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

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):
XDecision 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 Request

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 gmation 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 Childissic 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 nettrekincreased caseload estimates and
higher medical and dental costs. This request sdsls to increase the appropriation of
Cash Funds for annual enroliment fees into thed@hils 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 childunder 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 usesfmed administration. The federal
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government implemented this program in 1997, gidtajes an enhanced match on State
expenditures for the program. Colorado began sgrehildren in April of 1998. Where
available, children enroll in a health maintenameganization. The Plan also has an
extensive self-insured managed care network thatiges services to children until they
enroll in a selected health maintenance organizatmd to those children who do not
have geographic access to a health maintenanceizatan.

In October 2002, under an expansion authorized i/ ®2-1155 and a federal

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

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

stopped funding care in November 2003, when theireng prenatal care, deliveries, and
postpartum care became a responsibility of theeStatly Prenatal Program, until all

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

HB 05-1262 (Tobacco Tax bill) 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 poveltyel, which was implemented on
July 1, 2005;

« Provide funding for enrollment above the FY 03-tdodment level;

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

+ Remove the Medicaid asset test effective July D62Which has moved clients from
the Children’s Basic Health Plan to Medicaid.

The FY 07-08 Long Bill (SB 07-239) appropriated $&%,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 Request

« 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 Child's Basic Health Plan to 205% of
the federal poverty level, and;

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

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

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

The FY 07-08 Long Bill (SB 07-239) appropriated H¥,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-savings, and;

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

This request seeks:

« The funding necessary to allow natural enrollmemtwgh 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 @nld Basic Health Plan Trust
Fund for a revised estimate of enrollment fees,weadl 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 FRaemiums Costs and Dental Benefit
Costs line items were using accrual-based accauntks a result, caseload was adjusted
for up to five months to include retroactive emrahts, 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 enroliment athefend of the month, similar to the
reporting of Medicaid caseload.

Due to this change, caseload is being restated toaEk’ 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 ManagementeBybetween January and June
2007, the Department estimates the non-retroactigeload to be approximately 10.5%
lower than the caseload previously reported. &kignate 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-sa&giesnoothed 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 lesleve which all traditional children are
funded through the Health Care Expansion Fund.s Tiew restated level is 41,786,
whereas the level was 46,694 under accrual-basszliating. The expansion children’s
caseload is restated back to the population’s timepn 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 aslated caseloads, as well as a monthly
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comparison for FY 06-07. Comparisons of theseloads 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 ¢lercourse of FY 06-07 as clients
came up for their annual redetermination. The Btement 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 childreitirg the Children's Basic Health Plan
did in fact increase in the first three months of 86-07, but decreased in subsequent
months. Because asset information is no longeleatetd 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 éisset 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 HeRlldn 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 DefiRéduction 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, vhis 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 HealttnPtegan in April 1, 2006. The
marketing campaign has been successful, and tharDegnt believes that it has had a

Page G-6



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

positive effect on caseload in both the childred prenatal programs. A new marketing
campaign began on January 29, 2007. This televaim radio campaign was launched
statewide, and targeted low-income and Hispaniajatipns. 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 ofMieicaid 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 foe thild to be eligible for Medicaid,
which goes up to 100% or 133% of the federal pgvéavel, depending on age. In
addition, if a child otherwise eligible for Medidacannot produce proper documentation,
the child would be eligible for the traditional kchien’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 traditmlalren’s caseload increased by an
average of 1.9% per month. This is the net eftéddihe removal of the asset test, the
documentation requirements of the Deficit Reductat, natural population growth, and

marketing. During the same period, the expansmpulation increased by an average of
2.4% per month. As discussed above, the expampsipnlation is not affected by either

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

populations are relatively close, which seems tpljnthat 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 duéigh growth in October 2006, and the
monthly growth rate moderated markedly over thesewf FY 06-07.

