Age

Pension State Medical Program. Since the fundimgHis FTE is a cash funds exempt
transfer from the Department of Human Services’ Aj@ Pension Fund, this reduction in
FTE would have no fiscal impact on General Fundederal funds. Rather, the moneys
for this FTE would remain in the Department of Hin&ervices’ Old Age Pension Fund
for expenditure elsewhere under the program.
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Consequences if Not Funded:

If an additional 8.0 annualized FTE are not appeded, the Department’s existing staff

would continue to absorb excess workload. Proditigtevels would likely decrease,
leading to more project delays, staff frustratiod &rnover. If the surplus workload
continues to be carried by an already extended gtafDepartment may lose even more
institutional knowledge and experience than itteadate, making it increasingly difficult

to attract and retain employees who are dedicatddacused on their jobs. These

consequences would ultimately weaken the Departeahility to be proactive in
fulfilling its mission and the Ritter administratis “Colorado Promise.” In addition, it is
likely that fewer clients, providers and stakehoddeould receive the levels of customer
service and support that they expect and deserve.

Calculations for Request:

Table 2 - Summary of Request FY 08-09

Total Request $488,048 $269,735 ($51,420) $269,733 7.3
(1) Executive Director’s Office, Personal Services $413,855 $230,263 ($46,670) $230,262 7.3
(1) Executive Director’s Office, Operating Expenses ~ $74,193 $39,472 ($4,750) $39,471 -

*Cash Funds Exempt source is the Old Age Pensior Byppropriated to the Department of Human Seryipassuant to Article 24

of the State Constitution.

Table 3 — Summary of Request FY 09-10

Total Request $494,672 $275,114 ($55,555) $275,113 8.0
(1) Executive Director’s Office, Personal Services $450,948 $250,839 ($50,729) $250,838 8.0
(1) Executive Director’s Office, Operating Expenses  $43,724 $24,275 ($4,826) $24,275 -

*Cash Funds Exempt source is the Old Age Pensior Byppropriated to the Department of Human Seryipassuant to Article 24

of the State Constitution.
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Table 4 - Personal Services and Operating Expenskyg Position Title and Fiscal Year
Fiscal Year(s) of Request Fyos8-0c | Fyvoo-ic | Fvosoc | Fyoo1c | Fros-oc | Fyo9-ic
PERSONAL SERVICES
Eligibility Determination Budget Analyst - Other
Monitor (General Medicaid-Funded Agencies|
Professional Il1) (Budget Analyst I) Customer Support Intern
Number of PERSONS / class title 1.0 1.0 1.0 1.0 2.0 2.0
Calculated FTE per classification 0.9 1. 0.9 1.9 1.8 2|0
Estimated annual base salary $ 44,736 - 43,457 - 35,160 -
Number monthworkingin FY 08-09 and FY 09-1( 11 12 11 12 11 12
Salary $41,157 $44,73¢ $39,976 $43,4p2 $64,343 $704320
PERA 10.15% $4,177 $4,541 $4,058 $4,410 $6,5B1 $7,137
AED 1.60% $659 $716 $64( $69p $1,049 $1,1p5
SAED 0.50% $206 $224 $20( $21f $322 $3%2
FICA 1.45% $597 $64¢ $58( $63( $93: $1,02(
Subtotal Personal Services $46,796 $50,8664 $45,454 $49,4p4 $73,158 $79)954
OPERATING
Supplies @ $500/$500 $ 500 $460 $500 $46( $50p $915 $1,000
Computer @ $900/$0 $ 900 $900 $0 $900 $( $1,80p 40
Office Suite Software @ $330/$0 $ 330 $330 $0 $330 $( $660 R o)
Office Equipment @ $2,225/$0 $ 2,225 $2,225 $0 $2,224 $9 $4,450 $0
Telephone Base $450/$450 $ 450 $414 $450 $414 $45D $824 $900
Travel Expenses for External Training Unit $0 $0 $0 $0 $0 $(
Printing and Postage for Drug Rebate Program $0 $0 $0 $0 $0 $(
Subtotal Operating $4,32¢ $95( $4,32¢ $95( $8,64¢ $1,90(
GRAND TOTAL ALL COSTS $51,125 $51,814 $49,783 $50,3p4 $81,807 $81)854
*Each FTE would work 12 months per fiscal year. Dou¢he pay date shift, however, only 11 monthzagfwere estimated in FY 08-09.
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Table 4 (continued) - Personal Services and Operatj Expenses by Position Title and Fiscal Year
Fiscal Year(s) of Request Fyos8-0c | Fyvoo-ic | Fvosoc | Fyoo1c | Fros-oc | Fyo9-ic
PERSONAL SERVICES
Business Analysis Statistica} Program Eligibility Training
Analyst (Statistical Analyst Coordinator (General Program Eligibility Trainer

1)} Professional V) (General Professional V)
Number of PERSONS / class title 1.0 1.0 1.0 1.0 2.0 2.0
Calculated FTE per classification 0.9 1. 0.9 1.p 1.8 2|0
Estimated annual base salary $ 53,688 - 62,957 - 54,360 -
Number monthworkingin FY 08-09 and FY 09-1( 11 12 11 12 11 12
Salary $49,393 $53,688 $57,9116 $62,9p2 $99,479 $108{720
PERA 10.15% $5,013 $5,449 $5,878 $6,340 $10,007 $11,035
AED 1.60% $790 $859 $927 $1,00f $1,592 $1,740
SAED 0.50% $247 $268 $29( $31p $497 $544
FICA 1.45% $71€ $77¢ $84( $91: $1,44: $1,57¢
Subtotal Personal Services $56,159 $61,041 $65,8591 $71,5f7 $113,107 $123|615
OPERATING
Supplies @ $500/$500 $ 500 $460 $500 $46( $50p $915 $1,000
Computer @ $900/$0 $ 900 $900 $0 $900 $( $1,80p 40
Office Suite Software @ $330/$0 $ 330 $330 $0 $330 $( $660 R o)
Office Equipment @ $2,225/$0 $ 2,225 $2,225 $0 $2,224 $9 $4,450 $0
Telephone Base $450/$450 $ 450 $414 $450 $414 $45D $824 $900
Travel Expenses for External Training Unit $0 $0 $13,333 $13,33B $26,667 $26,467
Printing and Postage for Drug Rebate Program $0 $0 $0 $0 $0 $(
Subtotal Operating $4,32¢ $95( $17,66. $14,28! $35,31¢ $28,56°
GRAND TOTAL ALL COSTS $60,488 $61,991 $83,51f3 $85,8p0 $148,423 $152]182
*Each FTE would work 12 months per fiscal year. Dou¢he pay date shift, however, only 11 monthzagfwere estimated in FY 08-09.
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Table 4 (continued) - Personal Services and Operatj Expenses by Position Title and Fiscal Year
Fiscal Year(s) of Request Fyos-0c | Fvog-1c | Fyos-oc | Fyo09-1c Fy 08-0¢ | FY09-1c
PERSONAL SERVICES
Website Administrator
(Information Technology Drug Rebate Program
Professional Il1) Specialist (Accountant Il)
Number of PERSONS / class title 1.0 1.0 1.0 1.0 GRAND TOTAL
Calculated FTE per classification 0.9 1. -0.9 -1.p 7.3 8.(
Estimated annual base salary $ 57,360 - 44,614 - - -
Number monthworking in FY 08-09 and FY 09-1( 11 12 -11 -12 - -
Salary $52,771 $57,36( ($41,047) ($44,6]6) $363,988 $396(612
PERA 10.15% $5,356 $5,822 ($4,16p) ($4,549) $36,944 $40,p55
AED 1.60% $844 $918 ($657) ($71p) $5,824 $6,316
SAED 0.50% $264 $287 ($208) ($22B) $1,821 $1,9B4
FICA 1.45% $76¢ $83: ($595 (9647 $5,27¢ $5,75!
Subtotal Personal Services $60,000 $65,214 ($46,670) ($50,7p9) $413,855 $450]948
OPERATING
Supplies @ $500/$500 $ 500 $460 $500 ($460Q) ($50p) $3,670 $4,0p0
Computer @ $900/$0 $ 900 $900 $0 $0 $0 $8,100 L)
Office Suite Software @ $330/$0 $ 330 $330 $0 $0 $q $2,970 0
Office Equipment @ $2,225/$0 $ 2,225 $2,225 $0 $0 $( $20,02b 40
Telephone Base $450/$450 $ 450 $414 $450 ($414) ($45p) $3,304 $3,6p0
Travel Expenses for External Training Unit $0 $0 $0 $0 $40,000 $40,000
Printing and Postage for Drug Rebate Program $0 $0 ($3,876 ($3,87§) ($3,876) ($3,8f6)
Subtotal Operating $4,32¢ $95( ($4,750 ($4,826 $74,19! $43,72:
GRAND TOTAL ALL COSTS $64,329 $66,164 ($51,420) ($55,5p5) $488,048 $4941672
*Each FTE would work 12 months per fiscal year. Do¢he pay date shift, however, only 11 monthzagfwere estimated in FY 08-09.
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Assumptions for Calculations In calculating the cost for additional FTE, thedartment based salary estimates on range

minimums for the position classes published by epartment of Personnel and
Administration. The Department also added commolicyppercentages of 10.15% for
Public Employees’ Retirement Association contribofi 1.6% for Amortization
Equalization Disbursement, 0.5% for Supplemental oAmation Equalization
Disbursement, and 1.45% for Federal Insurance @aomibns Act tax. In addition, to
account for the pay date shift, only 11 monthsaf were estimated for each FTE in FY
08-09.

Operating expenses for the first year of employmeate based on common policy
amounts of $500 for supplies, $900 for a compu$&30 for Microsoft Office suite
software, $2,225 for office equipment, and $450té&ephone. Subsequent year operating
expenses were assumed to include $500 for sugiliesp450 for telephone. In addition,
the Department assumed the new external trainifignauld require $40,000 per year in
Operating Expenses due to the extensive traveltraming supplies needed. Operating
Expenses for the requested elimination of the IT& FAccountant Il Drug Rebate
Program Specialist were further reduced by $3,876ash funds exempt to account for
funds appropriated to this position for printinglgostage.

Cost Benefit Analysis

Cost Benefits

$488,048 The requested 8.0 FTE, annualized, would bringifgsignt gains to various Department programs byedasing the
number of projects completed on time, and enalstiaff to focus more on quality than is possibldwtite current staff
shortage. In addition, the new external trainingt would increase knowledge and understanding ammmgty
personnel, medical assistance sites, providersymtoity resource centers and other stakeholderst dbepartment
programs, procedures and requirements. In addigonjmproved website would facilitate public accéssand
understanding of Department programs and serviddditional customer support staff would improve tcunser
satisfaction ratings, reduce the high rate of abaad calls, and alleviate staff frustration resgltin turnover. The
requested additional FTE would enable the Depattheebe proactive in exceeding expectations, aockase overall
productivity and efficiency through better teamwarid higher staff morale.
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Statutory and Federal Authority

24-50-101 et. seq., C.R.S. (2007) State Pers@ystem Act.... (1) ... It is the purpose
of this article and the personnel rules adoptedspant to this article to provide a sound,
comprehensive, and uniform system of personnel gesment and administration for the
employees within the state personnel system. .af3)t(is the purpose of the state
personnel system, as a merit system, to assureathaalified and competent work force
is serving the residents of Colorado and that amryspn has an equal opportunity to
apply and compete for state employment.

24-50-104 (1) (a), C.R.S. (2007) Job evaluation emchpensation, total compensation
philosophy.... (I) It is the policy of the state to provide préiey total compensation to
officers and employees in the state personnel rsydi® ensure the recruitment,
motivation, and retention of a qualified and conepétwork force. For purposes of this
section, "total compensation” includes, but is lwoited to, salary, group benefit plans,
retirement benefits, performance awards, incentipesmium pay practices, and leave.

24-1-107, C.R.S. (2007) Internal organization gbatément - allocation and reallocation
of powers, duties, and functions - limitations. In order to promote economic and
efficient administration and operation of a prinalglepartment and notwithstanding any
other provisions of law, ... the head of a princigdapartment, with the approval of the
governor, may establish, combine, or abolish dorsi sections, and units other than
those specifically created by law and may allocael reallocate powers, duties, and
functions to divisions, sections, and units undee fprincipal department, but no

substantive function vested by law in any offidepartment, institution, or other agency
within the principal department shall be removednirthe jurisdiction of such officer,

department, institution, or other agency under phavisions of this section.

25.5-1-104, C.R.S. (2007) Department of health qawkcy and financing created -
executive director - powers, duties, and function®) The department of health care
policy and financing shall consist of an executilector of the department of health
care policy and financing, the medical servicesrdpand such divisions, sections, and
other units as shall be established by the exeeutirector pursuant to the provisions of
subsection (3) of this section. (3) The executivectbr may establish such divisions,

Page G-17



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIRMANS; FY 08-09 BUDGET REQUEST

Performance Measures:

sections, and other units within the state depantnaes are necessary for the proper and
efficient discharge of the powers, duties, and fions of the state department; except
that such action by the executive director shalt nonflict with the implementation
requirements for the plan for restructuring theidety of health and human services in
this state...(4) The department of health care pddicg financing shall be responsible
for the administration of the functions and progesas set forth in this title.

Additional FTE would enhance the Department’s itgbito achieve the following
performance measures outlined in the FY 08-09 &jratPlan:

* Improve access to and the quality of Medicaid heedire as demonstrated through
improvements in Medicaid Health plan scores on theRlan Employer Data
Information Set (HEDIS) measures.

* Survey customer satisfaction with managed careyubim Consumer Assessment of
Health Plans Survey (CAHPS).

* Maintain or reduce the difference between the Diepamt’s spending authority and
actual expenditures for Medicaid services.
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o ~ Schedule1s
Change Request for FY 08-09 Budget RequestCy¢cle
. _DecisionttemFY0809 ¥ BaseReductionltemFY0309 _ ~ Supplemental FY0708 ~ BudgetRequest AmendmentFY 0809
Request Title:  Training for Department Staff e . . L R S
| Department: -Health Care Policy and Financing Dept. Approval by: yBartholomey Ié :Date:  _ Ngvember 1, 2007 _
Priority Number:  DI-8 QSPB Approval: A Date: ldl"/ﬂ {", I[/I/ﬂ
1 2 3 1 5 6 s 1 8 Y (]
. e Total . Decision/ | - Total Change
Prior Year | Supplemental | Revised Base Base | November1 | Budget | Revised | fromBase
o _Actual Appropriation Request Request __Request Reduction Request [ Amendmemnt [  Request [ {Colunin5)
Fund FY 06-07 FY 07-08 FY 0703 FY 0708 _FY 08.09 FY 08-09 FY 0809 FY 0809 FY 0809 FY 09-10
- 1
Total of All Line ttems | Totall  1,196014 | 1039465 0| 1039465| 1023940 100000 1323840 0 1123940 100,000
FTE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
GF| 586457 494 229 0 494 229 486342 |  50000|  536342) 0 536,342 50,000
_____ GFE o . of .0 . oy . g]. | Ry .. 0 0
_CF i 0 14,395 0 14,395 3800 | 0 3,800 0 38000 0
....... CFE| Bast) 14546 g . 14546 27093) 0 . 27,093 ) .. 27093 .8
FF 501,406 516295 0 516,285 506,705 50,000 556,705 0 556,705 50,000
(1) Executive Director’s [ N _ _ T -
Office, Operating | Total| 1195014] 1033465 0} 1033485 1,023,940 100,000 1123840 0 1023940} 100,000
Expenses FTEl 000 0| oo0f ool 000 0 _ 0ol o0mo)  0d 00
,,,,, GF| 586457 | 494229 0 494229 486342 50000 536,342 0 536,342 50,000
GrE[ o) o] 0 o} . ol gl 0D 0 0 i)
CcF 0  143% 0 14,395 3800 | 0| 3800 o 3800 0
CFE 851 14 546 0 14546 | 27p93f 0 - 27093 gl 27093 0
FE 601,406 516,295 0 516,295 506,705 50,000 556,705 0 556,705 50,000
Le‘ﬂer.l..]..q!e e téx__t;____ R : S S e i ]
Cash Fund name/number. Fedeial Fund Girant name: FF: Title XIX
ITRequest: ' Yes ¥ =~ Ne . . P
Request Affects Other Departments: ~ Yes ¥ No If Yes, List Other Departments Here:
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CHANGE REQUEST for FY 08-09 BUDGET REQUEST CYCLE

Department:

Health Care Policy and Financing

Priority Number:

DI-8

Change Request Title:

Training for Department Staff

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

[ ]Base Reduction Item FY 08-09
[ |Supplemental Request FY 07-08

SELECT ONE (click on box):

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

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

Short Summary of Reguest

Background and Appropriation History

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

This Request is for departmental training andgesional development in the amount of
$100,000 total funds. Training and professionalettigoment moneys will enhance the
Department’s ability to attract and retain emplsyedth the skills and competencies
needed to achieve results that benefit departmgmtggrams and Medicaid clients in
Colorado.

Due to difficult economic conditions in FY 02-03et Department was forced to reduce
infrastructure and administrative costs in an ¢ffar help minimize General Fund
expenditures throughout the State. As a resuhede cuts, the Department has curtailed
employee training and professional development tverast five years to a point where
they are nearly non-existent.

Due to the reduced resources available, the Depattimas gotten creative in trying to
provide some sort of knowledge sharing and pradessidevelopment. These creative
ideas have included informal “brown bag” trainingested by Department staff to:
promote efficiencies in contract writing and admstiration; increase awareness and
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General Description of Reqguest

usefulness of Microsoft Office application funct®orenhance staff's understanding of
what each section within the Department oversepdate staff on recent changes to
Medicaid rules and regulations; etc. While thdseva items are not exhaustive, the list of
informal trainings does not demonstrate that seadéives job specific training.

In addition to these “brown bag” sessions, the D@mpent has also provided some
department-wide training. Since these trainingsevgeen as essential in order to create a
safe and respectful work environment and to prothdeappropriate level of protection of
client specific information, the Department allaxhi$16,500 for these sessions over the
last two years. FY 05-06 and FY 06-07 departmedewrainings included: 1) Privacy
and Security (Health Insurance Portability and Aggability Act of 1996); 2) Violence in
the Workplace; 3) Preventing Sexual Harassment; dphdCreating a Respectful
Workplace. Of the four sessions listed above,d@givand Security training was the only
training provided by internal staff. The othera&mwere performed by a contractor which
allowed the Department to fund using vacancy savirmgm Personal Services.

This Request is for departmental training andgesional development in the amount of
$100,000 total funds. While there is much diffigulin both the private and government
sectors) to effectively and adequately measure rétern on investment on training

expenditures, it stands to reason that employa@angaand professional development can
help to improve productivity, quality and managetr@&ipublic assets and programs.

In a knowledge-based economy, businesses, nonigoeet organizations and
governments will need more than land, capital egaigt, and technology to remain
competitive. They each need to become proficianthie recruitment, management,
development, and retention of human capital. Tkestments in training and developing
human capital are an integral part of an orgamin&ieffort to achieve cost-effective and
timely results(“The Human Capital Challenge” American Society of Training and
Development, August 2003)

The need to become more productive and cost-eféectiot only for private-sector
businesses but also state agencies, is part awoel pEHrthe Governor'sthe Colorado
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Promise (The Colorado PromiseJanuary 2007, page 19). Throughe Colorado
Promise these outcomes can be achieved in part by streagnktate government and
investing in workforce education (ibid). To thisde the Department established as one its
goals for 2007 —'Demonstrate the value of Department personnel tigio effective
recruitment, hiring, training, and retention. Atlate Department staff and resources in
ways to ensure that it addresses the organizatipnarities.”, (Department of Health
Care Policy and Financing internal website, Goals 2007, 2007). The investment in
workforce training and professional developmenas only a goal for 2007, but an on-
going effort led by the Department’s four-year amsi “Turnover of key personnel is
minimal, and HCPF [Health Care Policy and Financ]nig able to keep and attract
bright, enthusiastic, and talented professionals paoblic service.”, (Department of
Health Care Policy and Financing public websitesiaf- HCPF four years from now,
2007).

