Department of Health Care Policy and Financing

AGENDA
FY 2008-09 Joint Budget Committee Hearing

Thursday -- December 13, 2007
9:00 a.m. to 5:00 p.m.

l. 9:00 a.m. to 9:10 a.m. Director Introduction andOpening Comments

A. 9:10 a.m. to 9:30 a.m. Strategic Plan and Directiofor the Department for the Next
Three Years

1. Given the change in the Administration, have thee been any changes to your
department's principal goals and objectives sinceakt year?

RESPONSE:

The primary goal of the Department is to improvaltieoutcomes for all clients through the
purchase of medically necessary, appropriate astiaftective services. The Strategic Plan and
Budget Request reflect the Administration’s initias to achieve Department goals and there have
been some changes to the Department’s principls gad objectives since last year. A new primary
objective is to enroll more children into publicafté insurance programs who are already eligible, b
not enrolled and this will continue to be a perfante measure for the Department. In order to
improve health outcomes and quality of care, aetaaf new programs are being designed including
providing children with a “medical home”; enrollifggh cost, chronically ill clients into disease
management programs; and developing new modeldddicaid managed care.

2. What progress did you make during the last yeain achieving your goals?

RESPONSE:

» Aggressive outreach was done in FY07-08 and aaditioinding is requested for FY 08-09
to refine outreach strategies in order to enraliifta-reach populations. Since January 2007,
enrollment in the Children’s Basic Health Plan imaseased by over 10,000 children.

* There are currently 28 medical practices partigigain the medical homes program and
approximately 10,861 children are currently servedesignated medical homes. By July
2008, a 10% increase is expected in the numbdrildfen enrolled in a designated, medical
home.

* Six new disease management programs were launcH2@Di7 to serve individuals with
asthma, congestive heart failure, chronic obstragiulmonary disease, high risk pregnancy,
telehealth and weight management. A total of 5,B@#iduals will be served in these
programs.
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» The Department is working with various managed eargties to research and develop
standards and metrics for outcomes, enrollmentesfies, and appropriate payment and
incentive policies. It is a long-term goal to ehrabst, if not all, Medicaid clients into a
managed care program that will improve health owe® and reduce unnecessary
expenditures.

3. How is the additional money provided to your degrtment in FY 2007-08 being used to
achieve your goals? What improvements is your depiment making in its outputs?

RESPONSE:

The Department received additional funding in FYOB/for four broad purposes: Base caseload and
cost per client growth for the Medicaid program #melChildren’s Basic Health Plan; provider rate
increases; to ensure correct and timely eligibgitycessing; and, administrative and programmatic
efficiencies. Every additional dollar requestedhsy Department for FY 07-08 was for the purpose
of achieving its goals and performance measuresjtised in the Department’s November 1, 2006
Strategic Plan.

Base Growth and Provider Rate I ncreases

In FY 07-08, the Department received additionatlfng for base caseload and cost per client growth
for the Medicaid program and the Children’s Basealth Plan; and, provider rate increases for
providers which were identified as being paid safsally below cost, or critical to the Department’
provider network. This funding is used to ensuientaccess to appropriate, medically necessary
health care. This has included maintaining actesspatient hospital care; emergency and non-
emergency medical transportation; and, specialggipians, such as surgeons, anesthesiologists, and
therapists. The Department has engaged diffenentiqer communities to determine areas of
shortfalls, and continues to work on improvingriaccess to care. Further, the Department ig usin
funding appropriated to maintain its existing masthgare network and explore possibilities for
managed care expansion.

Correct and Timely Eligibility Processing

In FY 07-08, the Department received additionabifng to ensure that eligibility processing for
public assistance was timely, and met new requingsne both state and federal law. This included
funding for the enforcement of Medicaid eligibiltgquirements established in HB 06S-1023 and the
Deficit Reduction Act of 2005; funding to reducedioal program applications exceeding processing
guidelines; and funding to implement the ChildréBeésic Health Plan Premiums Assistance program.
Such funding is used to achieve the Departmermtasgof supporting timely and accurate client
eligibility determinations, and to assure that pagta made in support of the program are accurate
and timely. With the funding appropriated, the Breément is implementing system changes required
to comply with the new citizenship requirementthim Medicaid program and is reducing the number
of applications exceeding processing guidelinesie Department continues to work towards
implementing the Premiums Assistance program.
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Administrative and Programmatic Efficiencies

In FY 07-08, the Department received additionatiing to ensure that Department programs were
administered efficiently. This included fundingr fthe implementation of a preferred drug list,
increased audits of certain provider groups, arditiadal commercial leased space to house
Department staff. This funding was requested ppstt the Department’s performance measures
related to the accuracy of payments, and to baidnaaintain a high quality, customer-focused team.
The Department is currently in the process ofldistang a preferred drug list, and anticipates
implementation in early 2008. The Department késreled the contract of its hospital and federally
qualified auditor, who has begun additional sitditsuof providers. The Department is also in the
process of hiring an auditor for the Primary Cavad-programs. Further, the Department has
expanded into additional office space, allowing Department to continue to fill critical vacant
positions and improve staff morale by improving g conditions.

4, Please identify your department's 3 most effeste programs and your 3 least effective
programs. Explain why you identified them as suchExplain how your most effective
programs further the department's goals.

RESPONSE:

The three most effective programs are the “Keepr@db Kids Healthy” Children’s Basic Health
Plan outreach campaign; medical homes for childred;the Consumer Directed Attendant Support
waiver. The Department is hesitant to designayenéits programs as the least effective given the
significant impact that all programs have on centhe Department would like to put forth three
programs which could most benefit by a change o $ervices are delivered. These programs are
fee-for-service as a model for providing healthecar Medicaid clients; fraud, abuse and waste
prevention; and the lack of standardized, predietedie increases for providers.

The Children’s Basic Health Plan outreach camph&gbeen instrumental in progress toward the
goal of enrolling more eligible children into pregns. The medical home model is a way to provide
care to children. An independent evaluation cotetlion a pilot basis demonstrated improved health
outcomes for children and savings by reducing casth as unnecessary emergency department visits
through a medical home. The Consumer Directechdeiet Support waiver demonstrated that many
clients living in their homes and communities aing and able to manage their attendant serates

a cost equal to, or less than, what the state wpaydagencies for the same services. There is a
greater level of client satisfaction among the @ydend persons with disabilities who use Consumer
Directed Attendant Support services; the consurrecitgd option will be incorporated into all home
and community based services waiver programs.

Fee-for-service allows clients to seek care from@ovider at any time which leads to a lack of
coordinated care. The providers do not have thigyab share data or information in a way that
coordinates the care, reduces duplication of effetch as labs and radiology, or prevents
unnecessary treatments. A robust, integratedrsanagement program is more cost-effective and
likely to produce better health outcomes.
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As noted by the findings in the Government EfficieManagement Study, the Department’s current
efforts on fraud, abuse and waste are primarilyged on events that occur after the fact. The
Department does not currently have the proper resswavailable or statutory authority to focus
more on the prevention of fraud, abuse and waste: $latutory authority, technology tools, and
additional staff could help improve prevention effo The lack of standardized, predictable rate
adjustments for providers makes it extremely diffito recruit and retain providers to serve ctent
public health insurance programs. There is a cahsthurn of providers which increases
administrative costs and delays the provision o ¢a clients.

5. Are there programs that your department is requied to perform that do not further
your department's goals or have outlived their usefiness? If so, what are they and by
whom are they required? Why don't they further your department's goals?

RESPONSE:
No.
6. What are your department's principal goals and bjectives? What are the metrics by

which you measure success or failure? As a deparént director, how do you judge
your department's performance? What key measuresral targets do you used?

RESPONSE:

The mission, vision, goals and objectives are wedliin the Department’s FY 08-09 Strategic Plan.
The metrics are also specified in the plan as padiace measures. The director and the Leadership
Team judge performance based on the metrics amthimamks described in the Strategic Plan, as well
as the detailed project plans for each divisioe Teadership Team meets monthly and assesses
progress on key goals quarterly.

7. Please describe what impact the "Colorado Planhas in determining the Department's
goals and priorities for the next three years. A8, please briefly describe major
accomplishments or setbacks associated with movifigrward with the following four
issues that are specifically mentioned in the Colado Plan (some of these issues may
also be discussed more specifically in other issueslease just give a broad overview
here).

7a) What is the Department's current assessment fahe loss of Medicaid managed care?
What it the status of initiatives or negotiations b attract new managed care plans to
the Medicaid market? Is the Department on target ® adding one more plan in the
Denver Metro area in FY 2007-08 (page N-10 of youstrategic plan)?
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RESPONSE:

The loss of Medicaid managed care began in 2003 wiamaged care enrollment changed from a
mandatory program to a voluntary one. Between 20032006, four of six managed care contracts
ended. InFY 06-07, the statutory mandated rdatmgenethodology resulted in an 11.6% decrease
in Medicaid managed care rates despite a widelg@gledged increase in medical costs. The rate
decrease, coupled with the artificial statutory ttegt managed care organization payments could not
exceed 95% of the regular Medicaid fee-for-seremsts, put a financial squeeze on the last two
managed care organizations still participatingh@ Medicaid program. As a result, one of the
remaining managed care organizations withdrew ftteMedicaid program in the summer of 2006.
The other continued to participate, but at a reggbfinancial loss. In 2007, only one fully capaeht
managed care organization is still serving Medictehts.