Net of the effects of policy changes, it is reasdmao expect the caseloads in Medicaid
Eligible Children and the Children's Basic HealtlarPto partially move in opposite
directions. In times of economic growth or stépiliMedicaid caseload is expected to
drop with employment or income increases. Somigreim 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 declinesCttilelren'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 Medicaidrehis caseload is dropping, as some
children in the higher income levels of the ChifdseBasic Health Plan may also lose
eligibility due to the economic conditions. As seaethe Department’s November 1, 2007
Budget Request, Exhibit B, page EB-1, the MedicBigjible Children caseload is
projected to decline by 13,336 children in FY 07-885.47% 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 eligibiliggletermination 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€ 2@&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 edsad, 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, mmyngrowth averaged 1.6%, and
caseload was half the current size. Because eab&significantly higher and potentially
approaching a saturation point, it is reasonablexizect that the monthly growth would
be lower than that experienced in FY 01-02, desgitglar 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 inG#¥08. The monthly variations in
growth rates are retained from FY 01-02, and aeetduthings such as the distribution of
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annual redeterminations and seasonality in casaetaaded 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 Healt@inRchildren’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 caseloatl mcrease by an average of 0.7% per
month. The pattern of monthly variations in growdltes is retained from the FY 07-08
forecast, for the reasons outlined above.

As previously discussed, FY 06-07 monthly growthhie expansion children’s caseload
was approximately the same as that for the traditichildren 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 Departrbefieves 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 titexpansion population will grow at

the same rate as the traditional children throughlo& forecast period, or an average of
1.1% per month in FY 07-08 and 0.7% per month inGBY0D9. 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 abowerethre 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 Medicigibility determinations. Based
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on the fiscal note for HB 06-1270, which assumes phrticipation 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 betwesditional 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 mflation 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 Byclints 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 gjnaate 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 hdeen 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 andailetd 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 dityher 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 networkbiéledthe 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®ileathe remaining 42.0% were in
the self-funded network. Actual and estimated loaseratios between HMOs and the
self-funded network are used to develop blendedatam rates.

The Children’s Basic Health Plan is responsibledibrcosts incurred by members in the
State’s self-funded network, including any extraeidy health care services. While the
per member per month medical cost includes somabiiy in costs per client, a single
child with catastrophic health care claims (sucla dife-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 authdoitythis program; the Children’s
Basic Health Plan must pay all claims incurred tigto its annual appropriation.
Presently, the Department mitigates this risk bycpasing reinsurance. Reinsurance
protects insurers from catastrophic claims by mayor claims over a predetermined
dollar amount. Reinsurance premiums are paid pgranember per month charge. Like
the State, health maintenance organizations angomeible for covering claims for
catastrophic cases enrolled in their plans, anghatfise reinsurance coverage to mitigate
their financial risk in this area as well.

For the development of the FY 07-08 rate for chitdin 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 adminigiratosts 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 thavpusly reported in the Department’s
November 1, 2006 FY 07-08 Budget Request DI-3,ratneome rating category was
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omitted from the original actuarial rates in am#tion that the removal of the Medicaid
asset test would eliminate all clients under 100%he 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 daguosts during the base period used to
calculate the FY 07-08 rates relative to that fer EY 06-07 rates. In addition, the HMO
rate decreased in FY 06-07, and has increased ayaange 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 07-8fris higher than previously reported for
the reasons already outlined. While similar asgiomp are used to derive both the self-
funded and HMO rates, it should be noted that tiMOd define their own benefit
structures and, as such, can offer more benefas tihhe Department requires. In
calculating the HMO rates, the contracted actudsgedards the additional benefits and
costs of services provided above and beyond thexgéred by the Department.

The Department estimates that approximately 42.0%hitren will be served in the self-
funded network in FY 07-08 and the remaining 58 Wilbbe enrolled in an HMO. This
is based on historical experience as well as tpeaation 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 théfgeded network for a number of
months prior to enrolling in an HMO. Applying tleeseights 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 200@idéative session and have impacts on
the FY 07-08 benefit package and capitation rat&hildren's Basic Health Plan:
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« SB 07-004: Mandates that the Children's Basic Hdllin provide Early Intervention
Services in line with those provided in Medicaidhe Children's Basic Health Plan
will begin providing physical, occupational, andeeph therapies for children under the
age of 3 who have developmental delays. This dahangthe benefit package is
effective November 1, 2007.

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

« HB 07-1301: Mandates coverage for the full cogthefcervical 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 vammind 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 o200% to 205% of the federal
poverty level. This change in eligibility is effe@ March 1, 2008.

The following table shows a comparison of the estiéd change in the capitation rate that
was used to appropriate funds for the implemematioeach 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 Settlath&lonies $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 packageecifically excluded are “therapies for
learning disorders, developmental delays, stutjekinice disorders, or rhythm disorders
In estimating the fiscal note, only the cost of o®ing 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. Thesuaned utilization and cost per
therapeutic visit assumed by the contracted actaexyin line with those experienced in
the comparable population in Medicaid.