The National Governors Association recognizes tsiattes’ workforce development
systems must build a skilled workforce using higleseels of education, worker training
and lifelong learning to compete successfully i tglobal economy “Governors’
Principles to Ensure Workforce ExcellengePolicy Position, National Governors
Association, March 5, 2007). Only through a corhpresive, integrated, and flexible
workforce system will states be able to quicklypesd to the changing needs of its
workers, businesses and citizenry.

In the last decade, the American Society of Trgiramd Development has tracked the
growing field of workplace learning and performandeestimates that U.S. organizations
spend $109.25 billon on employee learning and ldgwveent annually. The average
annual expenditure per employee in the AmericaneBoof Training and Development’s
sample of large organizations increased to $1,4%4employee in 2005, an increase of
4% from the previous year figure of $1,369. Thgamizations in this sample continue to
see efficiency and performance gains as a restifteirflearning expenditures.

This request not only seeks to increase technmigiude and skill, but also to improve
non-technical or interpersonal activities suchwgsesvisory training. A skilled supervisor
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can help to improve morale, lower turnover and cedgrievances and employee appeals.
Well-trained supervisors also communicate morecetfely and understand how to create
an environment that fosters employee engagemenbgaitly.

Beginning in FY 06-07, the Department included ast pf its employed®erformance
Evaluation and Planningdocument a formalndividual Performance Objectiven
training. Through the annual employee performamsgew, the manager and employee
discuss individual training needs and professideaklopment while keeping in mind the
goals and objectives of their respective diviseettion or unit. The Department believes
these efforts may increase: 1) employee and pragedic productivity; 2) cost-
effectiveness; 3) quality; and 4) reduce costlif stanover.

In developing this request, the Department coltkctbree samples ofndividual
Performance Objectiveffom 24 of the 28 sections within the Departmenthese
samples were used to estimate training and professievelopment costs of $100,000 or
$373 per FTE. This average expenditure per FTE26&% of the average annual
expenditure per employee of $1,424 referenced én 2006 State of Industry Report
published by the American Society for Training dhelvelopment. In comparison to the
National Association of State Budgeting Officenslining budget of 6.2% (see table on
following page), the Department’s training and pssional development request is less
than 1.0% of the estimated FY 08-09 Personal S&=s\and Operating Expenses budget of
$19,708,575.
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National Association of State Budgeting Officers’raining budget as a percentage of functional expeas

Amount
Conferences, conventions, and meetings, Form 88010 $37,177
Professional Services, Form 990 line 43b $21,091
Estimated total training and professional develagnegpenditures, Form 990 line 40 plus line 43b ,$68
Total functional expenses, Form 990 line 44 $938,170
Training and professional development expenditasea percentage of total functional expenses, ebtmles 40 and 6.21%
43b divided by line 44

Note: Figures are taken from the 2003 National Asdémn of State Budgeting Officer’s Internal ReuerService Form 990.

Some examples dhdividual Performance Objectivesithin the Department’s request

include: Microsoft Excel and Access; contract negmin; LexisNexis; dispute resolution;

supervisory training; technical writing; and Depaent of Personnel and Administration’s
contracts training. The Department anticipatesehteaining courses will contribute to

higher performance and productivity within eachtieecas well as the Department as a
whole.

The Department believes the lack of sufficient aadquate training and professional
development will contribute to: 1) lower produdyyi?2) lower quality; 3) higher staff
turnover; and 4) delays in implementation times.

Consequences if Not Funded:

Calculations for Request:

Summary of Request FY 08-09 and FY 09-10 for | Total Funds General Cash Cash Funds | Federal
(1) Executive Director’'s Office, Operating Expenses Fund Funds Exempt Funds
FY 08-09 Final Request $1,123,940 $536,342 $3,800 $27,093] $556,705
FY 08-09 (and FY 09-10) Request $100,000 $50,000 $0 $0 $50,000
FY 08-09 Base Budget $1,023,940 $486,342 $3,800 $27,093] $506,705
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Table 1: Calculation of estimated training and proéssional development request
Row | Description Amount

A Training costs using Denver Metro training praans including mileage reimbursement $17,673
B Training costs using out-of-state training pre@vilincluding airfare and hotel costs $9,243
C Training provided by the Department’s sectionsligisions $0

D Estimated training and professional developmeqtiest using samples from 72.0 FTE $26,916
E Total number ondividual Performance Objectivas sample 72

F Estimated average cost per FTE in sample (rowiDed by row E) $373.83

G Total estimated FTE for FY 08-09 259.5

H Total estimated training base request (row Fipligll by row G) $97,009

I FY 08-09, Decision Item, DI-7, Additional FTE Restore Department Efficiency and Functionalit( 8. 8.0

J Estimated training cost for additional FTE in 68-09 decision items (row F multiplied by row I) ,$91

K Total estimated training base request includirgiBion Items (row H plus row J) $100,000

Note: Figures may not total correctly due to rongdi

Assumptions for Calculations

Table 1 uses the 72 samplesimdividual Performance Objectiveand Internet research

to estimate training costs. The Department souglépendent Denver Metro training

providers as well as State agency training wheriladl@ but used out-of-state training
provider costs when applicable. When training wesvided by Denver Metro training

providers, in addition to course fees, the Depantmacluded a round-trip mileage

reimbursement of 30 miles at $0.39 per mile persger In estimating out-of-state

training costs, the Department used in additiothecourse registration fee, a roundtrip
airfare cost of $400 per person and hotel costl@0%er night per person. If training
was provided by one of the Department’s sectiongisions, the Department estimated
zero costs.

Using this process, the Department estimates amageetraining and professional
development cost per FTE of $373. While this agereost may be higher than expected
for training courses like Microsoft Excel and Acsefor example, it includes training and
professional development expenditures for more msipe and out-of-state training such
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Impact on Other Government Agencies:

Cost Benefit Analysis:

as Forecast Pro, LexisNexis, and Health plan Erapldyata and Information Set
(HEDIS) which include airfare, hotel, and regisoatfees. Including both these higher
cost trainings and the zero cost trainings in trerage cost should negate any bias in the
cost per FTE.

Table 1 also includes training and professionakttgament costs for FY 08-09 Decision
Item, DI-7, Additional FTE to Restore Departmentidi#gncy and Functionality, 8.0 FTE.
As this separate Decision Item may be only paytilihded pending Joint Budget
Committee actions, the Department has indicatedetheosts separately for ease of
revising this calculation.

No impact thkerogovernment agencies.

Description of Benefits Cost

The Department will increase employee productiaity cost-effectiveness $100,000

The Department will lower employee turnover, redgailelayed implementations and administrative ocagtshiring

The Department will improve administrative effiol@s across program areas

Statutory and Federal Authority

Performance Measures:

25.5-1-104 (3), C.R.S. (2007).The executive director may establish such divisions
sections, and other units within the state depantnaes are necessary for the proper and
efficient discharge of the powers, duties, and fions of the state department; except
that such action by the executive director shalt nonflict with the implementation
requirements for the plan for restructuring theidety of health and human services in
this state, as set forth in article 1.7 of title, ZLR.S.

This Change Request supports the following Peidooa Measure:

* Provide specific job training to each employee. mPlete and implement a
comprehensive orientation and training curriculemrfew staff.
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The Department believes the training and professidavelopment request will help each
employee to receive specific job training consisterih their Individual Performance
Objective This request will also provide new FTE under iBiea Item #7 to receive
adequate orientation and training in their new tjomss.
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Decision Item FY 0809 ¥

Schedule 13

Basé Reducﬁonﬂ item FY 0809

Change Request for FY 08-09 Budget Request Cycle

Supplemental FY 0708 ~

. Budget Request Amendment FY 08-09

IT Request: vV Yes : No
Request Aﬁects Other Depmtmems

T Yes ¥

No

If Yes, List Other Depa.lut.mel;ts Here:

Request Title: information Technology Replacement Plan .
Department: Health Care Policy and Financing Dept. Approval by: Jo m Date: Ngvember 1, 2007,
Priority Number:  DI-9 3 OSPB Approval: » Date: ,0/[1/ #1 / 07
1 2 3 4 5 U (4 " T
) ) Total Cisi Total Change
Prlor Yeal B B Supplemental |  Revised Base Base | Novembel 1 Bmlget i Revised from Base
Actual Approptiation Request Request Request Reduction Request Amendment Request {Column 5)
Fund FY 06-07 Fy 07-08 FY07-08 FY 07-08 FY 0809 FY 08-09 FY 08-09 FY 08-09 FY 08-09 FY 09-10
Totai of All Line Items Total| 16456965| 17755055 0| 17755055 19884683 | 94337 | 19,978,020 o 19979020 66,837
” FTE| 22536 245.30 0.00 24530 259.50 0.00 - 28950 0.00 259.50 ) 0.00
GF 6,641,302 7.756 []51 ) AN 7,7’:]‘5,,,051 . B254995( 47, 169 8302 _184, 1] 8 302 154_ 33419
GFE 0 0 0 0 0 0 0 0 0 0
CF 0 154 890 0 154 890 216 481 0 216,481 0 216 481 0
_________ CFE 407157 | 607,032 0 ~ B07 032 2,148,268 v 0 2,148,268 S0 21487288 0
FF 9,408,506 9,237 082 0 9,297 082 9,264 819 47 168 9,312,087 0 9312087 33.418
{T)Executive Director’s N | L ] o ] «
Office - Personal Total] 15,260,851 16,715 590 0 16,715,590 18,860,743 27 500 18,888,243 0 18,888,243 0
Services FTE 225.36 24530 0.00 24530 259.50 0.00 259.50 0.00 258.50 0.00
GF 6,054 845 7,261 822 ol 7261822 7,768 653 13750 7,782,403 0 7,782,403 a
GFE 0 0] 0 0 0 0 0 g 0 0
CF o 0l 140 495 0 140,495 212681 ] 212681 0 2126811 -0
CFE 399,006 592 486 0 592,486 2121195 0 2121195 0 2121195 0
FF 5,807,100 8,720,787 0 8.720,787 8758214 13750 8,771.964 0 8,771 964 1]
(1)Executive Director’s o _ ) ) _
Office - Operating Total 1,196,014 1,038,465 0 1,039,485 1,023 840 66,837 1,090,777 0 1090777 66,837
Expenses FTE o 0.00 ooy 0.00 0.00 .. boo 000 0.00 _booj. 003 0.00
GF e 586 457 494 229 0 494229 486 342 33419 519 761 0 519,761 33419
GFE 0 0 0 0 0 0 0 0 i 0 0
CF 0 14 385 0 14,395 3,600 0 3,800 0 3,800 0
CFEl Ba51) 14,548 0 14 546 27 093 o) 27093 0 27093 | 0
| FF 601,406 516,295 0 516,295 506,705 33,418 540,123 0 540,123 33,418
Letternote revised text: : o
Cash Fund namejnumher Federal Fund Grant name: FF: Title XX
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CHANGE REQUEST for FY 08-09 BUDGET REQUEST CYCLE

Department:

Health Care Policy and Financing

Priority Number:

DI-9

Change Request Title:

Information Technology Regtaent Plan

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

[ ]Base Reduction Item FY 08-09
[ |Supplemental Request FY 07-08

SELECT ONE (click on box):

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

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

Short Summary of Reguest

Background and Appropriation History

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

This request is for increased funding of $94,83al funds to reinstate a computer and
peripheral equipment life cycle replacement progeant to re-establish a funding stream
to pay for obligated software license renewal caktg are incurred annually. Of the
total, $27,500 is for one time Personal Servicesliig to obtain a contractor to assist in
the Department’s website redesign.

OPERATING INFORMATION TECHNOLOGY FUNDING

Prior to July 1, 2001, the Department of HealtheCRolicy and Financing adhered to the
Governor's Office of Information Technology's guites to schedule computer
replacements on a three year cycle. However,rasudt of the economic downturn that
affected State revenues in the FY 01-02 and FY D8r0e period, Departmental funding
for a variety of appropriations and expenses wast@ustay within the decreased tax
revenues. At that time, funding for internal infation technology hardware and
software needs in the Department’s Operating Exggeappropriation was purged. The
total amount eliminated from the Department’s OpegaExpenses appropriation during
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Figure Setting was $121,082 (Figure Setting, Marth2002 pgs. 46, 63, 212). At that

time, the Department was authorized 180.6 FTE.ceSthen, the Department has been
forced to divert funding from other operating exgercommitments in order to also

provide the technological infrastructure for itspdoyees to perform their jobs.

To be as transparent as possible the Departmediyreamits that it has continued to
fund its Information Technology needs during thgsars where no specific funding was
provided. However, costs continue to rise for othyerating expenses such as mileage
reimbursement for employee travel to perform tlaiersight responsibilities, medical
association dues increases for organizations ttwtige best practices information and
trainings, advertising costs for hard to fill medispecific positions, office supplies and
replacement furniture. As a result, the Departneehcountering an increasing struggle
to find available funds to provide new employeethwieeded equipment and to replace
worn out equipment for staff, while at the sameetifiunding critical administration costs
for Department programs and oversight. The Demamt has implemented cost savings
wherever possible, such as using scanners tozéigibocuments that used to be printed,
copied and mailed; and restricting employee tragethe minimum amount necessary.
However, these types of cost saving opportunities al but fully recognized and
implemented.

For FY 07-08, the Department was appropriated $34® total funds through the Long
Bill (SB 07-239) for its operating expenses. Tdamount represents a $1,502 or 0.15%
net increase in the appropriation from the FY 06-0dng Bill (HB 06-1385)
appropriation of $1,002,013. At the same time, epartment's Long Bill FTE
appropriation increased from 222.7 in FY 06-07 38.P in FY 07-08 or 6.8%.

From this total appropriation, the Department isligabed to pay for its

telecommunications expenses and staff suppliesateatforecast to total $280,000 and
$60,000 respectively. It also must fund a portidrihe Enrollment Broker — managed
care client materials, required by SB 97-005 for,848 annually — and $30,645 for the
operating portion of the managed care Ombudsmargrano These required
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expenditures alone consume $428,493, or 42.7%hefOepartment's total operating
budget. This leaves $575,022 total funds availaédbl&und all other operating expenses
incurred by the Department, including: routine pinig, copying, postage for audits and
reviews of nursing faclilities, behavioral healthgamizations and other providers, and
computer infrastructure replacements for 245.3 @ppated FTE (not considering

temporary staff, contractors, or auditors).

When the Department is also forced to pay for ti@mation technology hardware and
software needs of 245.3 FTE employees (from the aRe@nt's FY 08-09 Base
Request), plus temporaries, interns, and contrscteithout additional funding, it must
make difficult decisions regarding which programvaes to fund. As a result of these
cuts, the Department has acquiesced its admim&regsponsibilities for many programs
that it oversees. Facility reviews and auditsrareperformed in a timely manner due to a
lack of funding. Implementation of new programse&ayed due to a lack of available
resources. Staff training and development is foneg affecting morale, productivity and
turnover. Training for health care providers ig poovided as there is little funding
available to send trainers into the field. Relaginps with counties have suffered due to a
lack of oversight and direction. For example, SB209 allocated $870 in operating
expenses for the 1.0 FTE appropriated to travetéacounties throughout the State in the
position of County Liaison for the Department. Huower, travel to the 64 counties within
Colorado including hotel, mileage and per diem| meifjuire considerably more than this
appropriated amount.

Currently, 31.2% of employees in the Departmentusieg computers that are 4 or more
years old as of July 2007, with some monitors udl@oyears old. Due to a lack of

funding, when new employees are hired, computeds paripheral equipment must be
pulled together from 5-6 year old equipment to tremworkable machine. Additionally,

due to lack of funding for computer replacemente Department is forced to choose
between funding administration costs to supportg@ms and providing the necessary
tools for an employee to perform their work. Asesult both program services and
employee morale suffer from inadequate resources.
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General Description of Reqguest

AGENCY WEBSITE

Like all other State agencies, the Department pgesvisome basic information to its
provider community, clients, and advocacy grougs am external website. Currently,

simple updates to this site are performed by Departal staff. When extensive changes
and redesigns are required, the Department coaedinaith another vendor, CGI, to

perform changes. All modifications utilize the Refment’s Operating Expenses
appropriation for revenue, as there is no dedic&tading for this purpose. CGI also

hosts the Department's web portal which is usddattsmit data to and from the Medicaid
Management Information System; however, changésed®epartment’s external website
are not part of CGl's contract related to the welig appropriation.

This request is for $94,337 total funds in FY @B-to provide funding for the
Department's computer software and hardware needssapport the Department’s
external website transition to the Statewide lrgefportal Authority. This amount was
determined using the Department's calculation efaihticipated annual cost to implement
the IT replacement plan, less the average annualiainthe Department has managed to
spend on IT infrastructure over the most recenedhFiscal Years. The information
below is provided to substantiate the Departmamtsial IT needs.

SOFTWARE:

The Department incurs approximately $48,450 per yeaVicrosoft Software license
renewal costs to pay for roughly 280 Microsoft @atlon and server licenses. This 280
number includes licenses for: the Department’'s @gmpmted FTE, for contractors,
temporary employees, consultants, and with thentedely 1, 2007 elimination of the
Office of Colorado Benefits Management System,tfe additional 12 at-will staff that
are now Department FTEs. The Department purchHesese renewals to insure that it
can upgrade the software as newer versions arasegleand to comply with the

Page G-5



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIRMNS; FY 08-09 BUDGET REQUEST

Governor's Offices of Information Technology’'s endser computing standard
specifications. This annual amount is based omeetyear license renewal plan.

In addition to Microsoft software, $12,511 is neg@mnually for other software license
renewals that the Department requires for: HIPAAnpliance, employee help desk
support, connectivity to email for offsite emplogefeequently working away from the
office, Crystal reports for the Business Utilizati®Gystem, and for maintaining the
Department’s network’s security and back-up cajigsil

HARDWARE:

As of June 2007, the Department of Health CarecfP@lnd Financing has approximately
280 positions, including temporary employees, mtecontractors, or auditors working at
any given time in its two locations. Additionallihe Information Technology Support
section requires computers for administrative tasgares and testing.