HB 07-1346 substantially changed the Medicaid sateng methodology. The fiscal cap was raised
from 95% to 100% of the regular Medicaid fee-forvgee costs. The Department believes that
statutory change is an important step to reversérémd of shrinking participation in the Medicaid
managed care program.

The Department is currently in discussions witk fivanaged care organizations that have expressed
an interest in entering (or reentering) the Coloritdicaid market. Of these five, the Department i
currently negotiating with one and is involved lire tdetails of program design, rates and contract
terms. The Department hopes to complete negat@tm add one more managed care plan before
the end of this current fiscal year.

7b)  What problems or issues does the Department kthave with the CBMS system?

RESPONSE:

One of the stated goals in the Colorado Promis@ideat was to “aggressively work to fix the
state’s information technology infrastructure, urtihg the troubled Colorado Benefits Management
System (CBMS).”

Executive Order D 005 07 dated February 15, 20@¢inded Executive Order D 004 05 and
dissolved the Office of CBMS. The Colorado Depaminof Human Services (CDHS) and the
Colorado Department of Health Care Policy and Fiman (the Department) assumed joint
management and control of CBMS. Staff from CDHS8 #re Department initiated a variety of
activities to improve day-to-day operational atig, business processes, communication and
coordination to enhance overall CBMS systems fonetiity.

A major activity and accomplishment focused onnitiiong the work to be completed to “fix the top
CBMS issues.” Representatives from CDHS, the DOepart and the counties formed a workgroup
to prioritize these issues and develop a plan feiment the changes within CBMS. The group
determined the full working list of CBMS projectiefined an initial set of business case criteria to
the projects and linked the top 14 issues to basinase criteria. Projects were evaluated based on
the impact to noticing/correspondence, accuratigrahining eligibility, workload/efficiency, fiscal
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impact, and number of clients impacted. The tojsd4es were further refined to create a top 8 list
Work groups for each of the top 8 list issues wierened to identify all of the issues, gather
requirements, prepare change requests, obtainfomstshe CBMS vendor, EDS, and implement the
change requests. For example, client correspordeas identified as one of the top CBMS issues
based on feedback from clients that notices aresoms confusing and appear to contain conflicting
information. The client correspondence work gragmtified 80 items to review and anticipate that
41 decision table items and 13 change requestbavithplemented prior to June 30, 2008.

A comprehensive and thorough review of CBMS proegss ongoing. A new CBMS Business
Requirement Gathering process using a System Witkdygsis Team (SWAT) approach was
developed and is currently in use. When a new @hdequest is identified to improve system
functionality, fix a system defect or implement nlegislative mandates, this process ensures that al
of the appropriate department, program and teclstatitogether with EDS staff can craft the best
solution to be implemented into CBMS. It also ainéines the process so that change requests can
happen more efficiently and accurately.

Because of the ongoing changes made to the sysigether with the high staff turnover at the
counties, the Department and CDHS have investgphéicant amount of time and resources to the
issue of training. A variety of training materialsd methods are currently in place to provide end-
users with the best available information to nadgdne system and process applications more
efficiently.

There will always be inherent challenges and r@ssociated with a system that is subject to oversig
by multiple federal agencies with different polgiand requirements. However, under the new
leadership of the Executive Directors of the Dapartt and CDHS, much has been accomplished to
address CBMS issues. With any complex and dynant@grated system such as CBMS, system
enhancements and improvements are to be expettétth a new plan and focus to direct the
activities of CBMS, the Department is confidenttttie clients who are eligible for program services
will be better served.

7c)  What is the status of linking the state Medicai program with the Colorado Regional
Health Information Organization.

RESPONSE:

The Colorado Regional Health Information Organ@a{iCORHIO) was incorporated as a non-profit
corporation in the spring of 2007. CORHIO’s missie to facilitate the electronic exchange of
health information, or health care records, to onprhealth and health care for all Coloradans.
CORHIO is working to launch its initial Health Imfoation Exchange of laboratory data between
Denver Health, the Children’s Hospital, Universityspital and Kaiser Permanente in June of 2008.
The Executive Director of the Department of He&tire Policy and Financing, along with other
members of the executive branch, serves as a ning\ex-officio member of the of the CORHIO
Board of Directors to represent the State’s intsreghile supporting the implementation of
CORHIO. In this capacity, the Department has pigdied in CORHIO’s development of policies

Department of Health Care Policy and Financing December 13, 2007, Joint Budget Committee Hearing



for data exchange including legal agreements asfthtdogy standards.

The Department is also engaged in developing a calmepsive Health Information Technology
strategy that will take advantage of CORHIO’s euahstatewide Health Information Exchange role
and emerging technical services to benefit the Beyant’s Clients and programs.

Finally, the Department is working closely with tB¢ate Office of Information Technology to
develop the State’s working knowledge regardingltHeéaformation Technology and will continue
to integrate CORHIO into the State’s vision foredfective Information Technology enterprise.

7d)  Please briefly describe any quality improvemeitlisease management programs that
the Department is currently pursuing.

RESPONSE:
The Department is pursuing the following qualitpmovement and disease management programs:

Quality Improvement
* Immunization Registry
* Focused Studies
» Consumer surveys
* Implementation of Medical Home (Senate Bill 07-1&®jislation and Senate Bill 07-211
* Provider Profiling
* Quality Intervention
» Performance Measurement
* Return on Investment Forecasting Calculation Tool
* Annual Site Reviews
* Long-term Care & Home and Community Based SenAawities

Disease Management
* Asthma
» Telehealth Pilot Program for Chronic Conditions
» Congestive Heart Failure
* Chronic Obstructive Pulmonary Disease
» High-Risk Obstetrics
* Weight Management

For detail regarding the quality improvement arsbdse management program please see
Attachment 1.

8. What are the five major challenges that the Deptment will face during this upcoming
year?
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RESPONSE:

Assessing and implementing programs that emergeliealth care reform legislation; developing a
comprehensive plan to enroll most, if not all, Medll clients into a managed care model;
recruitment, retention, and increased satisfaatibproviders wiling to serve Medicaid clients;
designing a strategic plan to improve the long-teare and home and community-based service
system; and recruitment, training, and retentiostaff at the Department.

9. One of the Department's selected performance m&arers is to "maintain or reduce the
difference between the Department's spending authiy and actual expenditures for
Medicaid services." Where, if anywhere, does the &partment believe improvements
could be made in the annual budget process to enguthat over expenditures and
reversions are minimized at year-end close?

RESPONSE:

The Department’s budget is largely driven by caamgldBecause the process begins 12 to 18 months
prior to the fiscal year there will always be anoammt of uncertainty since caseload numbers are
affected by many factors that are difficult to peedar into the future. However, the Department i
working in several areas to produce better and racoerate forecasts. These efforts include
working to improve internal communication withinetiDepartment on expected programmatic
changes and initiatives that would affect forecasibe Department is improving the training of
current staff on processes and programs as wélirasasting methodologies. In addition, the
Department is working to retain staff in order teyent the loss of knowledge due to the loss of
experienced and talented personnel with necessamyital skills. The Department is currently
developing improved tools to track both the budgeicess and any changes likely to affect the
Department’s forecasts as well as actively workimglevelop or acquire better forecasting tools.
The Department is also working to improve intearad external collaboration on forecasts.

The Department supports the recommendation ofdine Budget Committee Staff (#3 on page 80
of the Briefing document) that Section 24-75-108RS. (2007) be revised to allow the State
Controller to use any General Fund that will reverfirst reduce the amount of any administrative,
non-statutorily permissible over-expenditures. tRemmore, the Department encourages the
evaluation of the Executive Director’'s Office Loyl group, as directed in footnote 22 and
submitted in the Department’s response to the fitetnso that a combination of line items or
flexibility across line items limits the administikee burden of managing these appropriations. The
Department does not support the use of reverswrstdtutorily allowable Medicaid program over-
expenditures.

Il. 9:30 to noon Medicaid (Medical Services Premiurs Issues)
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A. General Budget Outlook

10.  What error rate does the Department believe ian appropriate performance measure
when forecasting the original Medical Services Preiams line item?

RESPONSE:

As stated in the Department’'s Strategic Plan inNtsvember 1, 2007 Budget Request, the
Department has set a performance measure to redeadifference between the Department’s
spending authority and actual expenditure for M&diservices to 1.0% in FY 07-08. Although this
is a Department-wide measure, the Department leslihat 1.0% is an appropriate performance
measure when forecasting the Medical Services RBresni

Historically, the Department’s forecasts for thedidal Services Premiums have varied between -
8.04% and 3.68%. These figures are shown in tile below. There are a large range of issues that
can affect the final expenditures for the Medicean&es Premiums. Under cash accounting,
expenditure is recorded in the period in which ¢keem is paid, leading to a large measure of
uncertainty in budget forecasts. For exampleaiandbr dates of service in FY 06-07 paid in FY 07-
08 will be recorded against the FY 07-08 approjomt This is also true of recoupments,
settlements, or other requirement payments (suphyasents which were made as a result of health
maintenance organization lawsuits). Such payn@mtsot always follow well-defined expenditure
patterns.