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

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

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

series, including that of administering the vaccierceeds 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.bsXhlculations.

For the rates effective in FY 08-09, the Departnamnitracted with the same actuary to
develop the self-funded (Anthem) and HMO rates. with the FY 07-08 rates, the
contracted actuaries based rates on history andtirydtrend sources, and assumed that
health care costs would grow by 6.7% in the selfied 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%hélHMOs, which is in line with other
industry studies. The rates were also adjustedHerimpacts of the 2007 legislation
outlined above, as these costs were not alreatyded in the claims costs from which the
FY 08-09 costs are projected. However, the FY 98&d#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. Basade&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 overdécrease is largely due to a projected
reduction in costs for children under age 6, whidmprise approximately 20% of
children enrolled in the HMOs.

As previously discussed, the Department estimaias42.0% of children will be served in
the self-funded network in FY 07-08 and the remm&inb8.0% will be enrolled in an
HMO. The Department assumes that this enrollmextwill remain constant in FY 08-
09, for the reasons outlined above. Applying thes@hts 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 Plaenilum Costs projections for children
were calculated by first forecasting caseload, wimicluded retroactivity, and multiplying
by twelve to estimate the number of member mordhsvhich 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, incluldesnpact 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
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calculated based on per member per month capitasitas, but rather using per capita
costs.

The Department has analyzed cash-based expendiagagported from the Colorado
Financial Reporting System, and the restated ntypaetive caseload to estimate
historical children’s per capitas. While the exgiture projections will no longer be
directly calculated with capitation rates, growthhistorical per capita has tracked with
growth in the blended capitation rate over recesdry. Given this and the short per
capita history, the Department’s FY 07-08 and FY0Q8forecasted per capita growth
rates mirror those of the actuarially developedesat This forecast assumes that the
capitation rate for the self-funded network is isddn line with the costs incurred for
these children, and that other factors that magcafber capita costs remain constant from
FY 06-07. Examples of other factors that may affesr capita costs include the length of
stay in the program, enrollment mix between theenexpensive 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 &07DEmergency Supplemental #1,
“Adjustments to the FY 06-07 Children's Basic Hedllan Caseload and Costs”, the
Department booked an accounts receivable for oyarpats to Anthem in FY 05-06. It
was discovered during the FY 05-06 cost settlemeétit Anthem that the Department
had over-estimated this amount, and the accountveble 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 therefive calculated per capita. The
reversed accounts receivable affected only theremls expenditures, and accounted for
approximately 5.2% of the accrual-based expenditéoe children in FY 06-07. The FY
06-07 cash-based children's medical expendituoea fhe Colorado Financial Reporting
System are decreased by a like amount in ordegppiooaimate 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 riatesed to project the FY 07-08 per
capita. The base growth of 10.5% is applied toddleulated FY 06-07 per capita to
estimate a base per capita. For the impacts dégimsative changes discussed above, the
percent change in the per member per month raativeelto 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 tea@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 ffer capita history and detailed
projections.

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

As with the children’s population, the prenatalataad 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 becomeoesttively eligible in subsequent

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

prenatal caseload was previously reported in toiiber 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 cliemtl, yielding a caseload similar to that
for children.

Using reports generated from the Colorado Bend¥isnagement System between
January and June 2007, the Department estimatesaihneetroactive caseload to be
approximately 15.2% lower than the caseload presijoreported. 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®@atober 2002 is reduced by 15.2%.
Please note that the caseload restatement affeetb¥ 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 leasl ¥19 under accrual-based accounting.
The expansion prenatal caseload is restated batle toopulation’s inception in July 2005
using the same estimate. Although the caselolavisr under cash-accounting, this does
not mean that fewer prenatal women have been ébwikerved in the program. See
Exhibit C.12 for a historical comparison of the ikafion-based and restated caseloads, as
well as a monthly comparison for FY 06-07. Congams 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 chittkepopulation. 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 idlentification requirements of HB 06S-
1023. With the passage of SB 07-211, the CHP+gtaémpopulation will be exempted
from the HB 06S-1023 identification requirementgibeing 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 thagnant 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 witd #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 thatabent declines in monthly growth are
reflective of a maturing population that is apptuag 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 eerage of 1.0% per month in FY 07-08.
The monthly variations in growth rates are retaifiein this period, and are due to
factors such as the distribution of annual redeterions and seasonality in caseload
caused by strong marketing around the beginningheftraditional school year. The
Department projects this growth to continue in FB¥¢0®, as this forecast yields moderate
growth in line with a mature population.