With this request, the Department is attemptinget@stablish a replacement cycle using a
four year replacement schedule. While this is indine with the Governor’s Office of
Information Technology’'s end user computing staddsuecifications that propose a three
year replacement life cycle, the Department bedieite request demonstrates frugality
with tax payers’ money, yet allows the Departmenaddress an issue that is constricting
its ability to meet its administrative obligationsThe Department believes that by
purchasing a higher quality machine, it can usentfeg a longer period than outlined by
the Governor’s Office of Information Technologyscommended guidelines and realize
lower costs in the long run for the State. Thanpk based on the Department’s recent
history of utilizing computers for four years bedaage and technological advances render
the machines obsolete. As stated above, thereaghly 87 Department computers that
will be at least five years old by FY 08-09 (20Ivaé six years old by FY 08-09). The
Department is forecasting a funding need for coeysuin the amount of $68,950 to
replace approximately 70 workstations per year.
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The Department is also seeking to implement a 4 nggdacement cycle for its computer
monitors. Again, based on recent history, the Btepent believes it can utilize monitors

for this period of time before the screen detet@sato the point that they must be
replaced. The Department projects it will requdet,000 annually to purchase roughly
70 monitors per year. The Department will purchéiae panel monitors rather than

Cathode Ray Tube (CRT) monitors that it has be@mgus this point, as CRT monitors

are being phased out of production by manufacturers

For FY 07-08, the Department has fourteen serversperation. The Department is
projecting it will require $21,000 annually to ireptent the replacement plan using a three
year replacement cycle. A three year replacemgié ¢s necessary in order to maintain
support for the evolving software technology densatitat are placed on the servers
themselves. The need for newer systems with higapacities are also driven by ever
increasing data services load requirements thatlolevfrom a user base with continually
expanding data needs.

In many instances, new upgraded hardware is rejtaresupport the upgraded software.
Additionally, server maintenance costs begin toobsz excessive after equipment has
aged three years. Systems typically come withetly@ar on site warrantees that are
upgraded by the Department to incorporate a rapgbanse component (four hour
response) from the service vendors. The rapidorespis necessary due to the critical
nature of the servers in providing support to thep&tment’s user base. Purchasing
additional years on these warrantees are typicalt prohibitive to the point where it

becomes more cost effective to replace the deugtead. To go with a longer refresh
cycle would just shift the Department’s costs fraoguisition to maintenance contracts,
and at the same time would increase the probabilityaving disruptions in service to the
users when necessary repairs are made.

The Department also has numerous network switchesterruptible power supply
devices, printers, fax machines and yearly maimemafor the server room air
conditioning unit. The Department maintains a senagreement as it does not have a
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Consequences if Not Funded:

redundant air conditioning unit in its server roambest practices would dictate. This is
necessary to protect the Department’s crucial ddtae Department foresees a funding
need of $29,575 annually to meet these replaceamehimaintenance needs.

PERSONAL SERVICES:

The Department is also requesting one-time fundihg27,500 for contracted personal
services to transition its external website froml @@ormation Systems and Management
Consultants Inc. (CGI) to the Statewide Internetté®oAuthority (SIPA) for hosting.
SIPA is the official State web portal. The Depatinhas determined through focus
groups that its external website is confusing t® plblic due to its use of technical or
department specific language that has little ormmeaning to many of its clients. The
Department’s external website task force was clohigiégh improving the usefulness of
the external website for the general public ankbaking to migrate hosting of the site.
Overall content management is offered by SIPA atost to the Department. Therefore,
this request is only to move the existing structafethe website to the new vendor,
provide one-time funding for graphic design, andtranslate the Department’s website
content to Spanish, as required by the federat©tit Civil Rights Title VI regulations.

If this request is not approved, the Departmentuld/ceed to continue to make ever
increasingly more difficult trade-offs between picbg its employees the resources they
need to perform their functions or providing crliceministrative support for its
providers, clients and programs. With the everaasing complexity of programs and the
number of employees working in the Department t@lement these programs, the
Department projects that this condition will onlprsen as long as funding for hardware
and software replacements is lacking.

A result of having to make these trade-offs is ttle# Department will increasingly
acquiesce more of its administrative responsimsitior many programs that it oversees.
This could result in a further deterioration of obuand provider oversight and increased
delays in implementing new programs and efficienicie
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Calculations for Request:

Summary of Request FY 08-09 Total Funds General Cash Funds | Cash Funds Federal
Fund Exempt Funds
Total Request $94,337 $47,169 $0 $0 $47,168
(1) Executive Director’s Office: Personal Services $27,500 $13,750 $0 $0 $13,750
(1) Executive Director’s Office: Operating Expesse $66,837 $33,419 $0 $0 $33,418
Summary of Request FY 09-10 Total Funds General Cash Funds | Cash Funds Federal
Fund Exempt Funds
Total Request $66,837 $33,419 $0 $0 $33,418
(1) Executive Director’s Office: Operating Expesse $66,837 $33,419 $0 $0 $33,418
Operating Expenses - Software License Renewals
FY 08-09
Budget FY 09-10
Request | Out-Year
Microsoft Software - Current Software Assuranaaity $48,450 $48,450
E-eye Retina Software Renewal $3,000 $3,000
BUS Software Renewal $1,500 $1,500
Blackberry Software Renewal $2,000 $2,000
Help Desk Software Renewal $600 $600
Anti-Virus Software Renewal ($4,492 every 2 ygars $2,246 $2,246
LAN Backup Software Renewal ($9,495 every 3 years $3,165 $3,165
Total Software FY 08-09 and FY 09-10 $60,961 $60,961
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Operating Expense - Hardware

Useful Total Replacement | Replaceme | FY 08-09 | FY 09-10
Life | Quantity Quantity nt Cost Budget Out-
(in Each Request Y ear
years)
Workstations 4 280 70.00 $985| $68,950 $68,950
Monitors 4 280 70.00 $200 $14,000 $14,000
Servers 3 14 4.67 $4,500| $21,000] $21,000
Computer Room UPS Devices 4 4 1.00 $1,700 $1,700 $1,700
Network Switches 4 6 1.50 $3,400 $5,100|  $5,100
B&W Network Printers 4 17 4.25 $3,000| $12,750] $12,750
Color Network Printers 4 3 0.75 $1,800 $1,350| $1,350
Fax Machines 4 11 2.75 $1,700 $4,675 $4,675
Yearly Maintenance on Computer Room Air Conditioner 1.00 $4,000 $4,000/  $4,000
Total Hardware FY 08-09 and FY 09-10 $133,525 | $133,525
Total Hardware and Software FY 08-09 and FY 09-10 $194,486 | $194,486
Personal Services- Contractor Costs
FY 08-09 Budget | FY 09-10
Request Out-Year
Website Data Migration Services $27,500 $0
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Annual Information Technology Expenditures FY 04-05 to FY 06-07

Fiscal Year Description Total Funds
FY 04-05 Purchase/Lease of Software (3116) $48,652
FY 04-05 IT Personal Computers (3140) $70,563
FY 04-05 Other IT (3143) $13,99(¢
FY 04-05 Total IT Spending $133,205
FY 05-06 Purchase/Lease of Software (3116) $43,175
FY 05-06 IT Personal Computers (3140) $61,905
FY 05-06 Other IT (3143) $11,82(
FY 05-06 Total IT Spending $116,900
FY 06-07 Purchase/Lease of Software (3116) Netyo®6-07 Move Related Expenses $48,488
FY 06-07 IT Personal Computers (3140) Net of FYOU6Move Related Expenses $58,122
FY 06-07 Other IT (3143) Net of FY 06-07 Move RelhtExpenses $26,22(
FY 06-07 IT Server Purchases (621X) Net of FY 0eMi#e Related Expenses $0
FY 06-07 Total IT Spending Net of FY 06-07 Move Related Expenses $132,842
Dept. Estimated Cost of Replacement Plan $194,484
Three Year Average I T Expenditures ($127,649)
Incremental need for IT Replacement Plan $66,837
One-Time Contract Funding $27,50(0
FY 08-09 Total Department Request $94,337
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Assumptions for Calculations

The amounts reported above are the actual amdeirtg expended for software license
renewals and recent equipment purchases as qugtedurbent vendors, except for
servers. Servers vary widely in price dependingtten particular functions the server
needs to support. With prices ranging from $2,60821,000, the Department has used
an average price of $4,500 per server for thisesgu

The reason the Department is requesting 280 wditissaand monitors in its replacement
plan is due to the Department utilizing temporamplyees, contractors and interns
wherever possible to meet the short term needseobtisiness (this figure includes the
new 12 FTE from the dissolution of the former Gaoweis Office of CBMS).

The Department uses network printers to allow mleltemployees access to the same
machine and to keep costs down; however, Departmpergonnel occupy 6 different
floors in two separate buildings, therefore thera need to have them strategically placed
for employee use.

The migration of the current website to SIPA watjuire a contractor at a projected cost
of $5,000. Graphic design of the website and amgide requests beyond what SIPA
provides is billed at an hourly rate. The graglesign and help capabilities are projected
to be $7,500. Additionally, in order for the Dejmaent to comply with the federal Office
of Civil Rights Title VI regulations, the externalebsite needs to be translated into
Spanish for our Spanish speaking clients. Thigstation will require a contractor at a
projected cost of $15,000.

The total request amount was determined using tBpafment's calculation of the

anticipated annual cost to implement the IT repte® plan, less the average annual
amount the Department has managed to spend orfréBtiucture over the most recent
three Fiscal Years. The information below is pded to substantiate the Department's
annual IT needs.

Impact on Other Government Agencies: None
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Cost Benefit Analysis

Cost

Benefits

FY 08-09: $94,337| By restoring funding for the Department's InforroatiTechnology needs, staff productivity will incseaas
FY 09-10: $66,837 higher quality and better integrated equipmentsisduto perform their functions. The Department aldlo be
able to allocate its scarce operating resourcasnmore productive manner to insure the needs ofiéists are
met. Spanish speaking citizens will be better abletilize services as the Department will be camitating in
their language.

$0 | None. Administrative responsibilities for programi#i continue to be squeezed as available fundimgtinues
to diminish. Administrative and oversights funagowill continue to be cut as trade offs for thesarce funds
are allocated to more and more programs.

Statutory and Federal Authority

24-1-107, C.R.S. (2007). Internal organizatibdepartment - allocation and reallocation
of powers, duties, and functions - limitatioris. order to promote economic and efficient
administration and operation of a principal depagm and notwithstanding any other
provisions of law, except as provided in sectionl1l2405, the head of a principal

department, with the approval of the governor, nemyablish, combine, or abolish

divisions, sections, and units other than thosecifipally created by law and may

allocate and reallocate powers, duties, and funido divisions, sections, and units
under the principal department, but no substantiuection vested by law in any officer,
department, institution, or other agency within grancipal department shall be removed
from the jurisdiction of such officer, departmemstitution, or other agency under the
provisions of this section.

25.5-1-104 (2) (4), C.R.S. (2007). Departmentedith care policy and financing created
- executive director - powers, duties, and fundiof2) The department of health care
policy and financing shall consist of an executilector of the department of health
care policy and financing, the medical servicesrdpand such divisions, sections, and
other units as shall be established by the exeeuivector ... (4) The department of
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Performance Measures:

health care policy and financing shall be respolesibor the administration of the
functions and programs as set forth in part 2 o #rticle.

If this Request is approved, the Department valen more funding for administrative
resources to support both needed programmatic seicts as printing, postage, mailings,
travel and lodging associated with county and glevoversight, and also to still support
Department employees’ productivity through add#éilocomputer hardware and software.
These administrative resources will help achievaesof the Department’s Performance
Measures, including those that support the Govésidre Colorado Promise

« Increase the number of clients served through tadyentegrated care management
programs.

+ Increase the number of children served through dicdeed medical home service
delivery model.

+ Increase number of managed care options for clemslling in Medicaid.
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Request Title:

‘Decision tem FY 0809 ¥
Funding for Additional Leased Space

_ Change Request for FY 08-09 Budget Request Cycle

Base Raduction ltem FY 0809

Schedule 13

Supplemental FY 07.08

Budget Request Amendment FY 08.09

IT Request: Yes

v

No

Request Affects Other Departments:

Cash Fund name/number, Federal Fund Grant name:

Yes

¥  No

If Yes, List Other Departments Here:

Department: Health Care Policy and Financing Dept. Approval by: Barthglgm Date: Novegnber,l, 2007
Priority Number: DI-10 , OSPB Approval: WA ﬂ. , ~ . Date: 10/17/#7 ,[M
1 2 3 4 5 6 {7) 8 K 10
Total Decision: Total Change
Prior-Year | Supplememal Reviseil Base Base November 1 Budget _Revised from Base
Actual Appropriation Request Request Request Reduction Request Amendnient Request {Coluntm 5%
Fund FY 06-07 FY 07-08 FY 07-08 FY 07-08 FY 08-09 FY 08-09 FY 08-09 FY 08-09 FY 08-09 FY 09-10
Total of All Line Items Total 16,623,864 26,743,403 0 26,743,403 28,883,571 286,534 29,170,105 0 29,170,105 64,021
FTE| 225.36 24530 | 0.00 124530 259.50 0.00 | 259.50 0.00 259.50 0.00
GF 6,719,252 11,908,042 0 11,908,042 12,414 850 143 267 12,558,117 0 12,558,117 32,011
GFE 0 0 0 0 0 0 0 8] 0 0
CF| 0 154 890 0 154 890 216,481 0 216,481 0 216,481 1]
CFE 412 B57 1,193,153 0 1,193,153 2,731.270 0 2,731270 0 2731270 0
FF 9,491,965 13,487,318 0 13,487 318 13520970 143267 13,664,237 0 13664237 32,010
(1) Executive Director’s
Office - Personal Total 15,260,951 16,715,590 0 16715590 18,860,743 10 500 18,871,243 0 18 871,243 0
Services FTE 22536 24530 0.00 245.30 259.50 0.00 259.50 0.00 259.50 0.00
| GF| 6,054 845 7,261 822 0 7 261,822 7,768 653 5,250 7,773903 0 7,773,903 0
GFE| 1} B ) 0 0 0 .o 0 . b 0 0 g
CF 0 140,495 B 140,495 | 212681 0 212681 0 212681 0
CFE| 399,006 592,486 | 0 592,486 2,121,195 ) 0 2,121,195} 0 2,121,195 0
FF 8,807,100 8,720,787 0 8720787 8,758,214 5250 8,763,464 0 8,763,464 0
(1) Executive Director's | . , . . . . ]
Office - Operating Tatal 1,196,014 1,039 465 | 0 1,039 465 1,023,940 212,013 1,235,953 0 1,235,953 -0
Expenses FTE 0.00 0.00 0.00 ~_b.oo ~boo 0.00 0.00 0.00 000 0.00
_GF 586,457 494 229 | 0 494 229 486 342 106,006 592348 0 592,348 | 0
GFE 0 0 0 0 0 0 0 0 ol 0
CF 0 14 395 0 14,395 3,800 1] 3.800 0 3,800 0
CFE 8,151 14,546 8] 14 546 27,093 a 27093 0 27,093 0
FF 601,406 516,295 0 516,295 506,705 106,007 612712 1] 612,712 o
{1) Executive Director’s
Office - Leased Space Total 166,899 272,318 0 272318 272318 64,021 336,339 0 336,339 64,021
FTE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
GF 77 950 130,659 a 130,659 130,689 32011 162 670 0 162 670 32,011
GFE 0 0 0 1] 0 0 0 0 0 0
CF| 0 0 0 0 0 0 o 0 o 0
CFE 5,500 5,500 0 5,500 5,500 0 5,500 o 5,500 0
FF 83,449 | 136,159 0 136,159 136,158 32,010 168,169 RN 168.169 32,010
Letternote revised text: L )
FF: Title XIX
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CHANGE REQUEST for FY 08-09 BUDGET REQUEST CYCLE

Department: Health Care Policy and Financing

Priority Number: DI-10

Change Request Title: Funding for Additional LeaSpdce

SELECT ONE (click on box): SELECT ONE (click on box):

X|Decision Item FY 08-09 Supplemental or Budget Request Amendment Criterion:
[ |Base Reduction Item FY 08-09 XINot a Supplemental or Budget Request Amendment
[ |Supplemental Request FY 07-08 []An emergency

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

Short Summary of Request This Request is to increase funding for Leaseac8pOperating Expenses, and Personal
Services in FY 08-09 by a total of $286,534 to wbtaeeded office space for new
Department staff and to replace some existing @&sithat are no longer sufficient for
Department purposes. The Request includes ingedsk64,021 for Commercial Leased
Space, $10,500 for Personal Services to fund ome-thoving costs, $40,763 for one-
time moving related Operating Expenses, and $101f@85 replacement cubicles and
conversion of high-walled cubes to manager offices.

Background and Appropriation History The Department of Health Care Policy and Finanas\ghe second largest General
Fund/General Fund Exempt budget in State governarahione of the smallest Executive
branch departments in terms of staff size. With Dlepartment's ever-growing caseload,
expenditures and programs, staffing levels haven lie&reasing, but the space that the
Department has appropriated to house these stafidtagrown to the same degree.

In May 2003, the Department moved to its curregtlmn at 1570 Grant Street. When
the Department moved to 1570 Grant in 2003, it asarent that the Department would
not be able to accommodate much growth. Fromitie af this move up to the present,
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the programs for which the Department is respomsiidve grown both in size and
complexity, resulting in additional FTE appropmats. For FY 07-08, the Department
was appropriated $391,072 through Common Poli@esspace at 1570 Grant Street.
This space currently houses 230 positions. Addutlg, in FY 06-07 the Department
began leasing two floors at 225 E. 16th Avenue taattain an additional 56 spaces to
house staff that the Grant Street building coutdaszommodate, providing a total of 286
spaces for employees to work.

The table below shows the historical FTE countdach fiscal year since the Department
moved to its current location at 1570 Grant Stnedflay 2003. This table indicates that
FTE appropriations have increased a total of 3286esthe Department moved to its
location.

Year Long Bill FTE Appropriation Special Bill 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 7.3 214.4
FY 06-07 222.7 8.0 230.7
FY 07-08 238.0 19.5* 257.5

* Includes June 20, 2007 1331 Emergency Supplem@rtahe Office of Colorado Benefits Managemensteyn staff of 12 FTE
transferring to the Department July 1, 2007.

The table above shows the number of approved FoEthe number of positions. The
Department had 274 positions (though not all fjlled of June 30, 2007, not including
contractors, temporary staff, interns, or auditoffie Department employs a number of
temporary staff to comply with legislation and tongplete special projects. For example,
as of June 2007, the Department had employed rpW®fhldifferent temporary staff,
interns and contractors throughout FY 06-07.

The Department's space issues are not new, forF¥60the Department received one
time funding of $36,278 total funds to house 15gerary employees charged with the
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General Description of Request

implementation of the Medicare Modernization Aci#dditionally, HB 05-1262 (the
Tobacco Tax bil) and two 1331 Emergency suppleaisrfone for an emergency call
center for cases that exceed processing guidelimesnother to cover tasks inadvertently
left out of HB 05-1262) were approved that providad additional $38,903 to house
employees authorized through those legislativeiatives, for a total FY 05-06
appropriation of $75,181.

For FY 06-07 the one time funding for the MedicMedernization Act was removed.
However, the Department requested supplementairfarno acquire additional Leased
Space at 225 E. 16th Avenue to alleviate over cnogvedt 1570 Grant Street. Funding
was approved for $218,950 (annualized) to leassdditional 13,056 square feet of office
space to accommodate the increased staff from d&ih&r appropriations. This space
provided the Department with critically needed rotenplace staff and provide two
conference rooms for staff and the Medical ServiBeard to meet. Additionally, this
allowed the Department to relieve overcrowded dwoah at 1570 Grant Street.