Additionally, month-to-month variation in caseloaah be unpredictable. For example, in September
2007, non-retroactive caseload suddenly decreas8Bb8 clients. In the next month, caseload
increased by 4,073. While such events can be pocated into trend models, if such an event
happens in the last two months of a fiscal yeacan have a significant impact on the total
expenditure. Such events cannot be incorporateeltier the Department’s February 15th
Supplemental Budget Requests or the Figure Seqttingess. Because of the unpredictability of
caseload and expenditure patterns, the Departroestribt support a tighter performance measure
than 1.0%.

It should also be noted that in the last two yetrs, Department’s final Supplemental Budget
Requests for Medical Services Premiums have baémwi.15% and 0.22% in FY 05-06 and FY 06-
07 respectively. The Department hopes to conitsweirrent trend of accurate forecasts, butds als
aware that there can be significant programmatodicy issues which can decrease the accuracy of
the forecast.

Medical Services Premiums Comparison - Final Requée$o Actual
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Fiscal Year| Request Source Final Request Actual Pant
Difference
Date Page
FY 95-96 1/10/1996 52 $1,001,635,337 $982,847,134 1.88%
FY 96-97 2/14/1997 44 $1,033,428,216  $1,055,622,198 -2.15%
FY 97-98 2/13/1998 51 $1,047,325,384  $1,079,585,406 -3.08%
FY 98-99 2/15/1999| 148 $1,151,048,879  $1,188,864,156 -3.29%
FY 99-00 2/15/2000| 117 $1,217,696,398  $1,315,569,367 -8.04%
FY 00-01 2/15/2001| 118 $1,415,376,242  $1,405,080,749 0.73%
FY 01-02 2/15/2002| EN-2 $1,559,787,150 $1,536,804,691 1.47%
FY 02-03 2/15/2003| EN-1 $1,654,546,803 $1,651,670,874 0.17%
FY 03-04 2/16/2004| EO-1 $1,779,651,11% $1,841,738,922 -3.49%
FY 04-05 2/15/2005| EO-1 $1,965,567,432 $1,893,285,567 3.68%
FY 05-06 2/15/2006| EO-1 $1,979,334,907 $1,982,396,076 -0.15%
FY 06-07 2/15/2007| EO-1 $2,043,868,954 $2,048,437,41% 0.22%

Totals do not include Upper Payment Limit financing

Actuals from FY 00-01 and prior are taken from Eebruary 14, 2003 Final Request, Exhibit F.

Actuals are taken for FY 01-02 and beyond fromNlogember 1, 2007 Budget Request, Exhibit N, pagasdl2.

Actuals do not include mental health capitatiorthvilie possible exception of FY 95-96. Researck195-96

could not conclude if mental health capitationsiackided. Based on the size of the request, stagsumed that it

was included. Since it cannot be separated ouEYh@5-96 actuals include mental health capitation.

e FY 96-97 to FY 99-00 make specific exclusions frtmtals to account for Old Age Pension State —Oréylidal
Program. Actuals exclude Old Age Pension Statdy-fadical Program.

e FY 01-02 and FY 02-03 were projected on an acacebunting basis, although actuals are presentt @ash
accounting. The Department's last presentati@ctofls in the Final Request binders under theuatsystem
was FY 00-01.

e FY 05-06 final request includes $6,240,000 fromDBepartment’s Supplemental Bill HB 06-1369, to allor a

more accurate comparison. The original total fleebruary 15, 2006 is $1,973,094,907.

11. Can the Department identify the specific casedal impact that resulted from the Deficit
Reduction Act of 2005 requirement that low-income ppulations have their citizenship
or legal status documented before they can receiedigibility?

RESPONSE:

Until changes to the Colorado Benefits Managemegstegn have been fully completed for the

purpose of implementing the Deficit Reduction AE2005, the Department is unable to identify the
specific caseload impact. Some of the originagproaming requirements for compliance with the

Deficit Reduction Act of 2005 have been revised assult of coordination with the Department of

Human Services and policy clarifications from tren€ers for Medicare and Medicaid Services. The
release date of these system changes is Marct0@8, 2

12. Does the Department have any concerns that e@nic conditions could worsen in the
near future causing a greater increase to the Med#d caseload forecast in FY 2008-097?

10
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How confident is the Department that caseload groviat will remain below 1.0 percent
for FY 2008-09?

RESPONSE:

Medicaid caseload is projected each year in botrelter and February for the Department’s annual
budget request. Historic caseload data are usewnjunction with economic data to project
caseload, as economic indicators help partiallyagxpvhy some Medicaid caseload trends occur.
Since Medicaid is a needs-based program whergslienst meet income and resource limits, it
follows that caseload for families and childrentddoe countercyclical to economic conditions. The
Department believes that the improving economiadé@ms are the driving factor in the recent
decrease in Medicaid caseload. Should economiitemms worsen, the Department would adjust
caseload projections accordingly. The Departmenirsent total Medicaid caseload forecast is for
growth to remain at approximately 0.9% through P¥10.

The Department’s caseload projection for the Madipaogram in its November 1, 2007 Budget
Request was 379,715 (November 1, 2007 Budget Redbestion E, Exhibit B, Page EB-1).
Through October 2007, the Department’s actual @eenaonthly caseload was 382,694, a difference
of 0.78%. The Department does not believe thesafiient information at this time to conclude
that either the final average monthly caseloadriv07-08 or FY 08-09 will differ significantly from
the forecast from the November 1, 2007 Budget Reiqud¢owever, the Department will reforecast
Medicaid caseload in its February 15, 2008 BudgsjuRst.

13.  Why is the CBMS system still unable to identifpptional legal immigrants?

RESPONSE:

The Colorado Benefits Management System (CBMS) e able to identify optional legal
immigrants for new clients since October 2006 fee Eamily Medical program, and since August
2007 for Adult Programs. All optional legal immégnts entered into the CBMS after those dates
include the designation of optional legal immigratdatus. For those clients who were previously
entered into the CBMS, optional legal status isigp@dentified during the annual redetermination
process. Consequently, optional legal immigraatust is identified for all clients enrolled in the
Family Medical program, because that applicatioange was implemented in October 2006 and
annual redeterminations were complete on all Faviglglical clients by October 2007. For clientsin
Adult Programs, the application change identifypgional legal immigrant status was implemented
in August 2007. Annual redeterminations reflectimg application will be complete for all cliers
Adult Programs by August 2008. The decision tod@ément the optional legal immigrant application
as clients are entered into the CBMS or when ditgiis redetermined was made to avoid potential
disruptions in client eligibility that could occiirall clients were redetermined at once.

14. If a FY 2007-08 General Fund supplemental is eded for the Medical Services
Premiums line item, does the Executive have suggests on how the JBC can avoid
being over the 6.0 percent appropriations limit?
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RESPONSE:

The Governor will submit an FY 08-09 budget requlbeat is balanced to the 6% limit on January 2,
2008. This request will contain the statewideatites for maintaining the 6% appropriations limit
The Department does not have direct control ovén@responsibility for maintaining the 6% limit.

If the Department’s analysis shows that any gfiitegram areas are over-funded, a negative change
request will be submitted. Although the Departmsrgensitive to State expenditure caps, it has
never been the Department's role to find correspgreéductions in the budget to offset growth in
caseload and utilization of services in this fetieraandated program. The Department believes that
it would be a conflict of interest to have to bakncaseload and utilization growth with
corresponding reductions. Otherwise, the Departméibe glad to work with the Joint Budget
Committee on any initiatives that it identifies.

B. Cost Containment | ssues-- (Disease Management, Prescription Drugs, Recoveries, Breast
and Cervical Cancer Treatment Fund, and other issues)

15. Please describe for the Committee how the Depiarent plans to use the roll-forward
authority for the H.B. 05-1262 disease managementggrams in FY 2007-08? Briefly
elaborate on the quality improvement and disease magement initiatives that the
Department is administering or pursuing in the nearfuture.

RESPONSE:

The Department is using the roll-forward authofatythe following disease management programs:
» Congestive Heart Failure
* Chronic Obstructive Pulmonary Disease
» High-Risk Obstetrics

For complete information on the quality improvemant disease management initiatives that the
Department is administering or pursing in the rfetaure, please see Attachment 1.

15a. Please describe the Department’s past efforéd current efforts on trying to offer
programs that will control the cost of diabetes? \Wat are the health care costs for
Medicaid clients with diabetes on an annual basis?