While the expansion prenatal population has begaice 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 projectethdrease by an average of 1.9% per
month in FY 07-08. Forecasted monthly variatiomgyiowth rates mirror those in the

traditional prenatal population. As with traditadrprenatal, 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 aboweretis 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 fedpoalerty 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 tligctor, the prenatal caseload forecast is
increased by 7 clients in FY 07-08 and 19 in FY0®8- These clients are included in the
expansion population projections.

Total Prenatal Caseload Projection
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The total FY 07-08 prenatal caseload forecast497. clients, a 10.9% increase over the
FY 06-07 restated caseload of 1,170. The FY 08eQal prenatal forecast is 1,497
clients, a 15.4% increase over FY 07-08. PleaseEshibit 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 1,657 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 dihe to the State. For the development of
the FY 07-08 rates, the contracted actuary did maxe multiple years of claims
experience to develop cost trends, so the samédstigncategory of service from the self-
funded network’s children population were usedtfa prenatal program. Applying these
trends by service category yielded an estimatedageegrowth rate in health care costs of
4.7%. The actuarial analysis also assumes that &= pregnant women in the prenatal
program will have deliveries in the Children's Bablealth Plan, and that the average
length of stay will be 7.8 months. As with theldien’s rates, the total administrative
costs are projected to increase by 4.6% to $3hih includes an estimated $29.00 in
claims and network administration costs and $2m3einsurance costs per client per
month (see Children’s Rates, Section I). The FYOB7ase prenatal rate developed by
the contracted actuary is $864.09, a 17.4% decrrase the FY 06-07 rate. This
decrease is due to a decline in the claims cogiagithe base periods from which the
rates are trended. The FY 07-08 rate is lower ittt previously reported in the
Department’s November 1, 2006 FY 07-08 Budget RetgDé3 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 nehents. This change in eligibility is
effective March 1, 2008. While the fiscal note fbrs bill assumed that the addition of
this population would not change the capitatior réhe contracted actuary adjusted the
FY 07-08 rates down slightly. The final FY 07-ORrded rate, after adjusting for the
effective date of SB 07-097, is $864.08 per merpeermonth.

Similar to the development of FY 08-09 rates fag thildren’s population, the contracted
actuaries based prenatal rates on history andtirydwend 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 asgtions were retained from FY 07-08,
and the actuarial analysis assumes that 95% pfeajinant women in the prenatal program
will have deliveries in the Children's Basic Hedltlan, and that the average length of stay
will be 7.8 months. As in the children’s self-fusttirates, 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 (inghgothe 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 retroagtivitThis estimate of total member
months was then multiplied by per member per moafiitation rates to estimate the total
expenditures. This methodology using projected begrmonths, however, includes the
impact of retroactive payments, which is inconsistevith the move to cash-based
accounting. Beginning in FY 07-08, the ChildreBasic Health Plan Premiums Costs
projections will no longer be directly calculateaksbd on per member per month capitation

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

Financial Reporting System, and the restated ntypaetive caseload to estimate
historical prenatal per capitas. While the expemdiprojections will no longer be directly

calculated with capitation rates, growth in histafiper capita has tracked with growth in
the prenatal capitation rate over recent yearsersihis and the short per capita history,
the Department’s FY 07-08 and FY 08-09 forecastdcppita 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 ofistthye 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 17.48apiation 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 ipatal 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 capjtelds an estimated FY 08-09 per
capita of $12,723.22. There are no adjustmentstanges in either eligibility or benefits

packages in FY 08-09.

[ll.  Description of Request Related to the Childrens Dental Benefit Costs
Dental Caseload (Exhibit C.6)

Children who qualify for the Children’s Basic HéalPlan 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, becagsv members do not receive dental
coverage during their pre-HMO enrollment periodewbusly, the Department calculated
a ratio of dental enrollment to medical enrolimenproject dental caseload and costs.
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Through FY 06-07, the Children's Basic Health FRaamiums Costs and Dental Benefit
Costs line items were using accrual-based accaunt8B 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 cadeldather, the dental caseload will be
the same as the medical caseload, and the pemr cajfliincorporate 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 ratsented in the Department’s November
1, 2006 FY 07-08 Budget Request DI-3 was $13.9pmenber 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 $13.84FY¥ 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 histor@@hticlaims data as well as industry
publications. The FY 08-09 actuarially developeohtdl 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 s 80%. As with the medical
projections, this estimated caseload, which indudsroactivity, 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 capitasitas, but rather using per capita
costs.