For FY 08-09, the Department is forecasting adrnfee space to house an additional 35
positions. This need is due to the 7.5 FTE appaig through special bills in the 2007
legislative session (beginning in FY 07-08) thad dbt include any associated Leased
Space funding, and a November 1, 2007 Decision ttanthe Department has submitted
for an additional 7.3 FTE (annualizes to 8) to addrchronic staffing shortages in several
program service sections within the Department, additional space for contractors,
temporary staff, interns, auditors and to be ablsupport any resources required once
health care reform recommendations from the 208 r@ieson are finalized and
implementation begins. The Department is alsopuogsseveral grants that may result in
additional positions; however, at the time of wagtithis request, the number cannot be
determined. Therefore the Department is requesiiage for 35 positions as it believes
this will allow for minimal growth without the neeib, once again, ask for additional
leased space as the Department implements newaonegrThe department is requesting
Leased Space only for the FTE Request Decision (2iRY) to address chronic staffing
shortages, as funding for office equipment (deskajrs, phones, etc.) for those FTE are
contained in that request.
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The Department is requesting a net increase inrfgrfdr Leased Space of $64,021 total
funds for 7,000 square feet of office space to BA@%s employees. The Department will
also require one-time funding for personal servaras operating expenses to build out the
acquired space with cubicles, chairs, telecommtinica and information technology
equipment, wiring and associated data transmissipipment. The Department projects
these costs will total $51,263 (see Table B).

There are several reasons why funding is needetthifospace:

1. As stated above, the Department is currently ptiojgcan increase in staff of 16

positions between FY 07-08 and FY 08-09 and culgremty has nine spaces for them
to work. When compounded by the need to houseractorrs, temporary staff,

interns, auditors and to implement the recommeodatpf the 208 Commission, if
additional space is not available, many of thesstipos would need to remain vacant,
and could result in unacceptable program implentemaelays.

. The Department cannot expand into its basement espgtc 1570 Grant to

accommodate this growth. In March 2006, the Depant met with the State
Architect and building management personnel froenDlepartment of Personnel and
Administration to discuss further modificationstte building the Department needed
to make to accommodate increased staffing needswektkr, on April 3, 2006, the
Department of Personnel and Administration issuésttar to the Executive Director
of the Department identifying life and safety lidbiconcerns regarding staff in the
basement. Therefore the potential for the Departieeuse the basement space is no
longer feasible.

. Until the new space was acquired at 225 B! Agenue, the Department had nowhere

to house auditors, which are almost continuouslihe building, and did not have a
room large enough to meet with all or a majorityitefstaff, or to accommodate the
Medical Services Board meetings. Scheduling megetiwas, in reality, a daily

frustration. If this request is not funded, thep@artment would be forced to convert
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the two conference rooms at 225 E 16th Avenue tuclas. This would create
additional expense as the Medical Services Boardildvagain need to find
appropriate space to hold their meetings thatadad place in the Department's large
conference room at 225 E. 16th Avenue. In effdis, would place the Department in
the dilemma it found itself in before it acquirdektspace at 225 E. 16th Avenue.

As stated previously, the Department has 286 stsitio house the 277 positions as of
June 30, 2007. This leaves 9 cubicles availabldndose the anticipated growth in
positions, resulting in a shortfall of cubicles.ddkionally, these available cubicles are
disbursed throughout various locations in the twildimgs and are not conducive to
placing staff in a contiguous group.

Finally, the Department is requesting one-time fngdo replace 50 cubicles and one-time
construction funding for conversion of five highdlgd cubicles into five four-walled
offices at 1570 Grant Street. Currently, the Dapant has many cubicles that are not
conducive to a productive working environment. MWari the cubicles on the second
floor, and a portion of both the third and fourliofs, are low-walled cubicles which do
not help to reduce noise levels and lack sufficitatage space. Additionally, all of these
low-walled workstations were left behind by the \poes tenant of 1570 Grant Street,
prior to the Department’s May 2003 relocation ©as can imagine, they are beginning to
deteriorate in both appearance and functionalkyhile 50 additional cubicles will not
replace all of the units, the Department believes this will refurnish the entire second
floor in FY 08-09. Additional funding for the tkirand fourth floors, anticipated to equal
the need of the second floor when combined, willdspiested for FY 09-10.

The Department also has limited office space fer ntanagement staff. Given the
responsibilities placed on senior staff to mentad a&valuate junior employees, it is
imperative that these senior positions have adceadevel of privacy suitable to conduct
this type of feedback. Additionally, in today’s dmess world, conference calling has
become a common way to collaborate among interndl external parties. These
conference calls often take place in a managerskspace, but without sufficient

measures to contain the noise generated by thestingsethat can easily stretch beyond a
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high-walled cubicle and affect the productivity sefirrounding staff. As such, the
Department has identified five manager workstatitas require this type of conversion.

If this request is not funded, the Department woléve no available space to house
employees that were authorized by special billsg@siuring the 2007 legislative session,
and would not be adequately prepared to take dhtetaupport the implementation of
the proposed health care reform. Additionally, Erepartment could be forced to perform
a hiring freeze due to a lack of physical space @mig hire positions as space becomes
available for a seating location. The consequeaté#ss action would likely include non-
compliance of federal and State requirements anwbwer would increase as the work
environment becomes less tolerable.

Consequences if Not Funded:

Calculations for Request:

Summary of Request FY 08-09 Total General | Cash Funds| Federal

Funds Fund Exempt Funds
Total Request $286,534) $143,267 $0| $143,267
(1) Executive Director's Office - Personal Services $10,500 $5,250 $0 $5,250
(1) Executive Director's Office - Operating Expense $212,013 $106,006 $0| $106,007
(1) Executive Director's Office - Leased Space $84, $32,011 $0 $32,010

Summary of Request FY 09-10 Total General | Cash Funds| Federal

Funds Fund Exempt Funds
Total Request $64,021] $32,011 $0| $32,010
(1) Executive Director's Office - Leased Space $84, $32,011 $0| $32,010

Table A - Leased Space Cost

Square Feet Per Number of

Total Square Feet

Cost p8quare Foot

Total Leased Space
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Employee Employees/Spaces Required Cost

200 35 7,000 $16.77 $117,390
Appropriated Leased Space Funding that is not @Gtlyrdleeded ($53,369)
Net Leased Space Need $64,021

Table B — FY 08-09 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 12 cubicles at anaaerate of $2,225 per Cubicle $26,700
Incremental cost for Purchase and Installation @fuBicles at an average rate of $2,225 per Culbisteto $1,632
inadequate funding provided in the authorizingdiegion, which provided $2,021 (= $204 * 8)
Printers and Fax Machines $4,795
Telephone Installation and Equipment $2,100
Wiring for Data Equipment $2,350
Data Equipment — Ethernet Switch and Panel Patch $3,186
Subtotal Operating Expenses $40,763
Total One Time Personal Services and Operating Exjpses $51,263
Table C —Replacement Cubicles and Additional Offic&uild-Out

# of Replacement Cubicles 50
Common Policy amount at $2,225 per Cubicle $2,225
Total Cost for 50 Replacement Cubicles $111,250
# of High-Walled Cubicles to be Converted to 4-\&@lDffices 5
Average Cost per Conversion $12,000
Total Cost for Office Conversions $60,000
Grand Total for Replacement Cubicles and Offices $171,250
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Assumptions for Calculations

The Department's total need for Leased Spacd 1,890 and uses the Department's
current Leased Space cost at 225 E. 16th Aven$d@f77 per square foot. However,
this lease agreement was executed on August 24, 20@dequate leased space cannot
be found for $16.77 per square foot, additionading will be requested through the
regular supplemental budget process.

Due to timing issues associated with the Departidfit 07-08 Decision Item (DI-5)
submitted on November 1, 2006 and the Departm@&M'€06-07 Supplemental (S-8)
submitted on January 4, 2007 for Leased Space3&93yas inadvertently left in the
Department's Leased Space appropriation for FY &&0d beyond. Therefore, this
request offsets a portion of the total need, reduthe Department's net increase in costs
to $64,021 annually (see Table A).

The Department projects each employee will reqR®d@ square feet of space to work.
The Department is basing its request for space)ubm state standard for a Category # 1
lease, which is deemed by the Department of Peet@md Administration, Division of
Finance and Procurement to be an efficient usepades of 204 rentable square feet per
office worker.

The Department will also require one-time fundiog personal services and operating
expenses to build out the acquired space with @#ichairs, telecommunications
equipment, a network printer, a fax machine, anthgiand associated data transmission
equipment. The Department is only requesting alaftinding for the previously
appropriated 7.5 FTE (8 positions) as the fundingtained in those appropriations is
inadequate to fully fund purchases from the Depantta mandated vendor (Juniper
Valley). Additionally, the Department is requestill funding for 12 cubicles and chairs
for additional contractors, temporary staff, insgrauditors and any resources required
once health care reform recommendations from tH& QOmmission are made as no
appropriation has been provided. Funding for OpegeExpenses for the FTE contained
in the Department's FY 08-09 FTE Request, Decitiem (DI-7) has been included in
that Request at the actual cost to purchase thaseles and chairs. The Department
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projects its total costs for Personal Services@pdrating Expenses in this Request to be
$51,263 (see Table B).

The Department is basing the costs for this regoiests actual incurred expenditures for
its recently acquired leased space at 225 E. 16#nde. As stated previously, the
projected Leased Space cost is based on input dmarbnent has received from the
Department of Personnel and Administration. Thes®®al Services request reflect the
costs the department projects to convert the sfmacseable offices and is based on the
actual costs to furbish the leased space the Dwpattnow occupies. The Operating
Expenses request is also based on an average ua asjpenditures incurred for two
different cubicle styles that were purchased thhodgniper Valley for the 225 E. 16th
Avenue location and actuals costs for chairs af@nmtion technology equipment that
were also required for this leased space.

Construction costs to convert high-walled cubiatés four-walled offices is based on the
actual price experienced by the Department whéirsittook possession of the space at
1570 Grant Street in May 2003. At that time, thepBrtment contracted for similar

conversions which cost $10,000. Given the amodrinee that has lapsed since the
Department’s relocation, this Request assumes enage cost of $12,000 per conversion.

Impact on Other Government Agencies: None.

Cost Benefit Analysis

Cost Benefits

$286,534 in FY 08-09, | The Department would be able to lease, build odtfamish approximately 7,000 square feet of addl
$64,021 in FY 09-10 office space for staff use. Increasing the Depantia ability to meet the ever growing demandsequlac
upon it.

$0 | If funding is not approved, the Department would foeced to stop hiring and possibly lay off staff,
jeopardizing the completion of required projectBhe Department would most likely experience greater
turnover as the work environment become less tollera
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Implementation Schedule

Task Month/Year
Lease Awarded/Signed May 2008
Build Out and Tenant Preparation Begins July 1, 2008
Build Out and Tenant Preparation Complete July 31, 2008
Move Date August 1, 2008

Statutory and Federal Authority

24-1-107, C.R.S. (2007). Internal organizatibdepartment - allocation and reallocation
of powers, duties, and functions - limitatioris. order to promote economic and efficient
administration and operation of a principal depagm and notwithstanding any other
provisions of law, except as provided in sectionl1l2405, the head of a principal

department, with the approval of the governor, nemyablish, combine, or abolish

divisions, sections, and units other than thoseciipally created by law and may

allocate and reallocate powers, duties, and funido divisions, sections, and units
under the principal department, but no substantiuection vested by law in any officer,
department, institution, or other agency within grancipal department shall be removed
from the jurisdiction of such officer, departmemstitution, or other agency under the
provisions of this section.

25.5-1-104 (2) (4), C.R.S. (2007). Departmentedith care policy and financing created
- executive director - powers, duties, and fundiofR2) The department of health care
policy and financing shall consist of an executilector of the department of health
care policy and financing, the medical servicesrdpand such divisions, sections, and
other units as shall be established by the exeeuivector ... (4) The department of
health care policy and financing shall be respolesibor the administration of the
functions and programs as set forth in part 2 o #rticle.
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Performance Measures:

This Request will help provide more administratigsources in order to support nearly all
of the Department’s Performance Measures, includimgse that are aligned with the
Governor’'sThe Colorado Promise

* Increase the number of clients served through tadgyentegrated care management
programs.

* Increase the number of children served through dicdeed medical home service
delivery model.

* Increase number of managed care options for clemslling in Medicaid.

* Increase the number of clients enrolled in vialkdsaged care options.

* Improve access to and the quality of Medicaid Iheedire as demonstrated through
improvements in Medicaid Health plan scores on tHe&lan Employer Data
Information Set (HEDIS) measures.
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mv_;Der.lsmn Item FY 0809

Schedule 13

Change Request for FY 08-09 Budget Request Cycle

K4

Base Reductlon Item FY 08-09 §

_ Supplemental FY 0708~

Budget Request Amendment FY 08-09 ,

IT Request: ~  Yes ¥

Cash Fund name/number. Federal Fund Glant name:
No :

~ Yes

Y  Neo

If Yg#, List Other Departments Here: N

Request Title: Restore Enroliment Broker Contract Fundmg ) - - o
Department:.  Health Care Policy and Financing _;D}ept. Approval by: Jghn Bartholor Dgte ) vemb r1 20
Priority Number: Dl- t1 QSPB Approval: , J(_, Date: n} ‘ 7
1 2 3 4 5 6 V7
oy Total Decision’ | = .. Total _ Change
vvvvvvvvvvvvvvvvvvv Prior-Year . Supplemental Revised ~ Base Base Noveinber 1 _Budget Revised from Base
e Actual Appr opriation Request Request _Request Reduction Request | Amendment Request (Colunn5)
Fund FY 06.07 FY 07-08 FY 07-08 FY 07.08 FY 0809 FY 0809 FY 08-09 FY 08-09 FY 08-09 FY 09-10
Total of All Line ltems | Total| 2056800] 1,739,465 o 1739465 1723940| 159570| 1883510 0f 1883510 159570
FTE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 000| 0.00
GF|  997942) 810715 Lo 8075 802,828 78785 882613 0| . 882813F 79785
GFE| N W 0 0 op 8 .0 .0 0 0 .9
CF 0D 143% | 0| 14395 3,800 0 3800 | o 3800 0
______ CFE| 27059 48,060 0|  4spe0} 60607 0 60 607 0 60,607 0
FF 1,031,799 866,295 0 866,295 856,705 79,785 936,490 0 936,490 79,785
{1) Executive Director’s S o |- N . - .
Office Total) 1,196014| 1035465 -0 1,039,465 1023940  (97848)) 926,092 o 926092 (97 B48)
Operatlng Expenses FTE 0.00 - 000 0.08 0.00 000 - 0.00 000 0.00 0.00 0.00
GF 586 457 494 229 0 494229 = 486,342 (48 924) 437 418 0 437 418 | (48 .924)
GFE| 0 0 o 0 0 0 0 0 .. B 0
CF 0 14,395 0 1439 | 3,800 0 3800 0 3800 0
CFE 8,151 14 546 0 14 546 27,093 0 27,093 o| 27,093 !
FF 601 406 516,295 0 516,295 506,705 (48 924) 457 781 0 457 781 (48,924)
{1) Executive Ditector’s _ . . ; . .
Office ] Toul 860,786 700,000 | 0 700,000 700000 257418 957 418 0 957 418 257 418
SB 97.05 Enrollment FTE 000l o000 0.00 0.00 o000 000 ooo 0.00 000 000
Broker GF 411485 316486 0 M6486| 316486 | 128709| 445195 0 445195 128709
.......... GFE| Y I 0 .0 g 0 g 0 g B 0
o0 0 0 0 o 0 g .0 o . D 0
CFE[ 189308 33514 0 33514 33514 | 0 33514 0 33514 0
FF 430,393 350,000 0 350,000 350,000 128,709 478,709 0 478,709 128,709
Lottomoto rovised toxt: " | . P : . — :
FF: Title XIX
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CHANGE REQUEST for FY 08-09 BUDGET REQUEST CYCLE

Department:

Health Care Policy and Financing

Priority Number:

DI-11

Change Request Title:

Restore Enrollment Brokert@ohFunding

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

[ ]Base Reduction Item FY 08-09
[ |Supplemental Request FY 07-08

SELECT ONE (click on box):

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

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

Short Summary of Reguest

Background and Appropriation History

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

This request is to increase the total funds gmmaton for the (1) Executive Director’s
Office, SB 97-05 Enrollment Broker from $700,000%@57,418 in FY 08-09 - a change
of $257,418. This increase is offset by a reductthe (1) Executive Director’s Office,
Operating Expenses line item of $97,848.

Funding Enrollment Broker Services

The Department funds enrollment broker servicesugih two sources including the (1)
Executive Director’'s Office, SB 97-05 EnrollmentdBer and (1) Executive Director’s
Office, Operating Expenses. In FY 06-07 the Dapart funded $942,784 from the
enrollment broker line item. This included $33,5440bacco tax moneys with matching
federal funds, $67,028 total, for caseload increatgven by the expansion Medicaid
population. In addition, the Department funded,888 through the Operating Expenses
line item. As a result, $1,040,632 in funding v@asilable for enrollment broker services.
The Department estimated that the expansion Medigsapulation would only require
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$35,030. As a result, the Department contractetl iaximus Inc. for $1,008,634 to
provide enrollment broker services and reverted ¥ to General Fund.

The Department primarily funds the enrollment brokarough the (1) Executive
Director’'s Office, SB 97-05 Enrollment Broker lineem. Under 42 CFR 438.10 the
Department is required to undertake various ams/ito ensurell eligible Medicaid
clients receive sufficient information to make aformed choice when they decide to
enroll in either a managed care or a primary cdmgsipian program. The Centers for
Medicare and Medicaid Services requires the Depatnto follow very specific
instructions with respect to content, format, andbcpdures when disseminating
information to Medicaid-eligible clients about theiptions. Under this regulation, the
Department must:

* Provide current andpotential enrollees with enrollment notices, informational
materials, and instructional materials in a manaed format that may be easily
understood (including printing in non-English laages, oral interpretation services,
and alternative formats),

» Disseminate information about the availabilty dadrieus languages, formats, and
communication alternatives for receiving informatiand provide clear instructions
regarding how to access these alternatives,

» Tailor details of printed materials to differengi@ns within the State,

* Produce and distribute directories of physiciampgclists, and hospitals, including
information on those who speak a non-English laggua

* Provide information about where and how to obtanoanseling or referral service.

In fulfiling all of the functions described abovéhe Department contracts with an
enrollment broker with a multiingual staff who phace printed materials; operate a call-
center; disseminate mailings; counsel, enroll arsg@ndoll clients; and coordinate with
participating physicians, specialists and hospitals
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Although the majority of the enrollment broker empes are paid through the (1)
Executive Director’s Office, SB 97-05 EnrollmentdBer line item, the Department also
funds a portion of the contract through the (1) dtxie Director’s Office, Operating
Expenses line item. The managed care informatiachket received by clients includes a
managed care report card comparing Health Plan d&mplData Information Set
(HEDIS) scores, capitation rates and focus groupltse$or health care plans, primary
care physicians and fee-for-service. This repartlés mandated through C.R.S. 25.5-5-
410, 2006 which states that the Department mustiggaeports that “...shall include a
comparison of the effectiveness of the MCO [ManaGade Organization] program and
the primary care physician program based upon canpeoformance standards that shall
include but not be limited to recipient satisfantio

Originally, the Department produced this manageeé caport card in-house and sent out
a separate mailing to clients with this informationin FY 03-04 the Department
determined that it would be more cost effectiveptovide the information to potential
managed care clients through the enrollment broKer.addition, there were problems
with the Centers for Medicare and Medicaid Serviaesund the formatting and content
of the report card. As a result, the enrollmermtkbr took over all printing and mailing
responsibilities related to the managed care repand. However, services provided by
the enrollment broker for the managed care repand continued to be paid through the
(1) Executive Director’'s Office, Operating Expensedher than the (1) Executive
Director’s Office, SB 97-05 Enrollment Broker. Tlaelditional information provided
clients through the report card accounts for antiatdl $97,848 in the enrollment broker
contract.