RESPONSE:

From October 2002 through June 2007, the Departaifared a diabetes management program that
included telephonic case management, client educatid care plans developed with clients. The
Department determined that program costs exceegwdlbcost savings and chose not to renew the
contract for an additional year. In July 2007, Erepartment developed a new program for diabetes
disease management that uses a much more aggeggsieach. Clients are provided with biometric
home monitors that measure blood glucose leveldrandmit the results along with self-reported
symptoms to a remote nurse station on a daily.basie evaluation for this program will be avaiabl

in December 2009.
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Part of the Department’s evaluation of this newgpam will be to establish Colorado-specific
baseline data on costs. In FY 05-06, 6,791 Medichdaohts were identified with a diagnosis of
diabetes. The national average for enrolleesdidgtbetes is $16,967 per capita (Kaiser Commission
on Medicaid and the Uninsured, “An Overview of Mmdd Enrollees with Diabetes in 2003,”
October 2007).

15b. Please provide information on how much the Deptment spends on individuals who
are in a persistent vegetative state.

RESPONSE:

According to the International Statistical Classifion of Diseases and Related Health Problems
(ICD), “vegetative state refers to the neurocogeisitatus of individuals with severe brain damage,
whom physiologic functions (sleep-wake cycles, aatoic control, and breathing) persist, but
awareness (including all cognitive function and &om) is abolished.” Based on claims data, the
Department has identified 75 clients who are ineesigtent vegetative state. The Department
identified these clients either through diagnosides in the client’s claim records, or information
provided directly from the Minimum Data Set (MDS3ed in calculating the acuity portion of
Nursing Facility rates.

In FY 06-07, the Department spent $6,991,632 fotals on care for clients who were identified as
being in a persistent vegetative state. The taddtmwv shows expenditure for clients by age range:

Clients and Costs by Age Numbce:lrig:]thJnique Total
Young - less than 35 24 $2,099,408
Middle age - between 35 and 64 42 $4,547,261
Elderly - 65 or greater 9 $344,963
Total 75 $6,991,632

The table below breaks out the total number ohtdi@nd expenditures by placement in a Skilled
Nursing Facility:
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Number of _ Number of | Expenditures
. Expenditures . .
Unique . . Unique for Clients
. . for Clients in . .
Cli qc by A Clients in a Skilled Clients Not Notin a
lents and Costs by Age | gpilled aSkilled | i 4 skilled | Skilled
. Nursing . .
Nursing Failit Nursing Nursing
Facility y Facility Facility
Young - less than 35 5 $726,060 19 $1,373,358
Middle age - between 35 and 64 20 $2,878,653 22 $1,668,708
Elderly - 65 or greater 5 $194,715 4 $150,248
Total 30 $3,799,318 45 $3,192,314
16.  What is the Administration's position on allowng a permanent statutory annual

transfer of $2.0 million from the Prevention, Early Detection, and Treatment Fund to
the Department of Health Care Policy and Financingeach year? Are there any
drawbacks from such a statutory change?

RESPONSE:

A permanent transfer would allow continuity of @dise management programs and allow the
necessary timeframes required to achieve the degsellts. Permanent funding would also allow the
Department to plan ahead each fiscal year in regabntract amendments, modifications and
program expansions in order to continuously impragen the programs offered to clients on
Medicaid.

If the transfer were made permanent, the Departmenidd request broader authority to select
disease management programs based on best practttesmerging service delivery models. This
flexibility would require a statutory change. Fxample, the Department would like the flexibiby

use such a transfer to fund a comprehensive mamragegrogram for all disease management issues
as opposed to specific appropriations for diabetes.

17. Please provide the Committee with an update dhe implementation of H.B. 07-1021.
RESPONSE:

HB 07-1021, codified at Section 25.5-5-507, C.R2B07) created the prescription drug information
and technical assistance program to provide aduicéhe prudent use of prescription drugs to
Medicaid clients who receive prescription drug liéne The Prescription Drug Information and
Technical Assistance Program rules were preseattégttMedical Services Board for initial approval
on November 9, 2007. The rules are scheduled frdsented to the Medical Services Board for
final adoption on December 14, 2007 and will becefifective on February 1, 2008.
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In September 2007, the Department hired an FTEpgement and manage the program. As a part
of the implementation, the Department has idedtiiger 400 fee-for-service clients who receive
prescription drug benefits, are high utilizers oégzription drugs, and are at risk of complications
from drug interactions for voluntary participatimrthe program. Additionally, the Department has
contacted pharmacists across the State to detewhither or not they are interested in particigatin
in the program. The effort to identify interesfgrmacists is on-going. The Department anticipate
that it will have a final list of interested pharcisds by the end of December 2007. In January 2008
the Department will be entering into contracts vitte pharmacists and will match clients with
contracted pharmacists based on physical loca#arihe same time, Department staff will contact
clients in writing and by telephone to explain thepose of the program as well as how they may
benefit from the program.

Based on the appropriation, the Department antegpserving 226 clients per year at a cost of $75
per consultation. The Department anticipatestti@tonsultations will begin in February 2008.

18.  What savings impact, if any, does the Departméanticipate from the CMS final rule
for the DRA 2005 related to pharmacy reimbursement? What impact does the
Department believe the rules will have on independaé pharmacies participating in the
Medicaid program?

RESPONSE:

The Deficit Reduction Act of 2005 requires sevaidjustments to the calculation of federal upper
payment limits for drugs. Any of the changes canigact the savings to the Department and the
reimbursement to the pharmacies. Since the Ceiotekéedicare and Medicaid will not release the

new federal upper limits or the new average manurfac prices until December 30, 2007, there is
not reliable information available to determinsatings will be realized or how much the new limits

will affect independent pharmacies.

According to the December 2006 Government Accoulitie®ffice Report, the new calculation
would reimburse pharmacies an average of 36% less their acquisition costs. However, this
report was written before the rules implementing gortion of the Deficit Reduction Act were
finalized in July 2007. Thus, it does not takeigiccount the changes that were made to the
calculation of the average manufacturer price &edaderal upper limit.

The new federal upper payment limit will adjust nidyn The Department is concerned that
pharmacies could be reimbursed less or more thandhquisition cost on particular drugs at a
particular time. The Department is currently inigeging ways to minimize the fluctuations of
reimbursement rates caused by monthly adjustment®tner uncertainties created by the Deficit
Reduction Act.

For additional information on the Deficit Reductidat related to pharmacy reimbursement, please
see Attachment 2.
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19. Please update the Committee on the implementati on the preferred drug list.

RESPONSE:

An Executive Order was signed in January 2007¢tiing the Department to establish and maintain a
preferred drug list. The Department anticipatesipt the first drugs on the preferred drug list by
April 2008.

The Executive Order gave the Department the adyhtwiimplement a preferred drug list after
evaluating various methods of implementation artérdgning the best option for Colorado. As a
part of this process, the Department formed a Phay@and Therapeutics Committee responsible for
evaluating clinical data and evidence on all duigder consideration for inclusion in the preferred
drug list. In addition, the Department evaluates pursues supplemental rebates to further faeilita
providing pharmaceuticals for Medicaid clientsta towest possible cost.

In April 2007, the Department held several publieetings across the state to obtain input on the
implementation process. In addition to these mgstian open comment period was extended to the
public to allow interested parties to express sstiges, issues or concerns with the creation of the
preferred drug list. The Department used thismétion in combination with information gathered
through its own research to create the preferrad list program.

The Pharmacy Benefits Section hired a PreferredgDrist Coordinator to assist in the
implementation and management of the preferred lity@ pharmacist to be the clinical lead on all
clinical issues, and a rate/financial analyst tofqgyen pharmacoeconomic analysis related to the
preferred drug list.

Rules were drafted to establish the framework efateferred drug list and to create and define the
role of the Pharmacy and Therapeutics Committelee Hharmacy and Therapeutics Committee
Rules were approved by the Medical Services Boar8aptember 14, 2007 and became effective on
November 1, 2007. The Preferred Drug List Rule a@sroved by the Medical Services Board on

October 12, 2007 and became effective Decembed(l.2

Upon the effective date of the rules, the Departrbegan reviewing the first class of drugs. The
first class, Proton Pump Inhibitors (PPI), was amued on November 2, 2007. The Pharmacy and
Therapeutics Committee reviewed the first drugscisthe meeting on December 4, 2007. The
Department collected supplemental rebate bids floenmanufacturers of drugs in that class.
Pursuant to the rules, the Executive Director legnipresented with the recommendations from the
Pharmacy and Therapeutics Committee, public conmsnamd pharmacoeconomic data and has
selected the preferred and non-preferred agentthéofirst class. The Drug Utilization Review
Board will be considering the prior authorizatiotteria for the non-preferred drugs at its next
meeting on December 18, 2007.

November 19, 2007 the Department announced adalittasses of drugs that will be considered at
upcoming Pharmacy and Therapeutics Committee ngsatinluding statins and sedatives/hypnotics.
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The Department anticipates that the first threg dtasses will be reviewed and preferred agefits wi
be added to the preferred drug list no later thanl A, 2008.