The Department has analyzed cash-based expendiagagported from the Colorado
Financial Reporting System, and the restated ntypaetive caseload to estimate
historical dental per capitas. Rather than esiigatiental caseload as a percent of
medical caseload, the historic and projected pgitasare based on the medical caseload.
While the expenditure projections will no longer theectly calculated with capitation
rates, growth in historical per capita has trackdth growth in the capitation rate over
the recent years. Given this and the short petacapstory, 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 factatsrhy affect per capita costs, such as the
length of stay in the Children's Basic Health Riad the average length of time taken for
a child to receive dental benefits, remain consramh 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 trcapitation 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 capjtelds an estimated FY 08-09 per
capita of $161.38.

IV.  Description of Request Related to the Trust Fad (Exhibit C.1)
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Expenditures from the Trust Fund include programpeases from the Children’s Basic
Health Plan premiums, dental, and administratioe 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 fohgrimarily through Tobacco Master
Settlement appropriations and General Fund (wherssary); however, enrollment fees
from clients of the program and interest earningstlee Fund’s balance also serve to
subsidize the Trust. In FY 05-06, $900,000 wasneéa to the Trust in January of 2006,
as repayment for a 2002 transfer to the Departiwiehteasury used to reduce the State’s
General Fund deficit. In the FY 07-08 Long Bill d&ans, the Trust was appropriated
$11,243,215 General Fund with the intent of pragdiunding for traditional clients that
are paid for from the Trust Fund through FY 07-08.

The original estimate of the FY 07-08 Tobacco MaSkettlement 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 k@bcation to the Trust was
increased to $20,147,800. In addition, HB 07-13&@elerated payments from the
Strategic Contribution Fund in the Master Settleim&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 Toba 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 becserit for the FY 07-08 program costs,
the Trust Fund is forecasted to have a shortfaf¥\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 rap8iepplemental Tobacco Litigation
Settlement account funds, and federal matchingsiunti$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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Conseguences if Not Funded:

would collect interest while in the Trust, the Ddap#nt 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 traditimaseload for both children and
prenatal to exceed the FY 03-04 enrollment levéld19786 and 101, respectively, the
caseload funded from the Trust Fund will be maxaaiz However, increases in the per
capita will continue to drive increasing expendisifrom the Trust Fund. The forecasted
increases in the children’s, prenatal, and demaktppitas are increasing costs beyond the
Tobacco Master Settlement funding, resulting inftmecasted 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 growtthi per capita increases. As such,
enroliment in the Children's Basic Health Plan wolbve 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. Hewvéecause funding for all prenatal
enroliment above the FY 03-04 level of 101 cliestprovided 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 waydstFthe program may be closed to
new applicants, and redeterminations would be a@bto 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.orkedhe program may be closed to
new clients as well as redeterminations. Cliendsildl be disenrolled in the program when
they came up for redetermination. The attritiote raf this method is faster than the
previous method and may allow the Department tdeément the cap later in the year.

If the prenatal program were suspended for FY 08t#&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 enrolltneftraditional children to be capped
at approximately 38,875. Because expansion clieamtsot be funded to the exclusion of
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any traditional clients, the Department would ate®d to cap enrollment of expansion
children. As enrollment of traditional clients wdube capped at approximately 66.6% of
the projected caseload, enrollment of the expangiients would be capped at

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

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

through the Health Care Expansion Fund. The Dayant 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'siB&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 @&l Disorders) $11,751 $11,751 $0
Annualization of SB 07-097 (Tobacco Master Settleifggreement 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 fBhildren) $24,596 $0 $8,609 $15,987
Annualization of SB 07-036 (Mandatory Coverage @&rithl Disorders) $33,576 $0 $11,751 $21,825

Annualization of SB 07-097 (Tobacco Master Settleifggreement

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 Settleidggreement 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 presentdekimbits C.1 through C.12 included with

this request. Detailed caseload and per capitargagons are outlined below.

Assumptions for Caseload Restatement: Exhibit C.12

« The Department assumes that historical enrolimethtowt retroactivity would follow

a similar pattern to that observed in the secoifdolid&yY 06-07. Thus, it is assumed
that the non-retroactive children’s caseload ism@stant 10.5% lower per month than
the reported caseload which included retroactivitgimilarly, the non-retroactive

prenatal caseload is assumed to be a constant 1lB®& per month than the

reported caseload which included retroactivity. eDio 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 Cargé&nsion Fund for enrollment of
traditional clients (up to 185% of the federal paydevel) above the FY 03-04 level.
This enrolliment level is being restated downwanddoildren by 10.5% from 46,694
to 41,786. The prenatal enrollment level is beestated downward by 15.1% from
119 to 101.