FY 07-08 Figure Setting

During the Department’s FY 07-08 Figure Setting feebruary 14, 2007, JBC staff
recommended a reduction of $33,514, to bring tmellement broker contract back to the
FY 05-06 caseload levels. JBC Staff cited dediniraditional Medicaid caseload in their
justification for this reduction. “Even with the dition of the Expansion Medicaid

caseload, the FY 2007-08 Medicaid caseload is &sted to be lower than the FY 2005-
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06 caseload. In addition, as the Committee is awttiee Medicaid caseload that has an
option of managed care is decreasing becausermaBriCare Physician program does not
cover all counties in the State and nor does DeHeaifth” (page 74). This reduction was
consistent with the Department’s decision to ref@ntling in FY 06-07 due to declining
caseload estimates.

However, the ultimate action by the Committee wasut funding to this appropriation
by $242,784 rather than the JBC staffs recomménwlatvith the caveat that the
Department could request a Comeback if it was amece The Department responded
with a Comeback to continue funding for FY 07-08 tiee amount of $942,784. During
the March 16, 2007 Committee meeting, the Departsi@omeback received no action.

Beginning FY 07-08, the Department will receive $848 to fund enrollment broker
services after the JBC action to cut funding; $@00,from the SB 97-05 Enrollment
Broker line item and $97,848 from the Departmef@iserating Expenses line item. This
funding must cover all mailings to current managade clients and all new Medicaid
clients while meeting state and federal regulatioAs a result, the Department signed a
10 month contract with the enrollment broker coctiva, Maximus Inc.

Managed Carein the 2007 General Assembly

Concerns about the current options for managedasat@ecreasing enrollment prompted
the legislature to revisit the managed care modtielthe 2007 General Assembly regular
session, two important managed care bills were goassd signed by the Governor
including HB 07-1346 on prepaid inpatient healthngland SB 07-130 on medical homes
for children.

In an effort to increase the participation of pders in managed care in Medicaid, the
Governor signed HB 07-1346 concerning managedindhee medical assistance program
on May 29, 2007. This bill was a JBC sponsorddimt allows the Department to enter
into prepaid inpatient health plan (PIHP) agreemeat form of managed care. The
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General Description of Reqguest

passage of this bill will allow the Department moog@tions with managed care
agreements.

On May 31, 2007 the Governor signed SB 07-130 éater medical homes for children.
Under this bill, the Department is required to wavikh the Department of Public Health
and Environment (CDPHE) “to develop systems to m&a the number of children in

Medicaid and the Children’s Basic Health Plan whweéha medical home by July 1, 2008”
(Legislative Council fiscal note, page 1). Thisiform of managed care that would allow
gualified medical specialty, developmental, thetdijoeor mental health care practices to
act as medical homes. The medical home would geoaccess and coordination of all
medically-related services including:

* Health maintenance and preventive care;

* Health education;

* Acute and chronic iliness care;

» Coordination of medications, specialists, and thiesa
* Provider participation in hospital care; and

e 24-hour telephone care.

The purpose of this request is to increase (lgcHtve Director’s Office, SB 97-05

Enrollment Broker to $957,418. This is a net iaseto the enrollment broker contract
of $159,570, $83,214 less than the JBC cut in FO®7 This increase would restore the
enrollment broker to a 12 month contract, addressgr postage costs, fund additional
contractor services and move $97,848 in enrolim@oker expenses out of the (1)
Department’s Executive Director’s Office, Operatiagpenses and into the (1) Executive
Director’s Office, SB 97-05 Enrollment Broker. buddition, the restoration of the

enrollment broker contract would fulfill the Depant’s directive to ensure all Medicaid
clients make informed decisions when choosing amawgilable medical assistance
programs.
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Restoring a Full Year Enrollment Broker Contract

As a result of the reduction in funding during ¢ 07-08 Figure Setting from $942,784
to $700,000, the Department worked with the curremtollment broker to create a
revised scope of work beginning with the FY 07-@htcact. Although managed care
participation has decreased, the Department isretjuired to send out information
through the enrollment broker to every new Mediadient and yearly to every managed
care enrolled client. The primary method of manggio the appropriation included
drastically cutting the amount of information pred to clients through a mailing and
instead relied on internet resources.

Although this proposed contract was able to mariagéne $700,000 appropriation for
FY 07-08, direction from the Centers for Medicanel Medicaid Services stated that this
contract would not be in compliance with the fetlezgulation. In an email sent from the
Centers for Medicare and Medicaid Services on 18|y2007, it was stated that mailings
directing clients to a website are “not acceptabjethe Centers for Medicare and
Medicaid Services as a way to provide informatioiviedicaid clients that are a potential
enrollee in Medicaid managed care. CMS requiresState to actually provide all the
informational materials to potential enrollees thigh hard copy mailings. The State may
offer the website as an additional place to oltdarmation, however, the clients need to
receive a hard copy of the information materiaigetl in 42 CFR 438.10.” The
Department was required to change the FY 07-08racinback to the former scope of
work to ensure compliance and as a result, thellmanmat broker is currently funded for
ten months in FY 07-08. As such, the Departmettistract with the enrollment broker
will end on April 30, 2008.

The Department assumes that the FY 08-09 contraatdnalso be a partial year contract
ending April 30, 2009. Increasing the contract®i$9,570 in funding would allow the

Department to provide coverage for a full fiscalalyeand would also consolidate
enrollment broker funding in one line item. Thi®wd meet the federal requirements
outlined in 42 CFR Section 438.10(e) which asstigs “The State or its contracted
representative must provide the information...to eaatential enrollee...at the time the

Page G-7



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIRMNS; FY 08-09 BUDGET REQUEST

potential enrollee first becomes eligible to ennalla voluntary program, or is first
required to enroll in a mandatory enroliment prognaithin a timeframe that enables the
potential enrollee to use the information in chagsamong available MCOs [Managed
Care Organizations], PIHPs [Prepaid Inpatient HeaRlans], PAHPs [Prepaid
Ambulatory Health Plan] or PCCMs [primary care casmagement].”

Postage Costs

JBC staff initially recommended a reduction of &3} to bring the enrollment broker
contract back in line with FY 05-06 caseload levelhis recommendation was based on
forecasts predicting that caseload would be lowan Y 05-06. Estimates from the FY
08-09 Budget Request, November 1, 2007, predidis taseload to fall by 4.16%
between FY 05-06 and FY 08-09. This decreaseanntimber of mailings is offset by
increases to the cost per mailing. Postage casts mcreased by 9.76% Changes
required by the Centers for Medicare and Medic&d/iBes to the informational material
included will increase the printing and mailing tsos

Enrollment Broker and Operating Expenses

Lastly, in addition to restoring the enroliment keo to a 12 month contract, this request
also moves $97,848 out of the (1) Executive Direst@ffice, Operating Expenses and
into the (1) Executive Director’s Office, SB 97-88rollment Broker. This is the portion

of operating that has been added to the enrollleokter contract since FY 05-06 and
includes the costs associated with printing andlimgaa managed care report card.
Moving this funding would allow the Department t@mage all enrollment broker costs
out of a single line and would improve the transpay in the Department’s budget.

! Caseload estimates for FY 08-09 were reported3a®87 whereas FY 05-06 actuals were reported 83 @5.

2 The United States Postal Service has made tweases since the start of FY 05-06. The first mseeoccurred in January 2006 and increased thelfiss
postage rate from $0.37 to $0.39. Postage inalesg@in in May 2007. This increased first-classtgge from $0.39 to $0.41. Although enrollmentkiro
packets are mailed at bulk rate, the Departmeninass that the total increases are consistent iétlthange in the first-class rate.
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Consequences if Not Funded:

Managed Care and M edicaid

Managed care in Medicaid is an important approachtie State to provide a medical
home for the Medicaid clients, to prevent ovenrzailion, and to ensure quality care for
clients. The Health Plan Employer Data Informateaet (HEDIS) reports show that

clients in managed care plans typically receive en@rimary care services (e.g.

immunizations, primary care physician visits) tladients in the fee-for-service program.
The Department is in the process of researchingswayexpand managed care in the
State. The Department currently contracts withiovasr types of managed care
organizations, including health maintenance orgdiuns, primary care physicians, and
prepaid inpatient health plans. In addition, dithing new relationships with managed
care organizations supports the Governdtie Colorado Promiséo improve access to

health care and improve the quality of care pravide

The Department would continue to manage the eneoll broker contract to the

$700,000 appropriation first received in FY 07-0Bhe Department would maintain a 10
month contract with the enrollment broker, endingriA30, 2009. The Department

would not be able to contract for enrollment sexsirom May 1, 2009 to June 30, 2009.
During this period, the Department would be inai@n of federal law and would risk the
potential disallowance of the federal match folMaidicaid services.
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Calculations for Request:

Table 1: Summary of Request FY 08-09

Summary of Request FY 08-09 Total Funds General Fund Federal Funds
Total Request $159,570 $79,785 $79,785
(1) Executive Director’s Office, SB 97-05 Enrollmiéroker (Column 6) $257,418 $128,709 $128,709
(1) Executive Director’s Office, Operating Expeng€slumn 6) ($97,848 ($48,924) ($48,924)

Table 2: Summary of Reguest FY 09-10

Summary of Request FY 09-10 Total Funds General Fund Federal Funds
Total Request $159,570 $79,785 $79,785
(1) Executive Director’s Office, SB 97-05 Enrollmiéroker (Column 6) $257,418 $128,709 $128,709
(1) Executive Director’s Office, Operating Expeng€slumn 6) ($97,848 ($48,924) ($48,924)

Table 3: Calculation of 12 M onths of Funding

Row | Item Total Description
A (1) Executive Director's Office, SB 97-05 Enrodint Broker $700,000SB 07-239
B (1) Executive Director's Office, Operating Expess $97,848 FY 07-08 Enrollment Broker Contract
C Total FY 07-08 Enrollment Broker Contract $797,848 | Row A + Row B
D Number of Months in FY 07-08 Contract 16Y 07-08 Enrollment Broker Contract
E Monthly Contract Amount for Enrollment Broker Siees $79,785 Row C / Row D
F Total Funding Requested for FY 08-09 $957,418 | Row C + Row E * 2
G Difference in Funding between FY 07-08 and FY 08-09 $159,570 | Row F - Row C
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Assumptions for Calculations

The Department is requesting $159,570 in totatléuto reinstate the enrollment broker
contract ending in FY 06-07. This request would@®,785 General Fund and $79,785
federal funds. This request is the difference betwincreases in (1) Executive Director’s
Office, SB 97-05 Enrollment Broker and reductioms the (1) Executive Director’'s
Office, Operating Expenses.

Table 3: Calculation of 12 M onths of Funding

The Department calculated the total funding nedded2 months of contracted services
from an enrollment broker by taking the current mbnth contract for the enroliment
broker and expenses paid out of operating andidgvidy 10. This gives the monthly
contract cost of $79,785 to retain the currentintcacted enroliment broker. This
monthly cost was then multiplied by 12 to obtaie tbtal funding request for FY 08-09;
$957,418. This is $159,570 more than the FY Otd&ract.

Impact on Other Government Agencies: None.

Page G-11



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIRMNS; FY 08-09 BUDGET REQUEST

Cost Benefit Analysis

FY 08-09 Cost Benefit Costs Benefits
Analysis
Request The cost of the request includes $159,570 Tbe request would allow the Department to enter
reinstate a 12 month enroliment broker contract. | into a 12 month contract with the enrollment brok
The Department assumes that the newly designed
website would continue as a resource with |the

materials would be addressed with the new cont
In addition, all enroliment broker funding would

97-05 Enrollment Broker. This would incread
transparency in the Department’s budget.

Consequencesif not
Funded

The cost of not funding the reinstatement of mor

to the enrollment broker contract would be a ph
year contract ending April 30, 2009. Failure

provide enrollment broker services between Apri
2009 and June 30, 2009 would cause the Department

to be noncompliant with federal regulations and
Department would risk losing federal match for
expenditures.

aye benefits.
rtia
to
1,

the
all

restored contract and that the Centers for Medicare
and Medicaid Services concerns regarding printed

ract.
be

moved into the (1) Executive Director’s Office, $B

se
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Statutory and Federal Authority

42 C.F.R. Section 438.10 (a) Terminology.Enrollee means a Medicaid recipient who
is currently enrolled in an MCO, PIHP, PAHP, or PBICin a given managed care

program. Potential enrollee means a Medicaid resmp who is subject to mandatory
enrollment or may voluntarily elect to enroll inga&ven managed care program, but is not
yet an enrollee of a specific MCO, PIHP, PAHP, @GM.

42 C.F.R. Section 438.10 (b) Basic ruleskach State, enrollment broker, MCO, PIHP,
PAHP, and PCCM must provide all enrollment noticegormational materials, and
instructional materials relating to enrollees andtential enrollees in a manner and
format that may be easily understood. (2) TheeStauist have in place a mechanism to
help enrollees and potential enrollees understdredState’s managed care program. (3)
Each MCO and PIHP must have in place a mechanisthmetp enrollees and potential
enrollees understand the requirements and benafiise plan.

42 C.F.R. Section 438.1@) Language -..(1) Establish a methodology for identifying
the prevalent non-English languages spoken by kE@®land potential enrollees
throughout the State. “Prevalent’” means a nomgksh language spoken by a
significant number or percentage of potential elees and enrollees in the State. (2)
Make available written information in each preval@on-English language...

42 C.F.R. Section 438.10 (d) Formafi) Use easily understood language and format;
and (ii) Be available in alternative formats andan appropriate manner that takes into
consideration the special needs of those who, xanmgple, are visually limited or have

limited reading proficiency. (2) All enrollees apdtential enrollees must be informed
that information is available in alternative fornsasind how to access those formats.

42 C.F.R. Section 438.1@) Information for potential enrollees. - (i) At the time the
potential enrollee first becomes eligible to enrwil a voluntary program, or is first
required to enroll in a mandatory enrollment progra (ii) Within a timeframe that
enables the potential enrollee to use the inforamain choosing among available MCOs,
PIHPs, PAHPs, or PCCMs. (2) The information fotgndial enrollees must include...
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Performance Measures:

42 C.F.R. Section 438.1() General information for all enrollees of MCOBJHPs,
PAHPs, and PCCMsInformation must be furnished to MCO, PIHP, PAlRd PCCM
enrollees as follows: (1) The State must notifyealiollees of their disenrollment rights,
at a minimum, annually. For States that chooseesirict disenrollment for periods of 90
days or more, States must send the notice nohess@0 days before the start of each
enrollment period. (2) The State, its contractegiresentative, or the MCO, PIHP,
PAHP, or PCCM must notify all enrollees of theight to request and obtain the
information listed in paragraph (f)(6) of this seet and, if applicable, paragraphs (g)
and (h) of this section, at least once a year...

This Decision Item affects the following PerforroarMeasure:
* Increase the number of clients enrolled in vialkdsaged care options.

The Department believes that restoring the enrollnm@oker contract will facilitate
Medicaid clients in making informed choices abditt managed care options. Managed
care has been shown to improve health outcomesighrthe coordination of care and
increased participation in preventive health.
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Change Request for FY 03-09 Budget Request Cycle

Decision Item FY 0809 v

Schedule 13

Base Reductlon Item FY 081]9

) Supplemental FY ﬂ'll]B

Budget Request‘Amendme_n’t FY UB-OBV

IT Request:

Request Aﬁet:ts Other Departments

. .Yes.

¥ No

' If Yes, List Other Departments Here:

Ré(“"uesgnﬂ‘e-ﬂ h 'Increase Heaith Mamtenance Orgamzatmn Rates to 100% of Fee- for-Servnce ) ‘ [ -
Department: Health Care F'ollcy and Flnancmg Dept. Approval by, Bartholorm (Pb Date: “November 1, 2007 »
Priority Number:  Dl-12 OSPB Approval: M Date: "%‘7 o7 [[//
1 2 3 1 5 6 (% 8 9 10
Total Decision/ R N Total | Change
Prior-Year | Supplemental Revised Base Base November 1 Budget | Revised _from Base
| Actual Appropriation Request Reguest Request Reduction Request | Amendment Request {Column 5)
Fund | FY06.07 FY 0708 FY 07.08 FY 07.08 FY 0809 FY 08-09 FY 0809 FY 08-09 FY 08-09 FY 09-10
Total of All Line tems | Total|2,061,396,808 | 2,147 858,908 0!2147 858908 |2,147626990 | 4,372 996 | 2,151,999 986 02151899906 4537748
FTE 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
 GF| 833377714 652421500 0| 852421500 651512742 | 2186498 | 653,699,240 0] 653699.240 2268874
GFE| 343,100,000} 343,900,000 0| 343900000 | 343900000 0| 343900000 0( 3432900000 0
_CF 0 38,256 0 - 38256|  382% 0 38,256 1} 38,256 0
"CFE| 48860206 | 765001368 ol 7eo01368| 76794187 0| 76794167 0| 7794187 0
FF|1,036,055,808 |1,075,497 764 0 [ 1,075,497 784 1,075,381 825 2,186 498 [1,077 566,323 0|1,077 568,323 2,268,874
(2) Medical Services
Premiums " Total|2,061,395,808 | 2,147 858 908 - 0(2,147,858908 [2,147 526990 | 4372996 | 2,151,999 986 02151999986 ] 4537748
FTE| ooo] 0.00 0.00 0.00 0.00 000  0@0 0o0| o000l oo
B GF 533 3?7 714 652 421 500 0| 652421500 B51512,742 2,186,498 | 653,699,240 0| 8653699240 2,268,874
_GFE| 3432100000 | 343,900,000 | 0] 343900000 343900000 0| 343900,000 0| 343900000 0
»»»»»»»» CF 0 38,256 0 38,256 3825 0 38,256 o 38,256 0
CFE| 48830206 | 76,001,368 0| 76001368 76794167 | 0| 76,794,187 0| 76794167 0
FF|1 036,058,888 1 075 A97 784 0]1,075,497 784 1,075,381 825 2186 498 |1,077 568,323 0 [1,077 568,323 2268874
Le“emme rew?ea roxt - ; R S S P -
Cash Fund name/number, Federal Fund Grant name: FE: Title XIX

Page G-1
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CHANGE REQUEST for FY 08-09 BUDGET REQUEST CYCLE

Department: Health Care Policy and Financing

Priority Number: DI-12

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

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

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

[ |Supplemental Request FY 07-08 []An emergency

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

Short Summary of Request This Change Request increases funding for theaieent’s Medical Services Premiums
Long Bill Group by $4,372,996 total funds to incseacapitation rates paid to physical
health managed care organizations from 95% ofdeaédrvice costs to 100% of fee-for-
service costs. This funding would enable the Dmpamt to retain its sole physical health
managed care organization in the Medicaid managezgl@rogram.

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

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

During that same period, the Department was engagétation and arbitration with
four out of five of the managed care plans who saved Medicaid clients during that
time, regarding the adequacy of the capitationsraged to the plans. Between FY 02-03
and FY 04-05, the Department paid an additional&IA7,395 to managed care plans as a
result of judgments against the Department (FY D&@int Budget Committee Hearing,
January 5, 2006, page 40). In response to thgatiiin, the General Assembly passed HB
02-1292, which significantly changed the managed statute, and required that managed
care organizations certify that capitation rates actuarially sound, and that those rates
are sufficient to assure the managed care organzfinancial stability. Capitation rates
were restricted to “ninety-five percent of the dirdealth care cost of providing these
same services on an actuarially equivalent ColoMddicaid population group” [25.5-5-
408 (1) (b), C.R.S. (2007)], and therefore did metlude any specific allowance for
administrative services.