In addition, the Department is looking at the plabsi of obtaining the clinical data currently
provided through a contractor with the Drug Effeetiess Review Project (DERP) beginning in FY
08-09. The Drug Effectiveness Review Project ®bBaboration of organizations, including 13
states, which compile the best available clinival@nce on prescription drug effectiveness andysafe
by drug class. Clinical reports on drug classeshgough a rigorous process using a series of
comprehensive, up-to-date and unbiased reviewsuobed by evidence based practice centers
(EPCs). The results of this research are used a@kenmformed decisions in public policy.
Participating entities provide equal financinghie project and participate in the operation thraaugh
self-governing process. In addition, the Drug é&tffeeness Review Project would provide technical
assistance within the review process, ensuredithalines are met and manages communications
with pharmaceutical companies.

19a. Please explain how the preferred drug list Wieffect anti-psychotics. Will Medicaid
clients continue to be able to stay on the drug cdmmations that are treating their
conditions.

RESPONSE:

The Department has established a moratorium whiehdiesignated period of time set forth in the
Department’s rules during which the Department oanonsider particular drug classes for inclusion
on the preferred drug list. The atypical and tgpantipsychotics are included in the drug class
moratorium. Per the rules, the moratorium peridbexpire on December 31, 2008. After this date,
atypical and typical agents could be consideredhfdusion on the preferred drug list but would not
automatically be included. The pharmacy and thearaps committee would be consulted before the
Department could include these drugs. In additio@Department considers many clinical factors
before placing a drug class on the preferred dstig These factors include the vulnerability of th
population treated with that class of drugs andréf&tive ease with which those drugs may be
interchanged.

The Department has also implemented rules for siciwf individuals from the preferred drug list.
The exclusion of individuals is authorized for pats who have a focal point of care and who meet
specific clinical criteria. With this exclusionchent can receive non-preferred drugs withouti@rp
authorization. This is an innovative approach getimg the medication needs of fragile clients. It
allows clients who are particularly vulnerable avitb are receiving good medical care through a
particular provider to continue to receive the drpgescribed by that provider. For those clients
who are not receiving consistent care, the gdhaisthe preferred drug list can provide a checkpoi
to ensure that the clients are receiving the basgsdfor their conditions. The Department is
currently developing an individual exclusion pracés clients with schizophrenia as well as AIDS
and developmental disabilities.
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20. Please explain the Department's proposed legitibn for limiting pooled trusts? Please
explain the Department's estimated fiscal impact ofthe proposed legislation and any
controversy that would associated with the proposal

RESPONSE:

The Colorado Promise reflects the Administratioisson to be a good steward of public funds. This
legislation would focus limited resources on Coftznas with the greatest needs allowing the
Department to better meet its mission. Medicaithé payor of last resort. The Department’s
proposed legislation regarding trusts is desigoestiike a balance between allowing clients with
long term care needs to retain assets and prompéirgpnal responsibility by requiring clients to
contribute to the cost of their own care. The Dipant’'s proposed legislation addresses three
different types of trusts that allow individualstivincome or assets greater than typical eligybilit
requirements to receive long term care funded bylid4&d. The types of trusts are Income,
Disability, and Pooled trusts.

Income Trusts

Background

Pursuant to State and federal law, an Income Tnagtbe established by an individual to overcome
financial eligibility limits and qualify for longdrm care services funded by Medicaid. This incdude
nursing facility services or home and communitygobservices. Generally, to qualify for Medicaid
long term care an individual must be (1) eitheablisd or over 65, (2) require institutional carej a

(3) have a gross income that does not exceed 3G0¥e GSupplemental Security Income limit
($1,869 per month in 2007). For individuals whosesg income exceeds the Supplemental Security
Income limit, but is less than the average priyate rate for nursing home care in the individual's
region ($5,073 to $6,181 per month in 2007), they attain financial eligibility for Medicaid by
establishing an Income Trust.

Income Trust Medicaid clients are required to dégbsir monthly income into the trust, or pay thei
income directly to their nursing facility, in excige for Medicaid long term care services. Cliants
permitted to retain monthly personal need stipeisopriate for their treatment setting. Once the
individual is no longer eligible for Medicaid, afunds remaining in an Income Trust must be used to
reimburse Medicaid up to the total amount of mddisaistance provided to the individual. For
patients receiving long term care through Home@oihmunity Based Services, they are permitted
to spend the Social Security Income limit, ($1,869month), and are directed to put their remaining
income into the Income Trust. Current statutesragdlations do not protect the Trust assets, which
are frequently unavailable to the Department whexdibhid eligibility ends. Said another way, when
the Trust is empty, the Department is not refurithedcost of care.

Trusts may not have any funding when the cliemoidonger eligible for Medicaid if trustees for
Income Trusts do not establish separate trust atsau do not ensure that the Medicaid client’s
income is deposited into the Income Trust. Theddipent has identified situations where trustees
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have spent the funds in the Trust or not deposiiedt’s income into the Trusts. As a result, the
Trusts are underfunded and the Department is ut@alpkcover the full amount of reimbursement
required under the statute.

Summary of Proposed Major Changes

1) Require direct deposit of all income assigne the Income Trust, when it is legally
permissible, into an account titled to the trushis change would help protect the Medicaid
program by insuring required deposits into Incomeasts.

2) Require Home and Community Based Serviceg term care clients to remit accumulated
funds in an Income Trust to the Department uponDbBpartment’s request but no less
frequently than quarterly. This change would minérisk of depletion of Income Trust
funds, alert the Department to any compliance grablfor Income Trust clients, and would
equalize the oversight and management of clieoimecfor long term care clients in nursing
homes and Home and Community Based Services.

Fiscal Impact

The Department currently does not systematicadlgitthe amount of income trust recoveries that
are lost due to improper trust administration. preposed changes should reduce the instances of
improper trust administration and increase the arthotiincome trust recoveries.

Risk of Controversy

Opponents of the proposed changes may argue th&dhral statute governing the treatment of
income trusts for Medicaid eligibility purposes domgot require reimbursement until the trust
terminates and that this provision is more restedhan federal law allows. This assertion wdngd
incorrect. Federal law requires establishmenhodine Trusts but delegates to States the authority
to define limits of such Trusts to reflect a Statability to fund long term care of people withhhig
incomes. State restrictions on Income Trusts wipteld by the 10 Circuit Court of Appeals in
Keith v. Rizzuto.

Disability Trusts

A Disability Trust is a trust that is establishgdbldisabled individual under the age of 65 to hiodl
personal assets of the disabled individual in otdegecure eligibility for Medicaid long term care
coverage. The assets in a Disability Trust areidered exempt for Medicaid eligibility purposes and
may be used to provide for the disabled individkialipplemental needs that are not covered by
Medicaid. Once the individual is no longer eligilibr Medicaid, any funds remaining in the trust
must be used to reimburse Medicaid up to the stadunt of medical assistance provided to the
individual. If Disability Trusts’ assets are noanaged or spent appropriately, such funds may be
exhausted inappropriately and prevent the Depattirem collecting any reimbursement for care
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provided to a client with significant personal mgaiihe proposed legislation is not designed t, an
would not, guarantee that the Department can recdd@% of Medicaid expenses for every client
with a Disability Trust, but could improve recowesiand reduce current incentives for individuals
with significant personal wealth to shield that lileao the Medicaid program will cover the cost of
their long term care.

The Department looks forward to working with thembiers of the Joint Budget Committee to

identify improvements to Disability Trusts. Ourajds to provide young disabled Medicaid clients

some flexibility to personally hold assets combiméth reasonable monitoring of those assets to
avoid fraud.

Please note nothing in the proposed changes woualifdhit a third party from creating and funding a
trust for the benefit of a Medicaid client. Rathéne changes would clarify standards for
expenditures from a Disability Trust on behalf dfladicaid client, and could limit the enrollment of
some disabled individuals into Medicaid if they @awubstantial personal assets that could cover the
costs of their long term care.

Summary of Proposed Major Changes

1) Consider limiting the source of funding of didigbtrusts to personal injury settlements or
retroactive Supplemental Security Income payme&assider capping the amount of money
that can be deposited into a Disability Trust. itiolials with assets above the cap would
likely fail to meet financial eligibility requirenms.

2) Require a Disability Trust’s trustee to submifpeending plan to the Department describing
how the trust fund will be administered and disbdrfor review and approval. Require a
trustee to report modifications to the spending)@ad give advance notice of material
modifications for Department review and approvagRire trustees to report any additional
deposits made into the trust or material unplamgeenditures within ten days.

3) Clarify what distributions are permissible fr@rsability Trusts.

Currently, there are no restrictions on the soofdends that may be used to fund a Disability T,rus
and the Department has had cases of individualswdhwdd otherwise be ineligible for Medicaid
based on excess resources funding trusts withitahees, gifts, home sale proceeds, and other
significant personal assets. Capping the amoufinols that can be deposited into a disability trust
will limit their use as an asset protection vehimjendividuals who have sufficient resources tg pa
for their care.

Specifying what distributions are permissible frdisability trusts, requiring trustees to submit a
spending plan of how the trust will be administemed disbursed, and requiring the trustee to peovid
advance notice of material modifications to thensiigg plan may help prevent some inappropriate
expenditures before they occur. There are curr@atlglear statutory provisions governing what
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expenditures are or are not appropriate for threises;, and the Department has observed many cases
where Trust funds were used for items and sertiesvere not for the sole benefit of the disabled
individual, such as the costs of a party, or arhnavel for four people other than the Trust
beneficiary. The Department has also identifieccpeexamples of questionable spending of trust
assets to pay family members for care giving orgamon services.