Assumptions for Children’s Caseload Projections

FY 07-08 and FY 08-09 Enrollment Projection: ExhibDi6

The Department assumes that any positive effectthen FY 06-07 traditional
children’s caseload from the identification reqmemnts 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, montnowth averaged 1.6%, and
caseload was half the current size. Because eakedo significantly higher and
potentially approaching a saturation point, itéagonable to expect that the monthly
growth would be lower than that experienced in F¥02, despite similar economic
conditions and marketing. Based on this, the Diemant projects that the traditional
children’s caseload will increase by an averagel.d®6 per month in FY 07-08.
Further, the Department assumes that the montbhlytgr rates will vary and follow
the same distribution as experienced in FY 01-02.

The Department assumes that the monthly growth iratgaditional children will
moderate in FY 08-09, as the declines in the Médligdigible 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 gifenhigher caseload level. Based
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on this, the Department projects that the traditi@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 ttgaasion children in FY 06-07 and
the convergence of the growth rates between the dimdren’s populations, the
Department assumes that the expansion populatisrrdached a level of maturity
where large monthly increases are not expectedhsichpe to the newness of the
program. The Department assumes that the expapsjmuration’s growth will mirror
that seen in the traditional children, and thatetsed 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 (BXIT.7)

The Department assumes that the growth patternrierped in the traditional
prenatal population in FY 06-07 will continue inkY 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 populationsdoet appear to be converging
with that in the traditional population, as wasrs&ethe 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 ez 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 capdssume that the actuarially
developed self-funded program capitation rates iadeed in line with the costs
incurred by clients served in the network.

All forecasted per capitas assume that growth miliror that in the actuarially
developed capitation rates. Thus, the Departmeniraes that factors other than the
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capitation rate that may effect the per capita neroanstant from FY 06-07. Such
factors may include the children’s caseload mixveein 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 Begialth Plan.

Impact on Other Government Agencies: Not applicable.

Cost Benefit Analysis

Cost

Benefit

$2,382,423 General Fund

$11,083,854 Cash Funds Exemy
including $9,279,435 from the
Health Care Expansion Fund

The Department would be able to provide health @@ dental services to a total of 62,481
vtchildren, and medical services to 1,497 pregnamhevoin the Children's Basic Health Plan. The
Department would not have to suspend the prenabgiram and place an enrollment cap on|the
children’s program in FY 08-09 in order to preventerexpenditures. This would allow an
estimated 1,497 prenatal women and 20,876 chiltihereceive medical services in FY 08-D9
above what base funding would allow.

Implementation Schedule

Statutory and Federal Authority

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

Children's Health Insurance Program is establishefgderal law in the Social Security
Act, Title XXI (42 U.S.C. 1397aa through 1397jiBEC. 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 coordadatvith other sources of health benefits
coverage for children. Such assistance shall lmvided 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 éntthst and all interest earned on the
moneys in the Trust shall remain in the Trust far purposes set forth...
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Performance Measures:

25.5-8-109 C.R.S. (2007) (3)he Department may establish procedures such that
children with family incomes that exceed one huddrighty-five percent of the federal
poverty guidelines may enroll in the plan, but awat eligible for subsidies from the
Department; ..5) (@) (1), . .Once determined eligible for the plan, a pr@gnwoman
shall be considered to be continuously eligibleotlghout 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 fdretplan and shall be automatically
enrolled in the plan . . .

25.5-8-107 (1) (a) (Il), 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 (l) of this paragraph éad any additional items approved by
the medical services board, on and after JanuardQ1, 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 dentistsveiting to provide services to eligible
children; and (B) The financial resources availalbdethe program are sufficient to fund
such services.

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:) (Ao increase eligibility in the
Children’s Basic Health Plan, Article 19 of Titl&.3, C.R.S., for Children and Pregnant
women from one hundred eighty-five percent to twodhed percent of the federal
poverty level; (B) To remove the asset test urfteiMedical 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 lement cap can be achieved by
providing funding to support natural caseload gtowat children and prenatal women in
the Children's Basic Health Plan. This would eestontinuity 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.
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