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

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

However, on September 1, 2006, Colorado Accessdeitsiparticipation in the Medicaid
managed care program. Now, less than 10% of Middaients are enrolled in a risk-
based managed care organization. No new managedocganization has joined the
Department since 2004. There is no risk-based geahaare option outside the Denver-
metro area.

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

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

page 3).

In June 2007, the Department was informed by Demiealth Medicaid Choice that

unless capitation rates were increased to the 18084 that it would leave the Medicaid

managed care program. In response, the Departmdmitted a 1331 Emergency
Supplemental to the Joint Budget Committee reguggiermission and funding to raise
rates to the 100% level. The Joint Budget Commitel not approve the Emergency
Supplemental, but sent a letter to the Departntating:

The Joint Budget Committee has reviewed the Demants\FY 2007-08 emergency
supplemental request to increase health maintenamyamization (HMO) rates to
100 percent of the fee-for-service costs for ditezzlth care services. At this time,
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General Description of Request

the Committee has not approved a change to therDegat's appropriation for the
Medical Services Premiums (MSP) line item. The Cdbea will address all
funding changes to the MSP line item, including tineding needed for this issue,
during the March 2008 supplemental review. Although change to the
appropriation has not been approved at this tilree Committee gives a favorable
review to the Department's plan to negotiate HMO raées for Denver Health
Medicaid Choice up to 100 percent of the fee-for-sdce costs pursuant to
Section 25.5-5-408 (9), Colorado Revised Stat&)7).

The Committee is fully aware that a favorable revef the Department's plan will
have an eventual appropriation impadEmphasisadded)

Based on the letter from the Joint Budget Committe Department entered into a
contract with Denver Health Medicaid Choice effeetiuly 1, 2007 to pay rates at an
increased level to ensure that Medicaid clientsticoed to have adequate health care
coverage.

The Department requests $4,372,996 total fundisctease capitation rates from the 95%
of fee-for-service level to the 100% level for F8-09 and beyond. The Department is
permitted to pay rates up to the 100% of fee-fovise level by HB 07-1346, Section 4,
although the Department did not receive any fundiingaise capitation rates. Increasing
capitation rates to the 100% level is a significgaticy change that will increase
expenditure. Because the Department cannot impkeswch a policy change without
additional funding, this request seeks an appropndrom the General Assembly for the
purpose of raising capitation rates to the 100%llevThis request would allow the
approximately 36,500 clients enrolled in Denver He®ledicaid Choice, to remain in the
same medical home. If Denver Health Medicaid Ghoigere to exit the Medicaid
managed care program, these clients would transfiom managed care to fee-for-
service.

! Letter from the Joint Budget Committee to Joan ndrerry, Executive Director, Department of HealtiréCPolicy and Financing. June 20, 2007.
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In September 2006, when Colorado Access ceaseddprggervices as a physical health
managed care organization, a significant nhumbecliehts were able to select Denver
Health Medicaid Choice as their new medical hom&his mitigated the impact of
Colorado Access leaving the program, as clientevadile to choose an alternative pre-
existing network of providers. However, becauseni2e Health Medicaid Choice is the
last remaining Medicaid physical health managecde carganization, clients currently
enrolled in managed care will immediately movehe fee-for-service population. This is
a major change for clients who receive servicébenmanaged care program.

The Department does not believe that a significambber of clients will transition to the
primary care physician program. When Colorado Ascexited the Medicaid managed
care program in September 2006, the Departmentirerd in the primary care physician
program did not increase. Enrollment in the prymzare physician program is not only a
function of client need, but also of the abilitymbviders to take on additional caseload.
As was seen after Colorado Access left, there doesppear to be either the capacity or
the willingness to accept new clients in the pragra

The Department does not require any additional midtrative resources to implement the

change. The Department, in consultation with a@siary, has determined that rates at the
100% level fall within the range required to maimtactuarial soundness for FY 07-08,

and therefore are expected to be sound in FY 08r@Pbeyond. The Department can
implement the change immediately upon approvahef €hange Request, which would

affect capitation rates paid for July 1, 2008.

Additionally, if new providers enrolled, the Depagnt would pay any new health
maintenance organizations at the 100% of fee-forse levels. The Department does
not anticipate any additional costs or savings fioeneasing the number of providers, as
the Department already pays 100% of fee-for-semates to fee-for-service providers.

This Request does not seek any funding for paytesrat 100% of fee-for-service for FY
07-08. The Department may choose to submit a agphudget action at the appropriate
time to account for changes to the program in FYX087
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Consequences if Not Funded:

If the Department’s request is not approved, Deklaalth Medicaid Choice would likely
exit the Medicaid managed care program. ApproafgeR6,900 clients would transition
from managed care to fee-for-service. The Departmmey experience increased costs as
a result of paying the full fee-for-service ratas,the Department was previously paying
95% of the fee-for-service cost for these clientee Department anticipates that it would
see increases in more expensive emergency serdseslents’ access to primary and
preventive care would likely be disrupted. Furthere, with reduced access to primary
and preventive care offered through managed cheeguality of care of patient care
could deteriorate, resulting in additional costs.

Further, the Department’s ability to encourage nskbased managed care organizations
to participate in the Medicaid program will remanhits current low level. Other than
Denver Health Medicaid Choice, the Department has had a new physical health
managed care organization enter the program singeist 1997.

The Department estimates that the increased cdsiesé clients transitioning to the fee-
for-service population would be equal to or gredban the cost of increasing capitation
rates to the 100% level. If the Department expegre increased costs as a result of the
transition, the Department would request additidnatling as part of the normal Budget
Request for Medical Services Premiums on Novemp20Q8.
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Calculations for Request:

Summary of Request FY 08-09 Total Funds General Fuh Federal Funds
Total Request (Matches column 6, Schedule 13) $4283996 $2,186,498 $2,186,498
(2) Medical Services Premiums (Matches column Ge8ale 13) $4,372,996 $2,186,498 $2,186,498

Summary of Request FY 09-10 Total Funds General Fuh Federal Funds
Total Request (Matches column 10, Schedule 13) $3/45748 $2,268,874 $2,268,874
(2) Medical Services Premiums (Matches column the8ule 13) $4,537,748 $2,268,874 $2,268,874

Assumptions for Calculations

Impact on Other Government Agencies:

Cost Benefit Analysis

Source for Summary of Request located in Tablendage 12.

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

figures have been adjusted to reflect estimatedl@as growth, using trend factors from
the Department’s November 1, 2007 Budget Requeastviiedical Services Premiums

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

Department may require more or less funding in BYOO and subsequent years. If the
Department experiences increased costs as a m&stifte transition, the Department

would request additional funding as part of thenmar Budget Request for Medical

Services Premiums on November 1, 2008.

None.
Return on Investment Analysis

The Department anticipates that increasing capiatates will enable the Department to
retain Denver Health Medicaid Choice as a phydiesllth managed care organization.
This will increase client access to primary and/prgive care. Without this access, clients
may experience adverse health outcomes from praventinesses which would have
been avoided if clients had expanded access toapriand preventive care. As clients

Page G-8



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIRMNS; FY 08-09 BUDGET REQUEST

experience adverse health outcomes, the Departmentquired to purchase more

expensive treatments, likely increasing state edp@re on these clients by at least 10%
above the 100% of fee-for-service level.

Investment:

Cost Avoidance

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

outcome.

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

$4,372,996 Total FY 08-09 requested funds Approxinay $4,810,296

ROI=1.10

Implementation Schedule

Statutory and Federal Authority

The Department would implement new capitatioesain July 1, 2007.

25.5-5-402, C.R.S. (2007). Statewide managed sysmtem.

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

25.5-5-408, C.R.S. (2007) [as enacted by HB 07-L34@Capitation payments -
availlability of base data - adjustments - rate wdaton - capitation payment proposal -
preference - assignment of medicaid recipients.

(9) The rate-setting process referenced in subsedi) of this section shall include a
time period after the MCOs have received the direlth care cost of providing these
same services on an actuarially equivalent Coloragedicaid population group
consisting of unassigned recipients and recipiemthie primary care physician program
provided in section 25.5-5-407, for each MCO tomsiilto the state department the
MCQO's capitation payment proposal, which shall ermteed one hundred percent of the
direct health care cost of providing these samevises on an actuarially equivalent
Colorado medicaid population group consisting oassigned recipients and recipients
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Performance Measures:

in the primary care physician program provided iecson 25.5-5-407. The state
department shall provide to the MCOs the MCO's $geadjustments to be included in
the calculation of the MCO's proposal. Each MCQapitation payment proposal shall
meet the requirements of section 25.5-5-404 (1autk) (1) (1).

This Change Request affects the following Perfoicedvieasures:

* Increase the number of clients served through tadyentegrated care management
programs.

* Improve access to and the quality of Medicaid heedire as demonstrated through
improvements in the Medicaid Health plan scoresHmalth Plan Employer Data
Information Set (HEDIS) measures.

» Survey customer satisfaction with managed caregusia Consumer Assessment of
Health Plans Survey (CAHPS).

The Department believes that increasing healthtet@@mce organization rates to 100% of
the fee-for-service level will increase overall @s€ to health care, thereby increasing
customer satisfaction and quality of health outceame
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Tahle 1: Estimate of Increase in Expenditure Due to Increase in Capitation Rates
FY 07-08 Impact

Column A B C D E G H 1
FY0708 | FY07-08 Estimated FY| Estimated |Estimated FY Iﬁi‘::;i?i Estimated
Rate Rate 06-07 Trend from 07-08 Increase in
Aid Cat Rate Subcat Diff FY 07-08
aresory ate SUbCAlegity | 954 of Fee- |100% of Fee- BTENCE | Monthly | FY06-07to | Monthly Monthl FY 07-08
for-Service | for-Service Enrollment FY 07-08 Enrollment . v Expenditure
Expenditure
;T;i‘;“;‘iﬂjtif;;éfg Female $183.71 $193.38 $9.67 4,015 11 94 3,535 $34,179 | $410,148
Categorically Eligible Low-
Mal 162.31 170.86 8.54 720 -11.54% 634 5416 64.992
Tncome Adults (AFDC-A) c § 5 $ ’ 5. Be,
Baby Care Program Adulte $180.89 $190.41 $9.52 215 6.44% 229 $2,180 $26,160
Eligible Children (AFDC-CYBC) |Age 1 and Over $58.08 $61.13 $3.06 19,027 6.47% 17,796 $54,397 | $652,764
Eligible Children (AFDC-C/BC)  |Under 1 $191.73 $201.82 $10.09 2,468 6.47% 2,308 $23.200 | $279.480
Foster Care $213.20 $224.42 $11.22 139 11.01% 154 $1,728 $20,736
Adults 65 and Older (OAP-8)  [Mon-Institutional $231.95 $244.16 $12.21 3,369 -1.96% 3,303 $40,323 | $483.876
Adults 65 and Older (OAP-4)  |Tnstitutional $214.79 $226.10 $11.20 191 -1.96% 187 $2.114 125,368
?g;;l_eg ?nﬁmd]uﬂaljg? Adults i‘:;?;;‘%“nj;ﬂ’ £726.00 $764.21 $38.21 4,234 162% 4303 | $164419 | $1.973.028
Disabled Individuals and Adults  [MMon-Institutional, Third
. 186.45 196.26 9.81 1779 1.62% 1,208 17,742 212.904
{OAF-B and AND/AR) Party Coverage § 5 $ ’ ! ’ 817, fa12,
?Cl)s;g_eg Zﬁ“d“ﬂjgi Advlts IC‘;Z?;“O“J’ Medieald | ¢y 50593 | 166366 $23.43 63 1.62% 64 £5.240 $64,020
Dizabled Indrriduals and Adults  |Institutional, Third Party
: 181.89 19147 9.57 28 1.62% 28 268 3216
(OAP-B and AND/AE) Coverage § $ $ ! § 83,
Total 36,248 34349 | $351.396 | $4,216,752
Formula/Motes (1 (1 B-4 (2) (3) D*(1+E) C*F G*12

(I FT 07-08 capitation rates takeen from the Departiment's Actuarial Certification letter

{2y Estimated FY 06-07 MMonthly Enrollment based on mternal Department fgures for Denver Health IWedicard Choice enrollment, using the average of Tanuary - Tune 2007

{31 Estimated trend talken from the Department's Wovember 1, 2007 Budget Eecuest, Extubits for Medical Services Premms, page EB-1. For the purpose of this analyais, the
Department assumes that enrollment trends will reflect overall hedicaid caseload trends by aid category. For the combined Disabled Individuals category, the Department uses the
Dizabled Indrviduals to 59 (ANDIAR) trend, as thosze chents represent the large majornty of chents served m this rate group.
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Tahle 2: Estimate of Increase in Expenditure Due to Increase in Capitation Rates
FY 08-09 and FY 09-10 Impact

Column A B C D E F G
_ FY0809 | FY08-.09 FY 09-10

Iistlmateri Estimated Estimated | Estimated Increase | Estimated EFY ﬁf:_;md Estimated Increase

Add Category Rate Subcategory F;"l:;:;sm Increase in | Increase in in FY 08-09 Increase in Ins & E_ in FY 09-10

) Per Capita Caseload Expenditure Per Capita creasem Expenditure

Expenditure Caseload
Cost Cost
;ategor‘;zﬂjfﬁ;;éog Femals $410,148 4.90% 231% $420,387 4920 -0.43% $439.173
Cone £ -
Elategor‘;zﬂjtﬂéﬁgéog Male 64,992 4.92% -2.31% 66,614 4.92% -0.43%% $69,591
COImE 2 -
Baby Care Program Adulte $26,160 2.47% 7599 27768 2.47% 2.81% $29,253
Eligible Children (AFDC-C/BC) |Age 1 and Over 5652764 4.23% 006% $679,968 4.23% 0.02% $708.872
Eligible Clildren (AFDC-C/BC) |Under 1 $275 480 4.23% 0.06% $251.127 4.23% 0.02% $303 502
Foster Care $20,736 5.02% 4.76% $22,214 5.020 2.12% $24 467
Adults 65 and Older (OAP-4)  |Won-Tnstitutional $483.876 163% 0.64% $454 910 163% 0.71% $506.548
Adults 65 and Older (OAP-A) | Institutional $25 368 163% 0.64% 25 946 163% 0.71% $26 556
?Cf;;le; hj‘“dualj;g; Adilts ior;h.sz%tﬁnal’ $1,973,028 3,58% 0.41% $2,052,041 3.58% 0.10% $2,127.630
-BE and ATID edica Vi
?Cl)szgeg hi‘“dualj;g Addrs x&%gﬁom £212,904 3.58% 0.41% $221,430 3.58% 0.10% £229,557
- Al .Al‘:ID
?Sszgfg zi“”d]u&ljg? Adls Esetﬁn;fé " $64,080 3 58% 0.41% $66,646 3.5%% 0.10% $65,101
Dhzabled Indimduals and Adults  |Insttutional, Third

’ 3216 3.58% 0.41% 3345 358 0.10% 3,468

(OADP-B and AND/AR) Party Coverage 53, ! i 53, i ! 53
Total 4,216,752 $4,372,996 $4,537,748
Formulaotes (1 (2) (3 AF(I+B)*(1+C) (@ 3) AF(I+B)*(1+C)

{1) From table 1

(2 Estimated per capita growth from Movember 1, 2007 Budget Eecquest, Section E, Exhibits for Medical Services Premiums, Exhibit F, page EF-4. FT 08-02 trends held constant
for FY 08-10.

(3 Estimated caseload trend taken from the Department's November 1, 2007 Budget Eequest, Section E, Exhibits for Medical Services Premmms, page EB-1. For the purpose of this
analysis, the Department assumes that enrollment trends will reflect overall Medicaid caselead trends by atd category. For the combined Disabled Indinduals category, the Department
uzes the Disabled Individuals to 59 (ATWDIAR) trend, as those clents represent the large majority of clients served i this rate group.
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‘Schedule 13
Change Request for FY 08-09 Budget Request Cycle
i ) Decislon [tem FY 0809 ¥ _Base Reduction item FY 0809 Supplemental FY ¢f 08~ Budget Request Amendment FY 0809 _
Request Title: Web Portal Contract Adjustments and Enhancements » ;
Department: Health Care Policy and Financing Dept. Approval by: John Bartholgfhew m Date: Novemper 1, 2007
Priority Number: DI-13 OSPB Approval: AA Date: /i 123/0) a/1/€7
1 2 3 4 5 6 N 7 s 7 "9 10
Total Decision’ Total Change
Prior-Year e Supplemental |  Revised _Base Base | November 1 | Budget Revised | tromBase
_ Actual Appropriation Retuest Request Request Reduction Request Amendment Request (Column 5)
Fund FY 06-07 ~ FY07-08 FY 07-08 FY 07.08 FY 08-09 FY 08-09 FY 08-09 FY 08-09 FY 08-09 FY 09-10
Total of All Line Items Total 314 800 312,900 0 312,500 312,900 117 833 430733 0 430,733 0
FTE 0.00 | 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
GF 78,700 78,225 0 78225 78225| 28458 107 683 0 107 683 0
GFE 0 0 0 a ; 0 0 0 0 0 1]
CF 0 0 0 a a a 0 0 0 0
CFE 0 a 0 a 0 a 0 0 0 0
FF 236,100 234 675 a 234 675 234675 88.375 323,050 0 323,050 0
(1) Executive Director’s | o . . .
Office, Health Insurance |  Teotal 314,800 312,800 B 0 312,800 312900 117833 | 430733 | 0} 430,733 ) 0
Portability and FTE 0.00 0.00 0.00 0.00 0.00 | 0.00 0.00 - 0.00 0ooy 000
Accountability Act of GF 78,700 78,225 0 78,225 78,225 29,458 107 683 0 107 683 0
1996 (HIPAA)} Web Portal GFE 0 0 0 0 a 0 0 0 0 0
Maintenance CF 0 0 0 0 a a 0 a 0 0
CFE N 0 0 0 a a -a 0 0 0 0
FF 236,100 234675 0 234 675 234 675 88.375 323,050 0 323,050 0
Letternote revised text: o ‘ ‘ V ‘
Cash Fund name/number, Federal Fund Grant name: FF: Title XIX
ITRequest: =~ Yes ¥ No , _
Request Affects Other Departments: Yes “ HNo f Yes, List Other Departments Here: |
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CHANGE REQUEST for FY 08-09 BUDGET REQUEST CYCLE

Department:

Health Care Policy and Financing

Priority Number:

DI-13

Change Request Title:

Web Portal Contract Adjustmmand Enhancements

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

[ ]Base Reduction Item FY 08-09
[ |Supplemental Request FY 07-08

SELECT ONE (click on box):

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

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

Short Summary of Reguest

Background and Appropriation History

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

This request is for $117,833 to fund needed dgpecreases and maintenance concerns
regarding the Department’s internet-based secusddpartal services.

The Department’s web portal became operationaDbB2and was initiated as part of the
Health Insurance Portability and Accounting Act 1896 (HIPAA) requirement to
implement the federal Transaction and Code Set.RUlee web portal is used to insure
privacy and electronic security, as required by AP for transmission of data to and
from the Medicaid Management Information Systers, @olorado Benefits Management
System, the Business Utilization System (BUS), cadoroviders, and the Centers for
Medicare and Medicaid Services. The largest amofintansmission activity is to the
Medicaid Management Information System generatedhey Department’s contracted
medical providers.