Without limitations on the funding source, amoumd ase of Trust assets, Trusts may be established
for individuals who are not truly needy, or the edissmay be exhausted prior to the client’s
termination of Colorado Medicaid eligibility. Caaguently, the Department may be caring for
individuals who have sufficient personal resourcepay for needed care and has been unable to
recover the full amount of reimbursement requiredeau the statute.

Fiscal Impact

The Department does not have the authority reqiregistematically track the scope or amounts of
inappropriate or questionable disbursements frosaliiity Trusts, so it is not possible to quantify
the fiscal impact of the reporting provisions. Pineposed changes should help reduce the instances
of inappropriate or questionable spending whicHatoesult in increased recoveries from these trusts
The scope of financial limitations on Disabilityusts will drive the fiscal impact. The Department
has articulated one scenario, and its potent@lifimpact in its answer to question 20a.

Risk of Controversy

The provisions limiting funding sources for DisapilTrusts may be controversial. Funding for
Disability Trusts was previously limited to persbingury settlements and retroactive Supplemental
Security Income payments, but those limitationsawemoved by HB 00-1375 in 2001. Opponents
may again argue that the federal statutes whickmahe treatment of Disability Trusts for Medicaid
eligibility do not impose any caps or restrictimmsthe source of funds that may be used to fund the
trusts.

Pooled Trusts

A Pooled Trust is a trust that is established digabled individual of any age that is managed by a
non-profit association that pools an individualiads with funds from other disabled individuals for
investment and management purposes. The assetPawoled Trust are considered exempt for
Medicaid eligibility purposes and are used to pievor the disabled individual's supplemental needs
that are not covered by Medicaid. The motivatmmHooled Trusts was to allow clients to pool their
trust resources and reduce administrative fees.

Unlike Disability Trusts, once the individual is lomger eligible for Medicaid; any funds remaining
the trust may be retained by the Pooled Trustsatption. There is likely to be no reimbursement
available to the Medicaid program.
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Summary of Proposed Major Changes

1) Consider limiting the source of funding of pableusts to personal injury settlements or
retroactive Supplemental Security Income paymeénssider capping the amount that can
be deposited into a Pooled Trust. Individuals \a#kets above the cap would likely fail to
meet financial eligibility requirements.

2) Require a Pooled Trust’s trustee to submit adipg plan to the Department describing how
the trust fund will be administered and disburseddview and approval. Require a trustee to
report modifications to the spending plan and gisreance notice of material modifications
for Department review and approval. Require trusteeeport any additional deposits made
into the trust or material unplanned expenditurgkimvten days.

3) Clarify what distributions are permissible frétonoled Trusts.

4) Limit formation of Pooled Trusts to individualsxder the age of 65 to track federal
requirements for Disability Trusts.

5) Specify that the Department is entitled to reinsement from the client’'s Pooled Trust
account when the Medicaid client is no longer elegi

Currently, the Department does not receive anyhlaisement from a Pooled Trust when an
individual becomes ineligible for Medicaid. The dsthat remain in an individual's Pooled Trust
account are retained by the Pooled Trust organizaRequiring Pooled Trusts to reimburse the
Medicaid program from the client’s account when ¢hent is no longer eligible for Medicaid will
help to offset some of the State’s cost in progdiare to these clients.

Fiscal Impact

Identification of the fiscal impact of this prowsi is difficult, but the Department does have some
data available regarding the assets of Pooled §;raetl claims history for clients whose Medicaid
eligibility was secured through the creation oftstraists. The Department has records of 238 pooled
trusts being established through October 31, ZDR& actual number established during this period is
certainly higher. During the seven year period leetwNovember 1, 2000 and October 31, 2007, the
Department paid a total of at least $47.4 millioiMiedicaid claims for the individuals whose assets
funded these trusts. The actual amount is higlsethe Department does not have complete paid
claims data for all pooled trusts. These 238 tres&snpted a total of at least $6.7 million in asset
The actual total is higher because the Departmees dot have funding amount data for several
trusts. In addition, some trusts may have had sufes¢ additions that were never reported.

The Department does not have the authority reqtiréhck the scope or amounts of inappropriate
or questionable disbursements from pooled trusts,jsnot possible to quantify the fiscal impatt
the reporting provisions.

Risk of Controversy
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The provisions limiting the source or amount of Rddr'rusts may be controversial. Like Disability
Trusts, funding for Pooled Trusts was previoushitéd to personal injury settlements and retroactiv
Supplemental Security Income payments, but thosieations were removed by HB 00-1375 in
2001. The provision limiting pooled trusts to widuals under 65 and requiring reimbursement to the
Medicaid program when a Pooled Trust client is owger eligible for Medicaid may also be
controversial. Opponents may argue that the fedeatites which govern the treatment of pooled
trusts for Medicaid eligibility purposes do not iog@ any caps on funding amounts, restrictions on
funding sources, age limitations, or reimbursemeqtirements. Finally, the requirement that Pooled
Trust assets be used to repay Medicaid may be di@egatively by trust administrators or other
beneficiaries of Pooled Trusts.

20a. For the discussion in question 20 above, pledsring specific examples (court cases or
situations that the Department is aware of) of whathe change in legislation would
prevent in the future.

RESPONSE:
The proposed trust legislation would likely haveyanted the following situations:

1) A client with an Income Trust has been eligibleMedicaid Home and Community Based
Services for nearly five years. All gross incomened by the client in excess of the patient
allowance was to accumulate in the Trust. The goles discovered that the Income Trust
has not been funded by the client or the trustBleere are no funds in the trust account.
Consequently, the client was not eligible for Madticservices for this period. The county will
issue a Notice of Proposed Action to the clientnteating Medicaid elibigility. Medicaid
has paid more than $220,000, an average of $3&0®@nth, in medical assistance benefits
for this client. If the Trust agreement had bed¥eed, a total of $52,783 should have
accumulated in the trust account, and the cliezliggbility would be preserved.

2) In one instance, a disabled adult receives atmyoannuity payment of approximately
$18,000 per month. Annuity payments are to goisalflity Trusts. Each month, the full
amount of the annuity payment is disbursed to aghosalth care company that is owned and
controlled by the disabled client’s sibling. Fumdthe disability trust were used to purchase
a home valued at $1.2 million for the benefit af thisabled child. Title to that home was
later transferred from the trust to the siblingéene.

3) A family member paid herself more than $52,00@me year from a Disability Trust for
“supplemental care/support” provided to an indigdn a nursing home.

The Department has reviewed the Disability Trusadee have available to provide an example of
the potential impact of legislative change. Fscdssion purposes, we have assumed an asset limit o
$50,000, but seek the Committee’s input for thatraggset limitation amount.

The Department has records of 247 disability trastablished by Medicaid clients that were funded
with more than $50,000. These 247 trusts exemptéshst $77.9 million in assets, representing
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91.43% of the total known value of assets exempyatisability trusts. The Department paid more
than $46.3 million in Medicaid claims for these 2ddividuals over the seven year period from July
1, 2000 through June 30, 2007. This representsA33.4f the total Medicaid paid claims for
individuals with disability trusts.

If changes to Disability Trusts had been in plalsese 247 individuals would have been expected to
use their $77.9 million in assets to pay for thst@d their own care before they could be eligible
Medicaid. Since July 1, 2001, the Department hesvered a total of $3.2 million from disability
trusts. The Department has opened a total of 18@vesy cases and collected on 63 of them
(45.99%).

If the proposed legislation had been in place duttiis time, it would have defined how trust funds

can be used, required supervision of paymentsdompanion services, and would have required
trustees to submit spending plans to the Departfoentview. Such additional oversight could have
helped reduce the frequency and extent of inapat@por questionable spending. This could have
protected Disability Trust assets and improvedRepartment’s rate of recovery after a client’s

eligibility for Medicaid has ended.

21. Please explain the Department's proposed lstition for estate recovery? Please
explain the Department's estimated fist impact of the proposed legislation and any
controversy that would associated witthe proposal.

RESPONSE:

The Colorado Medical Assistance Estate Recovergriam, established in 1992, requires the State
of Colorado to recover Medicaid expenditures paidehalf of Medicaid clients, after the death of
that client, or the death of the client’s spouSeate law requires the client’s assets remainiteg af
death to be used to repay the Department for thieafdhe client’s medical assistance. The estate
recovery program was established to allow cliemt®tain some assets while living, and enables the
client to share in the cost of care without impesleng the client or spouse during their lifetimes.

The department estimates that the combined imdatieovarious components of this legislation
could be in excess of $1 million in costs recoverddowever, the department would need to
complete a more thorough analysis such as thenah&buld be completed for a fiscal note in order
to provide a more accurate figure.