Reports, files, and transaction responses arendiad by Affiliated Computer Services,
Inc., the fiscal agent for the Medicaid Managemitibrmation System, back to the
medical providers. However, the contractor forwedb portal, CGI Information Systems
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and Management Consultants, Inc. (hereafter refaweas CGI), is independent of the
fiscal agent, Affiliated Computer Services, Inc.eTDBepartment also uses this portal for
medical assistance site workers who require atcoesther Department systems.

CHANGE MANAGEMENT

CGlI provides production support and maintenancettier web environment, including
“change management” for the services that are geovi Required change management
(or system modification) is addressed through al pddhours built into the vendor’s
contract. These hours, equal to 260 for FY 0748, meant as resources for needed
interface modifications so that information can tbansmitted both to and from the
Medicaid Management Information System and fisgah& to both medical providers and
the Department.

The number of hours per change management needwidrythe complexity of the
project. For the past two fiscal years, howeveragerage of six change management
requests per year have carried over from the fisoal year because there have not been
enough hours allocated to complete all requestsily @e requests with the highest
priority have been completed.

CAPACITY

When the Department’s web portal was initially tegi it was anticipated that 5,000 total
users would access the web environment, howevealhot them would be using the web
portal at the same time. As such, the web porés and is designed to provide capacity
for 500 simultaneous users. Access for each akthisers is dependent on the amount of
system capacity available at the time they log dh portal. Prior to FY 06-07, user
volume had remained under the 500 simultaneous.us¢oswever, because the portal was
successful and provider acceptance of the systeminoces to grow, the number of
simultaneous users has continued to grow as well.

Page G-3



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FIRMNS; FY 08-09 BUDGET REQUEST

General Description of Reqguest

With more users, there is a corresponding incréasemand for services to allow such
things as larger file transfers and more immediasponse. When users submit large data
fles to the web portal, both system memory andceseing capacity are significantly
diminished. As such, large file transmissions ao& scheduled with consideration for
times of day when capacity may be available, oftetside of normal business hours.

This request is for $117,833 to address shastiallthe web portal for both change
management and increased capacity. If approvedrafuest would provider for greater
simultaneous user volume, system stability, anceased transaction speeds for providers.

CHANGE MANAGEMENT

The Department requests an additional $35,000 parek the number of hours available
for CGI to keep the web portal functioning smoothiithough the Department projects
that at least 750 additional hours are needed,08%@ose hours have become an extreme
necessity. Given recent practice of only addrgstie Department’s most urgent change
management items have required many system chatwese delayed until new
maintenance hours are available at the start ofoflaving fiscal year. This practice has
caused delays in enhancing the services of seagidgeceiving data to the Department’s
fiscal agent and/or delays for provider verificatiof client eligibility. There are changes
that are needed due to rule changes and desigiiosslthat are necessary to support the
major systems that have not had funding suffidiergover the changes.

CAPACITY

During FY 06-07, the number of simultaneous usas donsistently exceeded 500, with
the highest number of simultaneous users at 622tl@dumber of overall total users
continuing to grow. During FY 07-08, it is antiaied that 1,200 additional users will join
the pool. Besides medical providers, web portatsigiclude the county coordinators for
the Early and Periodic Screening, Diagnosis, arehffinent Program; medical assistance
site; Single Entry Point agencies employees; theelte Utilizations System; and
Systematic Alien Verification for Entitlements (SEY users.
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Due to the future expected growth in the numbeunssrs and efficiencies that would be
gained by adding a block of capacity for more useérs Department anticipates the need
for increased capacity to be 200 more simultanesess for a total of 700 simultaneous
users. The number of 700 is based on the high euofd622 users in FY 06-07 plus an
additional 10% for some growth (rounded up to 7@0esadding users in small quantities
is less efficient and more costly in the long term)he total cost to add capacity for a
block of 200 more users is $82,833 and is itemizeie following sections.

Hardware

To increase capacity from 500 to 700, a 40% inereak simultaneous users, the
Department must provide for greater access to tie portal. This will require CGI to

provide additional capacity to a variety of thes#rg equipment. This equipment
includes: the web server which acts as the gatdwdhe portal, the application server
which supports the File and Report Service, thalmkge server which allows for data
storage space to support the providers, and th@lBizvhich translates the Medicaid
Management Information System transactions and setle as required by the HIPAA
rule for Transactions and Code Sets of 2003.

Without these upgrades, storage space will quidkiyinish, especially considering the
number of records being transmitted, the lengttheffiles, and the increased number of
users contributing to overall volume of informatiobltimately, the storage space would
be completely spent. Additionally, without an upde to the Biztalk server, the potential
system failure could occur as newer coding thatedvadved since the original activation
of this server in May 2003 is pushing the serveitddimits. Lastly, without the web and
application server changes, the “bottleneck” obrnfation transmitted to the web portal
will not improve, regardless of making these othytem upgrades.

All of the above capacity in hardware will have tsogrojected to equal $10,833.

Dedicated Transmission Lines
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Consequences if Not Funded:

The dedicated secure communication line capacitwden CGI and the Department’s
fiscal agent will have to be increased as well.e Tapacity is necessary to handle the
increased traffic and to support the large amooht$ata transmission from the File and
Report Service required by the increase volumeirofilsaneous users. This increased
capacity would be the equivalent of an additiondl Tine which is projected to equal
$14,400.

Hardware Maintenance and User Support

CGlI will be responsible for the maintenance ofdbevers, back up and restoration of data
histories as needed and providing the operatingcanwent for the equipment. These
hosting services are essential to reduce downtimdeeguipment malfunctions. With all
of the increased services being provided, an aditi$45,600 is being requested for this
support.

More simultaneous users on the web portal incréa$e desk call volume. CGI would
add additional staffing to its help desk locatiohhe help desk daily call average is 61.5
calls per day. Currently, CGI has 1.5 FTE suppgrtihe Web Portal from 7am-7pm
(MST) which adequately supports the call volumeyéeer, when an outage occurs, or an
above average amount of users attempt to log-ie, system is strained, reducing
customer service efficiencies. An additional 0.&6IGFTE will improve user support
efforts for the increased user community. The amggannual cost for this service would
be $12,000.

If additional funding is not received, change masmagnt for the web portal could only
continue at the current, limited levels, with mgmypjects continuing to be delayed or
disregarded. The Department would be unable td theedemands of the new changes
or programs in a timely or efficient fashion mannén addition, changes required by the
Centers for Medicare and Medicaid Services to suppdedicaid Management
Information System compliance would also not beresised in an efficient manner.
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Additionally, limits will need to be placed on timember of simultaneous users to avoid
overloading the capacity. When the alternativeisllow all users to login and degrade
the service with unacceptable slowness or to lihet number of simultaneous users and
force others to try again later, neither alterraais/palatable. This would have a negative
impact on users servicing our clients and providet® provide those services and

expecting to submit claims timely for payment.

Calculations for Request:

Summary of Request FY 08-09 Total General Federal
Funds Fund Funds
Health Insurance Portability and Accountability A¢t1996 (HIPAA) Web Portal $117,833 $29,458  $88,375
Maintenance [matches columns 6 in Schedule 13]
Change Management $35,000 $8,750 $26,250
Increased Capacity — Hardware $10,833 $2,708 $8,125
Increased Capacity — Bandwidth, Hosting, and HegsioSupport $72,000 $18,000] $54,000
Web Portal Change M anagement Costs
Priority Change M anagement Proj ects Needed Cost Per Hour Hours Total Costs
Modify software to improve File and Report Serwtficiency. All
providers must retrieve reports and transacticns fihe portal.
Current system is older technology and inefficientvolume and size
1 of reports. $100 200 $20,000
Enhance data entry of all transactions-modify d@ffield controls.
Move to AJAX functionality that will allow real timload of a page.
Greatly reduce data entry time. Also will be moreviser friendly.
Current system does not function well with brows®tser than Internet
2 Explorer. $100 150 $15,000
Totals 350 $35,000
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Estimate of Potential Maintenance Costsfor Vendor to Increase Web Portal Capacity

ltem Monthly Rate 12 Months Costs
Increase Internet Bandwidth & Communication to &igggent $1,200 $14,400
Increase Hosting Costs for Additional Servers & kaaties $3,80( $45,600
Increased Help Desk Support at CGlI $1,000 $12,000
Total Costs $72,000

Estimate of Potential Equipment Costsfor Vendor to Increase Web Portal Capacity
Equipment Items Cost
Web Server $4,000
Application Server $6,000
Database Server $7,000
Upgrade Biztalk Server $8,000
Total costs if servers were purchased by Department $25,000
Projected increase for leasing versus purchasirdylsae 30%
Projected cost for servers if leased over three yeaod $32,500
Projected cost per year leased $10,833
Assumptions for Calculations The federal funds participation rate is 75% untide XIX.

The cost per hour for change management is the satmas is currently contracted with
the vendor for performing change management reg@est the contractor has confirmed
that hourly rate to be $100. The additional nhumbkehours, 350, needed for change
management was estimated based on work forecasfgdiects that carried over from

prior fiscal years, are still awaiting completiontiisufficient funding becomes available,

and have become an extreme necessity.
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The costs for increased capacity are based upomprthjected annual cost to purchase
servers outright. Assumed hardware costs arelglaigned with current market rates

for the various components, consistent with Delewhétt-Packard or International

Business Machines (IBM) brand servers of similgpacaty. Estimated server costs are
based on an assumption that it would require thevalgnt of 4 additional servers to

provide sufficient throughput and maintain adequeteponse times. These costs,
projected to equal $25,000, are then inflated I 30 get an equivalent amount to lease
the equipment over a period of three years. Becthes Department intends to reprocure
the web portal prior to the end of FY 08-09, thep&®ment believes that leasing

equipment for one fiscal year is more beneficialthe State than if it purchased the
additional servers.

The costs for T-1 lines depend on the originatmeation and the termination location.
The termination location would be Dallas, Texashe Wwebsite for comparison of T-1
costs is www.tlshopper.com that lists the rangerioing from $550 to $1,200 per month
for Texas locations. CGI has bandwidth capaciilable to allow the State to increase
its utilization of their Internet access.

Impact on Other Government Agencies: No impacts are known for other State governmeaheigs.

Cost Benefit Analysis The following analysis quantifies the costs andddits.

If Request Is Approved If Request IsNot Approved

Costs $117,833 $0
Benefits | More change management updates would be promptly | Change requests would not be completed in a timely
implemented within the same fiscal year as reqdeste manner and many would not be completed at all

Additional simultaneous users could be accommodated | Further degradation of service by additional users
attempting to access the web portal, or deniatoéss,
and/or more calls to CGI Help Desk for customeviser
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Upgraded leased servers could alleviate down tyne b | Down time during repairs would escalate
backing up other servers when repair problems occur

Statutory and Federal Authority

Performance Measures:

Based on the above analysis, the requested fuirdingase provides the greater benefit by
insuring better functionality of the web portal amgerations of the web portal always on
a timely basis.

25.5-4-105, C.R.S. (200Nothing in this article...of this title shall prevetite state
department from complying with federal requiremefts a program of medical
assistance in order for the state of Colorado taldy for federal funds under Title XIX
of the social security act and to maintain a pragravithin the limits of available
appropriations.

81903 (a) of the Social Security Act [42 U.S.C. @8BFrom the sums appropriated
therefore, the Secretary ...shall pay to each Statehahas plan approved under this
title, ...(3) an amount equal to—

(B) 75 per centum of so much of the sums expendedgdsuch quarter as are
attributable to the operation system (whether sagbtem are operated directly by the
State or by another person under a contract with $tate...

The web portal is the access to the Medicaid Mamagt Information System. Without
the web portal, the Department would require Sicgniitly greater resources and time to
ensure that providers receive accurate paymensdovices rendered to Medicaid and
Children’s Basic Health Plan clients. As such, &&rformance Measure that includes
expansion of Medicaid or Children’s Basic HealtlarPtlients would only increase this
need for additional resources and would delay #yenent process even further due to the
additional volume. Given the above, the Departmentild have difficulty in expanding
coverage to these programs; therefore, this Chdtgguest supports the following
Performance Measures:

* Increase the number of clients served through tadyentegrated care management
programs. This is a new Department initiative.
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* Increase the number of children served through dicdeed medical home service
delivery model. This is a new Department initiativ

* Increase statewide access to employer sponsoredant® through the Child Health
Plan Plus at Work Program and increase enrollnmetfitel program.
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- Schedule13 ) o
Change Request for FY 08-09 Budget Request Cycle
] ] DECISIOI'I hem FY 08-09 7 “ Base Red.tletlon Item FY 0309 l .Supplememal FY 0708 ‘N Budget Rgg‘uest Amendmem FY 0809
Request Title: ‘Move Non-Emergency Transportatlon Services to Medical Services Premiums ‘
Department: - (Health Care Policy & Financing Dept. Approval by: o § ,Date mber 1 2007
Priority Number: DI-14 N .OSPB Approval: - _Date: IO!{"] 1 ; ’1/’7
1 2 3 4 5 8 L
) o . Total Decigion: | R Total _ Change
Prior-Year ___| Supplemental | Revised |  Base Base | Novemberi | Budget | Revised from Base
Actual | Appropriation Request Request Request Reduction Request Amendment Request {Column 5}
_Fund | FY06-07 | FY07-08 FY 0708 Fv07-08 Fy 0809 Fros0s | Fros09 | Froso9 FY0s-09 | Fv0o-10
Total of All Line ltems | Total| 2,068,980 569 |2,155,158.210 02,155.158210 | 2,154 926,292 02,154 926 292 0]2.154 926,292 | 0
FTE| 0.00 . boo ooof 0.00} 00| 000 0.00 0.00 0.00f 0.00
GF| 637,168 595 656 071,151 0] 656071151 ©85162,393| 0| 655162393 0! 855,162393] 0
_GFE| 343100000| 343900000| 0| 343900000 343300000 0] 34390000| 0] 343800000 0
CF o 38 256 | ol 0 38,256 - ol s 255 ] 0
CFE| 48,860,206 75 001,368 0 76794167 0 76 794 167 | 0 7679467 | 0
Fr[ 1,033,850 768 | 1,079,147 435 01,079 030 336 | 1,079,031 476 01,079,031 476 0 [1079031 476 0
(1) Executive _ 5 - 1 .
Director’s Office. Total 7,583,761 7,299 302 0 7299302y 7299302 | (7,299302) 0 0 0 (7 299 302)
Non-Emergency _FTE} ~ooo) ~ Dboo 0.00| 000jf 0.00 | 0.00 | 000|. 0.00 000 0.00
Transportation GF| 3791881 3p49p51 | o 3549 51| 3549651 (3¢ 649 651) ) 0 0 0 (3,649 B51)
Services GFE| 0 B2 R 1 ] I 0 ol o 0 o} 0
o CF o ol 0. of 0 0 ol 0] "o 0]
CRE[ of ol ol of ol ol _of [y o] a
FF| 379180 3,649,651 0 3,649 651 3649651 | (3.649651)] 1] 0 0 (3.649 651
{2) Medical Services | - . o
Premiums Total| 2,061,396 808 |2,147 868,908 ~0]2.147,858,906 | 2,147 626,990 | 7,299,302 |2,154 926 292 0121549%292| " 7299302
_FTE 0.00 0.00 _..boo __opoo boo| 0.00 0.00 0.00 000 000
. _GFj 833377714 _552:121 500 b} B52421500] 651,512,742 3649651 | 655,162,393 D[ B55162393) 3649651
_ GFE| 343, 100 000} 343900 000 0| 343900000 | 343,900,000 0 343,900,000 D] 343900000
CF ) Dv 36,256 0 38,256 38,256 | B 38256 0 38,256
CFE| 48860,206] 76001368 0 75 001 368 | 75 794 1E'{___ ] 0| 76794167 0 76,794,167 _
FF| 1,036,058,888 | 1,075,497 784 011075380684 | 1075381825 | 3549651 |1,079,031,476 | 0 {1,079,031,476 3,649 B51
Letternote revised text: ( o ‘
Cash Fund name/number, Federal Fund Grant name: .FFi Title XIX
IT Request: = Yes ¥ No ;
Request Affects Othes Departiments:  Yes ¥ MNo __fYes, List Other Depamn‘ent‘sﬁe[e;W o N 5 N )
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CHANGE REQUEST for FY 08-09 BUDGET REQUEST CYCLE

Department:

Health Care Policy and Financing

Priority Number:

DI-14

Change Request Title:

Move Non-Emergency Transpomnt&ervices to Medical Services
Premiums

SELECT ONE (click on box):
X Decision Item FY 08-09

[ ]Base Reduction Item FY 08-09
[ |Supplemental Request FY 07-08

SELECT ONE (click on box):

Supplemental or Budget Request Amendment Criterion:
X] Not a Supplemental or Budget Request Amendment
[_]An emergency

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

Short Summary of Reguest

Background and Appropriation History

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

This Request is to move the (1) Executive DirestoOffice, Non-Emergency
Transportation Services line item to (2) Medicah@es Premiums in an effort to provide
over expenditure authority for non-emergency medreensportation. This is a net-zero
Decision Item.

The Department of Health Care Policy and Financimgpvides non-emergency

transportation to and from medically necessaryiseswovered by the Colorado Medical
Assistance Program for clients who have no otheans@f transportation throughout all

sixty-four counties in Colorado. Section 25.5-220Q) (s) (2), C.R.S. (2007) and 42

CFR 8431.53 require the Department to provide noargency medical transportation to
eligible clients under the State’s Medical AssiseaProgram. The type of transportation
authorized is determined by the distance to bectedy treatment facilities available, and
the physical condition and welfare of the cliedtlon-emergency medical transportation
services include transportation between the chienime and Medicaid covered benefits,
and when applicable, the cost of lodging and fob@man overnight stay is necessary for
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an escort. There are also administrative costatelto non-emergency medical
transportation including, but not limited to, thetake of client calls, determining
eligibility, and authorizing and arranging transjadion.

History

Prior to FY 03-04, non-emergency medical transpmma approximated to be
$12,041,460, was contained in the Department’$4@jical Services Premiums Long Bill
group. However, due to difficult economic condisan FY 02-03, the General Assembly
reduced the funding by $7,640,682 in an efforteaduce General Fund expenditures (FY
03-04 Figure Setting, March 11, 2002, pages 110-111

In FY 03-04, the Department received legislativehatity via HB 04-1220 to administer
non-emergency medical transportation as an admatigt program rather than an
optional Medicaid service in an effort to maintaiost savings. This action resulted in
$4,400,778 being transferred from the Departmeg)sviedical Services Premiums Long
Bill group to a newly created line item under th¢ Executive Director’s Office Long Bill
group titled “Non-Emergency Transportation Servites

The Department employs two mechanisms to providen-emergency medical

transportation needs for Medicaid clients:

1) e t8 Front Range counties, the

Department has a full-risk, fixed-price contractthwlLogistiCare, Inc. to provide the
necessary services and administration, and 2)anréimaining 56 counties, the county
departments of social services are responsible dothorizing and arranging the

transportation.

LogistiCare contract

From October 2002 to September 2004, the Departroentracted with Arapahoe
County Transportation Services for non-emergernagsportation services in the 8 Front
Range counties. Due to the closure of Arapahoentyoliransportation Services in
September 2004, the Department entered into angemey contract with LogistiCare

from October 1, 2004 through June 30, 2005.
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On March 22, 2005, the Department issued a redaegiroposals for broker services in
the 8 Front Range counties for FY 05-06. The wigrbidder was LogistiCare; however
LogistiCare refused to sign the contract citing a@ns about unpredictable spikes in
caseload and utilization and inadequate fundingis Tesulted in a failed reprocurement
for FY 05-06 requiring the Department to enter iato emergency nine month contract
with LogistiCare from July 1, 2005 through March, 2006, until a new request for
proposals could be completed.

In January 2006, the revised request for propagadsan open-ended request, meaning no
dollar amount was specified. Having prior expaseerwith providing non-emergency
medical transportation services in the 8 Front Ratgunties, LogistiCare was awarded
the winning bid for a fixed-price contract begirmidune 1, 2006. This fixed-price
contract was negotiated for $446,992 per montt$5863,904 per fiscal year. On June
20, 2006, the Department requested and subsequext@ived a 1331 Emergency
Supplemental of $1,121,497 to fund the administeationtract increases, funding for the
two-month (April to May 2006) contract holdover gigion, plus the fixed-price contract
amount for June 2006.

In August 2006, the Department received correspaseldrom LogistiCare concerning
unpaid monies for claim lag adjustments in the querfrom July 2005 through March
2006. With the assistance of the State Attorneye@d's Office and Governor’'s
Counsel, the Department negotiated a settlementiainad $1,048,608 with LogistiCare.
The General Fund need was reduced by $491,431 ac@ounts payable line which was
used to offset the total need. On January 23, 200 Department requested and
subsequently received a FY 06-07 late supplemémttile amount of $557,177 for the
remaining lawsuit settlement agreement (February2087, Executive Director’s Office
Figure Setting, page 78).

Remaining 56 Counties

In the remaining 56 counties, the county departmehtocial services are responsible for
authorizing and arranging transportation. Similar increasing contract obligations,
increased utilization and caseload in the non-FRange counties have required a greater
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General Description of Request

portion of the total appropriation to be allocaffed non-contractor costs. Changes in
utilization are assumed to be the result of in@dafocus on non-emergency medical
transportation from the Centers for Medicare anddibad Services, individual client
complaints, recent training by the Department cateSPlan transportation services, and
increased awareness by Department of Human Septiogsam administrators.

This Request is a net-zero General Fund requeginmfunds for non-emergency medical
transportation from the Department’s (1) Executvesctor’s Office Long Bill group to
(2) Medical Services Premiums Long Bill group.

The administrative efficiencies and cost containnaenticipated by the passage of HB 04-
1220 have not entirely materialized. Since itsspge, continual supplemental and
emergency 1331 requests have been required tohighet than estimated administrative
cost increases for LogistiCare, and caseload atwhtibon demands in the 56 non-Front
Range counties (June 20, 2006, 1331 Emergency Supptal for $1,121,497; January 4,
2007 Supplemental #6 for $1,957,862 and Budget Amemt #2 for $1,149,343; and a
January 23, 2007, 1331 Emergency Supplementabor ,£77).

However, HB 04-1220 is not without its successdé® Department has achieved
administrative cost savings by reducing the numefea-for-service providers to a single
transportation broker and cost containment thrahghfull-risk, fixed-price contract with
LogistiCare to provide non-emergency medical transtion services in the 8 Front
Range counties.

Nearly two-thirds (Supplemental #6 and Budget Ammeedt #2, $1,957,862 and
$1,149,343, respectively) of the total Change Rsigaeounts for the Non-Emergency
Transportation Services line item have been foeloasl and utilization increases in the 56
non-Front Range counties. The average month-efegepayments have increased from
$102,954 in FY 05-06 to $136,220 in FY 06-07. he same time period, the average
monthly number of clients has increased from 63232. The percent increases from FY
05-06 to FY 06-07 for average month-of-service payt®m and caseload are 32.3% and
47.5%, respectively. See the graph below.
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Caseload and utilization for Non-emergency medical transportation,
non-metro counties, October 2004 to March 2007

1200 $180,000
Average month-of-service payments in FY 05-06 and FY 06-07: $102,954 and $136,220.
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While the average month-of-service payment hasaszd from FY 05-06 to FY 06-07,
the increases are largely attributable to threghef seven procedure codes for non-
emergency medical transportation. The increasdsu#) cab, and wheelchair van are

Page G-6



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FINANCING; FY 08-09 BUDGET REQUEST

59.7%, 45.1%, and 39.4%, respectively. The remgiprocedure codes — ambulance,
escort/lodging, other, and train or air — have dased or remain unchanged from FY

05-06 to FY 06-07. See the table below.

Summary of Expenditure by Procedure Codes, FY 04-05 through FY 06-07 (as of June 21, 2007)
56 non-Front Range counties

Procedure Code Groupings FY 04-05 FY 05-06 Percent change FY 06-07 Percent change
Ambulance $85,235 $73,698 -13.5% $60,962 -17.3%
Bus $57,566 $92,572 60.8% $147,874 59.7%
Cab $28,972 $46,775 61.4% $67,871 45.1%
Deleted code $1,096 $0 -100.0% $0 0%
Escort/lodging $212,53b $291,420 37.1% $280,433 -3.8%
Other $481,529 $608,643 26.4% $516,165 -15.2%
Train or air $10,100 $18,210 80.3% $18,217 0%
Wheelchair van $94,748 $105,540 11.4% $147,088 39.4%
Totals $971,781 $1,236,858 $1,238,610

During FY 06-07, the Department increased its arstion training and awareness
efforts. These efforts have resulted in increase-emergency medical transportation
expenditures in some of the 56 non-Front Range t@sin For example, one county
among the 56 non-Front Range counties experienceidcacase in average month-of-
service payments from $9,272 in FY 05-06 to $28,iMBY 06-07. This represents an
increase of 210%. This same county showed an geererease in procedure code
expenditures of 192% from FY 05-06 to FY 06-07.

Changes in caseload and utilization representfisigni cost drivers for the fluctuations in
non-emergency medical transportation. By moving &ppropriation into the (2) Medical
Services Premiums Long Bill group, these driversldde automatically adjusted through
an existing budget process, without the need falitiadal Supplemental actions. And
while the Department does not anticipate significzriations in total expenditures for
non-emergency medical transportation in FY 08-Othiattime, if this request is approved,
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Consequences if Not Funded:

the additional benefit of overexpenditure authofdy the Medical Services Premiums
Long Bill group allows for continuation of servicesaking both providers and clients
held harmless, if the appropriated amount was uifitient.

The transfer of the Non-Emergency Transportatiomnvi€es line item from (1) Executive
Director’s Office Long Bill group to (2) Medical 8aces Premiums Long Bill group will
require, in addition to the funding transfer, tb#ofwing: 1) the Department to draft and
present new rules to the Medical Services Boardinlmg non-emergency medical
transportation definitions, program coverage, typds medical transportation, and
reimbursement guidelines (new rules are requiredtduhe change from administrative to
an optional Medicaid service); 2) submit a Sta@nFPAmendment to the federal Centers
for Medicare and Medicaid Services; 3) issue agégttgrs to the counties outlining their
responsibilities under the new departmental rul@ssubmit bulletin notices to providers.
In preparation for the transfer, the Departmentleagin drafting new rules, agency letters
and bulletin notices and absorb costs for thesargstmative tasks with existing resources.
Please see the projected implementation scheduladee tasks.

If non-emergency medical transportation remains amministrative line item, the
Department would likely seek future supplementahdfog for increasing and/or
decreasing caseload and utilization demands irb@heon-Front Range counties. Should
unexpected spikes in caseload or utilization octhe, Department may need to request
emergency 1331 supplemental funding. Additionadiiyen the unpredictable nature of
providing non-emergency medical transportation isesy the possibility exists that the
Department will experience another failed repromeet should a new contractor cite
concerns over inadequate funding.
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Calculations for Request:

Summary of Request FY 08-09 Total Funds General Fund Federal Funds
Total Request $0 $0 $0
(1) Executive Director’s Office, Non-Emergency ($7,299,302 ($3,649,651 ($3,649,651
Transportation Services
(2) Medical Services Premiums $7,299,302 $3,649,651 $3,649,651
Assumptions for Calculations None. This is a technical request with no netdi impact. Rather, this request is for

continuation funding for non-emergency medical $@ortation to be returned to the (2)
Medical Services Premiums Long Bill group, and oesti as an optional Medicaid
service.

Impact on Other Government Agencies: No impact on other government agencies.

Cost Benefit Analysis

Description of Benefits Cost

When experiencing fluctuations in caseload andzation, the Medical Services Premiums budgetiracess is $0
better suited to adjust appropriation levels. Hsigblished process ensures a near-seamlesatiaagf rate
adjustments and continuity of services should thera sudden shift in need.

The Department will reduce the risk of a failedrospurement should a contractor cite concerns asouwinder $0
funded appropriation for non-emergency medicaldpantation.
The over expenditure authority provided under Maldgervices Premiums will allow the Department lveab $0

higher caseload and utilization demands in theds6Front Range counties without continual suppldalen
and/or emergency 1331 funding.
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Implementation Schedule

Task

M onth/Y ear

Draft and send out bulletin notice to providers

August to October 200

~

Draft State Plan Amendment

August to October 200

~

Draft Departmental rules for Medical Services Board September to November 2007
Earliest date of approval from Joint Budget Comeitt March 2008
Submit State Plan Amendment to the Centers for ddediand Medicaid Services March 2008
Gather county input concerning the move for nonfgerecy medical transportation March to April 2008
Submit Departmental rules to Medical Services Board April 2008
Finalize agency letters and get signatures fornialeclearance process April 2008
Medical Services Board approves change July 2008

Receive approval from the Centers for Medicare Medicaid Services concerning
State Plan Amendment

September 200

(o8

Move non-emergency transportation services fronglBili group (1) to Long Bill
group (2)

September 200

U

Statutory and Federal Authority 25.5-5-202, (1) (s) (2), C.R.S. (2007).

optional services(l) Subject to the provisons of subsection (2) of this section, the
following are services for which federal financial participation is available and which
Colorado has selected to provide as optional services under the medical assistance
program: (s) (2) In 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. 8 431.53. Assurance of transportatioh 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. (Sec. 1902(a)(4) of the Act)
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Performance Measures: As this Change Request will allow for the Medi&a&lrvices Premiums’ per capita budget
process to automatically increase and/or decreasesmergency medical transportation
funding for fluctuations in both caseload and zailion, this Decision Item supports the
following Performance Measure:

* Maintain or reduce the difference between the Diepamt’s spending authority and
actual expenditures for Medicaid services.
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~ Schedule 13 o
Change Request for FY 08-09 Budget Request Cycle
R ' Declsmn Item FY 0309 i Base Reducﬂon Item FY 0809 Budggl}“l‘lequesvt Anwndment FYWOBJOS -
Request Title: Accuracy in Budgetlng Admlnlstratlve Case Management : ,
Department: _ Health Care Policy and Fma_ncmg _ Dept. Approval by _Date: ovepnber 1, 2[][]
PriorityNumber: D16 ‘, OSPB Approval Date: fof ;f ﬁn a/ /r) :
1 2 3 4 8 "
Total Decision/ Total ~ Change
Prior-Year Supplemental [ Revised i Base Base _November 1 Budget _ Revised from Base
o Actual Applopuatlon Request Reqtiest Request ~ Reduction Request | Amendment Request (Column 5)
Fund FY 06.07 FY07-08 | Fro708 FY 07-08 FY 08-09 FY 08-09 FY 08-09 FY 08-09 FY 08-09 FY09-10
Total of All Line ltems | Total| 2861,494| 1617528 0 161758 1617528 1300000 291758 00 0| 2917528] 1,300,000
FTE 000 . 0.00 0.00 (. 0.00 0.00 .o.oo 0.00 0.00 .ooogy 0.00
GF| 1430747 808,764 0 /808,764 gos764 |  B50000| 1,458,764 D 1,458 764 650,000
- GFE| 0 0 0 0 0 0 .l | 0 0 0
CF ol 0 0 0 ol 0 0 0 0 0
CFE ol of 0 ] 0 of .0 0 ]
FF 1,430,747 808,764 0 808,764 808,764 650,000 1,458,764 0 1,458,764 650,000
{1} Executive Director’s
Office o ,, o R Y e .
Administrative Case Total|  2.861,494 1617528 0 1617528| 1817528 1300000 2917528 D0 2917528 1,300,000
Management FTE 0.00] 0.00 0.00 0.00 ~boo - 0.00 0.00 0.00 000 - 0.00
GF 1430747 808764 0 808,764 808,764 650,000 1,458,764 0 1,458,764 650,000
GFE 0 0 0 0] 0 ol 0 o, of o
CF 0 0 0 0 0 0 0 0 0 0
CFE o) . 0 0 0 g oy 0 o) 0 0
FF 1,430,747 808,764 0 §08.764 808,764 650,000 1,458,764 0 1,458,764 650,000
L ottormate rewsed ot - . ; | . - R N S e
Cash Fund name__v_gu“mhel Fedeml Fund Grant name: FF: Tltle XIX
ITRequest: ~ Yes ¥  No ‘ : : \ N
Request Affects Other Departments 4 Yes No If Yes, List Other Departments Here: Department of Human Services
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CHANGE REQUEST for FY 08-09 BUDGET REQUEST CYCLE

Department:

Health Care Policy and Financing

Priority Number:

DI-15

Change Request Title:

Accuracy in Budgeting - Adstiative Case Management

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

[ ]Base Reduction Item FY 08-09
[ |Supplemental Request FY 07-08

SELECT ONE (click on box):

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

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

Short Summary of Reguest

Background and Appropriation History

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

This Request is for an increase of $1,300,000tHer Administrative Case Management
line. This increase would be offset by a corresjian decrease in the Department of
Human Services budget resulting in no actual impacthe overall General Fund in the
State.

Administrative Case Management was approvedcbyféderal Centers for Medicare and
Medicaid Services for 50% federal financial pap@tion in August 2005. Before the
passage of SB 06-219, the Department of Human &svithrough the county
departments of social services, had the respatysibit locating, coordinating, evaluating,
and monitoring necessary and appropriate servaesetipients of Medicaid benefits in
the Child Welfare and Family and Children’s ProgsamAppropriations for this case
management were originally contained in the abogstimned Medicaid transfer line items
for FY 06-07 at $588,944 and $1,004,680, respdgtigz=e pg. 120 of HB 06-1385 as
introduced).  With the passage of SB 06-219, fupdior Administrative Case

Management related to Medicaid was transferred flmrDepartment of Human Services
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General Description of Reqguest

Medicaid-Funded Programs, Division of Child Welfaoethe Department’s (1) Executive
Director’s Office Long Bill group.

To determine what portion of county expenditures far Medicaid related programs, the
departments use the federally-approved random miosaenpling currently performed by
the Department of Human Services. This allows dbpartments to allocate funding
across all programs in each department in whichnioesl incur expenditures that require
State reimbursement. This method of allocatingfiineds was not affected by the passage
of SB 06-219.

In addition, 24-75-106 (1), C.R.S. (2007) provitles departments the authority during a
fiscal year to transfer General Fund between thpaDment of Human Services, (5)
Division of Child Welfare, Child Welfare Servicesca Family and Children's Programs,
and the Department of Health Care Policy and Fingre(1) Executive Director's Office,
Administrative Case Management appropriation tcaimbtmaximum federal funding for
Medicaid services as allowed under law. During 8607, the Department of Health
Care Policy and Financing received a transfer dordagy 2, 2007 of $650,000 General
Fund, which resulted in the Department being abldraw down an additional $650,000
in federal funds. This transfer was made basedheractual expenditures allocated to
each department during FY 06-07 and to maximizefeeral funding since all Medicaid
expenditures for this purpose received a 50% fédeatch.

The Department is requesting an increase of $1080 in total funds, split equally

between General Fund and federal funds, for the iddirative Case Management line.
This General Fund increase would be offset by araledecrease in General Fund in the
Department of Human Services’ budget. The totdigetary effect to the Department of
Human Services is likely to be less then $1,300,8i60e it receives an equal or lower
federal financial participation than is availabte Medicaid related programs. While the
Department has the authority per 24-75-106 (1),.&.R2007) to transfer spending
authority between the departments, the Departnmai@vies that this change should occur
through the budget process to ensure budget agcurac
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Consequences if Not Funded:

Calculations for Request:

Reimbursement for Administrative Case Managemetmihéacounties is allocated based on
random moment sampling statistics collected by Blegartment of Human Services.
While these statistics are updated on a quarteagispthe overall allocation between
benefiting programs does not change to a largenext@herefore, the Department is
requesting that FY 06-07 experience be used tonasti anticipated reimbursement
amounts from each department in FY 08-09.

If this request is not approved, the Departmefituse its transfer authority that currently
exists between the Department and the Departmedtuofan Services to ensure that the
State is able to maximize federal funding. Howebedget amounts in both departments’
Long Bill appropriations will not likely reflect va expenditures will occur.

Summary of Request FY 08-09 Total Funds General Fund Federal Funds
Total Request $2,917,528 $1,458,764 $1,458,764
Decision Item Request $1,300,000 $650,000 $650,000
(1) Executive Director’s Office, Administrative Gas $1,617,528 $808,764 $808,764
Management

Summary of Request FY 09-10 Total Funds General Fund Federal Funds
Total Request $2,917,528 $1,458,764 $1,458,764
Decision Item Request $1,300,000 $650,000 $650,000
(1) Executive Director’s Office, Administrative Gas $1,617,528 $808,764 $808,764
Management

Assumptions for Calculations

The Department assumes that the level of expaeditthat occurred for each department
during FY 06-07 will continue through FY 08-09. v@&n that this program has only been
in existence since 2005, and the transfer of ap@tigns to the Department did not occur
until 2006, the Department does not have adequaitetd make a more accurate estimate
of the expenditures for FY 08-09. However, it @& anticipated that the random moment

Page G-4



COLORADO DEPARTMENT OF HEALTH CARE POLICY AND FINANCING; FY 08-09 BUDGET REQUEST

sampling statistics will vary greatly from year t@®ar without significant policy or
economic changes.

Impact on Other Government Agencies: This request has an impact on the Department afdtuServices’ Budget Request. The
Department of Human Services will reduce its appadipn for programs related to the
Administrative Case Management by $650,000 in Garfeund and any corresponding
federal match. This request only changes the g@pjaton level for both departments, but
does not have an impact on actual expenditurese tDuhe transfer authority provided
per 24-75-106 (1), C.R.S. (2007), the departmenliscantinue to monitor the actual
expenditures and transfer spending authority aslate¢o maximize federal financial
participation.

Cost Benefit Analysis None

Statutory and Federal Authority 25.5-1-120 (1), (a) C.R.S (2007). For carrying out the duties and obligations of the state
department and county departments under the provisions of this title and for matching
such federal funds or meeting maintenance of effort requirements as may be available for
public assistance and welfare activities in the state, including medical assistance
administration and related activities, the general assembly, in accordance with the
congtitution and laws of the state of Colorado, shall make adequate appropriations for
the payment of such costs, pursuant to the budget prepared by the executive director.

24-75-106 (1), C.R.S (2007). Notwithstanding the effect of the "M" provision in the
1990-91 and subsequent general appropriation acts, the governor may transfer unlimited
amounts of general fund and cash funds exempt appropriations to and from the
departments of health care policy and financing and human services when required by
changes from the appropriated levels in the amount of Medicaid cash funds earned
through programs or services provided under the supervision of the department of human
services or the department of health care policy and financing.
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Performance Measures: This Change Request would provide the Departnimntability to achieve the following
performance measure:

e Maintain or reduce the difference between the Diepamt’s spending authority and
actual expenditures for Medicaid services.
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