The proposed legislation addresses several diffeaspects of the Medical Assistance Estate
Recovery Program:

1. Specifies that the Department is a “known credifor’estate recovery purposes.

If personal representatives and attorneys do mat aéNotice to Creditors to the Medicaid Agency
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giving the creditor deadline, then Medicaid claams not barred by notice deadline and are subject t
the one year deadline.

2. Specifies that capitation payments made on behiledicaid recipients are considered medical
assistance and are recoverable.

This proposed addition would provide added suppmithe Centers for Medicare and Medicaid
Services’ and the Colorado Attorney General's jmsion this topic. This question is asked by
attorneys frequently.

3. Clarifies that the printout of the medical claimgicpby Medicaid on behalf of the Medicaid
recipient are prima facie evidence that servica®weid for by Medicaid.

The provision would clarify that the Medicaid meadipaid claims data is satisfactory evidence fer th
State Medicaid Agency to prove that services werglered; the debt was incurred and correctly
paid. This would provide that the burden of praobn the party questioning or objecting to
Medicaid claims data to prove that services wetg@ravided, not correctly paid, or the debt was not
incurred, and provide that their standard of pisaiear and convincing evidence.

4. Clarifies that Medicaid claims arise before deathdre recoverable upon death.

The claim arising before death provision should/en¢ a personal representative from successfully
claiming that the four month limitation for filinglaims arising on or after death do not apply to
recoveries.

5. Clarifies personal representatives’ notice respditiss.

This provision requires the personal representabiggve notice to the Department of the opening of
an estate. This will help ensure the Departmentareness of estates and provide for the ability to
timely file claims.

Provisions 1 through 5 above are estimated to haveaterial fiscal impact. These provisions would
increase efficiency, decrease legal expenses, aydbm decisive in a few cases, but are more
technical clarifications to improve the Departmen#gal standing than policy initiatives.

6. Allow the Department to foreclose on Tax Equity &igtal Responsibility Act 1982 liens after
the death of a Medicaid recipient.

Currently Medicaid TEFRA liens are not foreclosabdeaning if an estate is not opened the lien can
remain sitting against the real property indefigite would be beneficial to foreclose on lienseaf
the death of the Medicaid client as long as thewvexy criteria are met.

No estimated fiscal impact.
7. Allows for the Department, through the county humarvice departments, to file for recordation
of a request for notice of transfer or encumbrarfaeal property of a Medicaid recipient.
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With this addition Medicaid, through the countesuld be notified when a living/deceased client's
real property is being transferred or encumberedh®otification would be helpful in identifying
circumstances where a living client's intereseml property is being diminished which could affect
client’s eligibility and/or help identify situatisnwhere a client may have been financially expidie
someone using a power of attorney.

It is estimated that between 1-20 improper trassfeith an estimated average property transfer
value of up to $50,000 in assets, could be eliramhatith this provision. The post eligibility trdes

of assets is a Medicaid eligibility issue that eiffea client’s continued eligibility that often goe
undetected, resulting in the overpayment of benbétause of ineligibility and the loss of ability
make a recovery from the estate.

8. Adopts the expanded definition of estate for thieeptal recovery of assets that are not part of
the Medicaid client’s probated estate.

Provides that Medicaid estate recovery may pursseta included in expanded definition of estate
such as property held in joint tenancy, life esfatgperty, living trust, etc.

The expanded definition of estate could curtailaertypes of estate planning involving the transfe
of the client’s properties. Additional recoverieay be available by avoiding certain transfers and
recovering directly from the expanded definitioraegets. This provision would not harm a spouse
or child’s right to remain in the property follovgrihe death of a Client.

The legislation would provide that Medicaid esta&tevery may pursue assets included in expanded
definition of estate such as property held in jd@rtancy, life estate property, living trust, eto.
2006, 102 separate estate recovery claims weresgestnfor either a jointly owned exemption or a
sibling living in the home exemption. It is esti@ad that up to 50% of these exempted estate
recovery cases could result in an average of $02)@0 exempted estate. The $12,000 average is
based on 50% client ownership with the averagdeestaovery claim being $24,000.

9. Allows for the recovery of assets owned by the Maidi client at the time of death after the death
of the surviving spouse or child living in the heus

Under current Colorado estate recovery provisi@tvery is permanently waived if, at the time of
death, there is a surviving spouse, child undeo23, disabled child. The provision would provide
that recovery could occur upon the death of theigng spouse, or at such time as there no losger i
a minor or disabled child living in the house.

Estimated fiscal impact -- In 2006, 204 separataétesecovery claims were dismissed for a spousal
exemption. It is estimated that up to 50% of theesempted estate recovery cases could result in
approximately $10,000 recovered per exempted estate

10. Allows for after death liens.
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Federal Medicaid law allows for post-death lienkicl prevents the estate from being settled and the
property distributed to the recipient’s heirs befail claims against it, including Medicaid’s estat
recovery claims, are satisfied. Post death li@ngdcsecure the property, so recovery can be made
rather than a transfer outside of probate. If tiere® expanded definition, then the liens could be
placed and foreclosed which would be included éngroposed foreclosable lien provision .

11. Provides the ability to better pursue non-reapprty estates, excess burial funds, and Unclaimed
Funds accounts.

This provision would allow for the recovery of assthat are often too low in dollar amount to go
through probate; however, these assets could agdhgtantially.

Estimated fiscal impact difficult to quantify on annual basis.

Potential Controversy

The proposed Estate Recovery legislation will @satme controversy. The principle opponents will
probably include Estate Planners, Elder Law attggnand possibly Probate attorneys.

The most controversial changes are expected thdse tpertaining to the expanded definition of
estate (items #8 and #9).

2la. Forthe discussion in question 21 above, pledsring specific examples (situations that
the Department is aware of) where thegposed language would help the Department
recover additional funds in the future.

RESPONSE:

Case #1

The sister of a Medicaid client called to repoe tteath of the client. The client was eligible for
medical assistance for approximately six yearghérast five years, Medicaid paid a total of 434,

in medical benefits on behalf of the client.

The client’s sister had a Power of Attorney (PO#) the client. In October 2002, the sister
transferred the property to herself and anothdingib This transfer of the client’s asset was meve
reported to the county. Due to the transfer ofdlent’s property the client would have been
ineligible for Medicaid benefits. Because of tremnisfer of the property there is no probate estate
which to file an Estate Recovery claim.

Case #2

A family member of a Medicaid client contacted Bepartment to report the death of the client and
the transfer of the client’s property. Medicaiddmatotal of $21,821 in medical benefits on bebflf
the client.

The family member reported that the client’s dasghtansferred the property shortly prior to the
death of the Medicaid client. This family membekrrowledged that the family and specifically the
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client’s daughter were aware of the Medical AssistaEstate Recovery Program. This transfer of
the client’s asset was never reported to the couDtye to the transfer of the client’s property the
client would have been ineligible for Medicaid bfiise Because of the transfer of the propertyeher
is no probate estate on which to file an EstateoReny claim.

Case #3

The Department received a letter from an attoregyasenting a Medicaid client’s heir. He was
making an inquiry about the distribution of theenfi's assets. The client was eligible for medical
assistance for more than one year. Medicaid ptitehof $69,724 in medical benefits on behalf of
the client.

The Medicaid client’s property was sold about 1zthe prior to receiving Medicaid eligibility. This
sale and the resources from the sale were nottezpto the county at the time of application for
medical assistance. The proceeds from the sale giwgza to a daughter who held them for her
mother. These are the assets in the client’seestaith are now to be distributed. These remaining
funds in the estate are in excess of $80,000.

The attorney stated that the client died just @wggar prior to his correspondence. He said baat t
client’s Will has not yet been submitted to probatd that no probate has been opened. He wanted
assurance that there would be no issues with regpélee family member he represents accepting
distribution from the estate.

This client was not eligible for medical assistadoe to excess resources. No probate was opened
within a year after the death of the client. Neets were made available to file an Estate Recovery
claim.

Case #4
County contacted the Department/contractor to tefperdeath of the client and the transfer of the
client’s property. Medicaid paid a total of $12245n medical benefits on behalf of the client.

The client’s property was transferred by quit cldeed into joint tenancy with the client’s son dgri
the period of Medicaid eligibility. While still oMedicaid, the remaining joint interest held by the
client in the property was transferred to the tl®eson. These transfers of the client’s asseewer
never reported to the county. Due to the trarwdféne client’s property the client would have been
ineligible for Medicaid benefits. Because of tremnsfer of the property there is no probate estate
which to file an Estate Recovery claim.

22. Please explain the Department's proposed legitibn for third party recoveries? Please
explain the Department's estimated fiscal impact ofthe proposed legislation and any
controversy that would associated with the proposal
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RESPONSE:

The proposed legislation addresses two aspedigdfiarty recovery. First, it codifies the priplei
that Medicaid is the payor of last resort as rexlibby federal law. This addition to statue would
clarify the intent of the General Assembly and tdguirements of Coloradans to contribute to the
cost of their care. Second, the legislation ceslifhe requirements for third party recoveriesiaet

in the Deficit Reduction Act of 2005.

Section 6035 of the Deficit Reduction Act of 20@gjuires a state to provide assurances to the
Centers for Medicare and Medicaid Services thiaadt laws in effect for third party data matching
and recoveries as required in the Act. The assasagre provided to the Centers for Medicare and
Medicaid Services through a state plan amendment.

The Department’s proposed legislation closely fefiahe language of Section 6035, which modifies
42 U.S.C. 1396a(a)(25) — (1) to expand the dedmitf providers required to share information with
state Medicaid programs, (2) to tighten requiresé@nt providers to share information, (3) to add a
new requirement that providers accept claims suédity Medicaid within three years of the date of
medical service, and (4) to give Medicaid prograimg/ears to adjudicate a claim.

Colorado must enact these provisions to providergeessary assurances to the Centers for
Medicare and Medicaid Services that the state nibet®quirements for Section 6035 of the Deficit
Reduction Act of 2005.

Most insurers operating in Colorado already comgptiz the requirements of Section 6035. There
are, however, one or two insurers who are not impgliance with these requirements. Passing this
legislation will help bring those insurers into qai@ance. The fiscal impact will likely result ingngs

to the state through a reduction of Medicaid expianes for individuals with private insuranceislt
difficult to determine the fullimpact of this sagss until the Department establishes some treods fr
the non-complying insurers. The savings are lik@lye insignificant since most insurers are alyead
complying.

Secondary fiscal impact risk attaches if third pagtovery legislation is not passed. Insureesdly
complying with the federal law may discontinue pding information to the Department. This
would be especially true for those providers whaeirtbe new definition of provider under the
proposed legislation but claim they did not meetdkfinition of provider prior to Section 6035 of
the Deficit Reduction Act of 2005.

The Centers for Medicare and Medicaid Services,dReylll, also sent the Department a letter
clarifying that state recovery requirements ar@mdgion of participation in the federal Medicaid

program:

“Section 1902(a)(25)(l) does not directly manddtat thealth insurers provide State with the
necessary information. Rather, Section 1902(af(€b)directs States as a condition of receiving
federal financial participation to have laws ireeffthat in turn, require health insurers doingriess

in their State to provide the State with the reitpiimformation.”
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The current contribution by the federal governmier@olorado’s Medicaid program is approximately
$1.7 bilion (approximately 50% of total costs).

From 2001 when the original data matching statués wassed into law, the Department has
recovered $44,879,731 through June 30, 2007 (ergWdedicare recoveries). Additionally, once a
match has been made, the Department enters tlg#riy insurance information into its system and
cost-avoids future claims on those individualsnc8iFY 02-03, the Department has cost avoided
over $40,000,000 (excluding Medicare cost avoidanés discussed above, passage of this law is
anticipated to bring only a few insurers into thimgram and is unlikely to create significant
additional recoveries.

Potential Controversy

Insurers may argue against sending their eligifilés to the Department or its vendor because the
files contain protected health information. Thiguanent is unfounded. Both the Department and the
insurers are covered entities under the Healtlrémae Portability and Accountability Act (HIPAA).
As covered entities, the insurers are authoriaetisclose protected health information to another
covered entity, such as the Department, to carryreatment, payment, or health care operations
(45 C.F.R. 164.506(c)). Additionally, a coveredityns authorized to allow a business associate to
receive protected health information on the covemtity’s behalf, as long as a business associate
agreement is in place (45 C.F.R. 164.502(e)(1)he Department has an appropriate business
associate agreement with its third party vendoccvhequires it to safeguard all protected health
information as defined and required by HIPAA.

| 10:30 to 10:40 Break |

| 10:40 to 11:00 Provider Rate Increase Issues |

23.  What obstacles exist to implementing a physiaiafee schedule that is based on the
Medicare Resource-Based Relative Value Scale systan a cost-neutral manner (i.e. all
Medicaid rates would remain at the same percentage Medicare rates as they are now
but we would use the Medicare methodology to set ¢hrate and then use a
multiplication factor (i.e. 23 percent, 85 percentgetc. of the Medicare rate) to ensure
budget neutrality). This question is attempting taunderstand the obstacles involved in
establishing a more rationale, albeit inadequate ate methodology in order to address
the Task Force's observation that "the current feeschedule does not have a rational
basis and Medicaid should consider RVU alternativeéqColorado Provider Rate Task
Force, Medicaid Physician and Other Practitioners Rimbursement Analysis, page 12).

RESPONSE:

The Department is very interested in developingrey lterm, rational, and fair approach to rate
setting for providers to create stability and peeahility. Based on discussions with the Colorado
Provider Rate Task Force, there is not a generaleagent that moving to the RBRVS system
accomplishes that goal. It is an unrealistic etqtean that a rational and fair approach can be
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achieved while maintaining budget neutrality. Réggermination should not be done in isolation; it
should be part of an overall effort to improve heahre quality and outcomes.

Until there is consensus between the Administratéemeral Assembly and providers on a long term
solution, the Department’s efforts will continuefo@us on improving client access to care through
targeted rate increases and correcting paymerdariisg where they exist.

24.  While the study indicated that Arizona, IdahoNebraska, and Wyoming have rates that
are a higher percentage of the Medicare rate (somates exceeding them) than are the
Colorado rates, how does Colorado's per capita casfor acute care services per aid
group (i.e. children, pregnant women, etc.) comparto these states?

RESPONSE:

The Department strongly urges caution when comgarer capita costs between states, and the
value of the comparison may be limited. The Deaparitt contacted the Medicaid programs in each of
Arizona, Idaho, Nebraska, and Wyoming. Howevely iaho and Nebraska were able to provide
information in time for inclusion in this respons&xpenditure, caseload, and per capita cost are
provided in the table below.

There a number of factors which make such compasisoperfect. For example:

* Idaho was unable provide average monthly caselyadidcocategory; the Department used
information provided by the Centers for Medicaral dviedicaid services to perform the
comparison.

* Nebraska caseload and expenditures for its ‘Childpepulation incorporate both pregnant
women who would appear in the Colorado Baby Cargltdadategory and foster care children
who would appear in the Department’s Foster Capailadion.

* The most recent expenditure and caseload informal&braska could provide was from FY 05-
06.

* Neither state has a separate population for Didakdilts 60 to 64. Rather, both states have a
single combined ‘Disabled’ population.

For clarity in comparison with the Department’s Bat] the Department has used its own titles for
aid categories. Because of differences in theotlagr states aggregate caseload, the Department has
attempted to select the most comparable populatiiopsovide an accurate comparison. However,
some of the differences shown are likely due tteiihces in covered populations. There are also
benefit package and provider network differenceghvare inherently included in this comparison.

Further, it must be noted that all figures presgrie in total funds, and that both Nebraska and
Idaho receive an enhanced federal financial ppdimn rate. Idaho’s federal financial participati
rate is 69.87%, and Nebraska receives a 58.02%alda@ncial participation rate.
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i i Adults 65 and Disahled Low Income Bahy Care . .
Per Capita Comparison Older Individuals Adults Program - Adults Eligible Children
Colorado
FY 05-06
Acute Care Expenditure]  £119,353.133 F440,659,063 194,256 328 £39,291 428 F349 142777
Caseload 36,219 53,613 57,754 5,050 229911
Per Capita $3,295.32 $8,219.26 $3,363.51 $7,780.48 $1,518.60
FY 0607
Acute Care Expenditure 83,069,760 F426,384 710 §205,337 996 F47,585 089 F376 439 368
Caseload 35,977 54,609 56,335 5,123 222711
Per Capita $2,308.97 $7,807.96 $3,644.95 $9,288.52 $1,689.80
Nehraska (FY 05-06)
Acute Care Expenditure|  $84 682 908 F316,699 448 $101,306,003 F390 285415
Caseload 18,370 29,632 23,556 A 129,062
Per Capita $4,609.85 $10,669.75 $4,300.65 $3,024.01
Percent Difference from Colorado 39.39% 29.31% 27.36% 99.13%
Idaho (FY 06-07)
Acute Care Expenditure|  $10,338,1350 F15% 415,800 F40,235 221 B0z 602,615 F114,6%4,201
Caseload 9,993 28,011 14,302 5,682 123,877
Per Capita $1,034.54 $5,691.19 $2.813.06 $18,054.30 $92587
Percent Difference fom Colorade -55.19% -27.11% -12.82% 94.37% -45.21%

Dizabled Indimduals mncludes the Department's Dizabled Adultz 60 to 64 and Dizabled Indrnduals to 59 aid categories.
Low Income Adults includes the Department's Categotically Eligible Low Income Adults and Ezpansion Adults populations.
Mebraska fimures include Baby Care Program - Adults in its Eligible Children population.

25.  What is the cost to implement the Task Force'sscommendations to move durable
medical equipment and drugs that are not self-admiistered based on the Medicare fee
schedule?

RESPONSE:

The cost to implement rates for durable medicalpnent based on the Medicare fee schedule as
recommended by the Provider Rates Task Force wamulth increase of $13,851,966 total funds.
This estimate was calculated by comparing Medipaignents for durable medical equipment in FY
06-07 to the 2007 Medicare fee schedule for dunaleldical equipment. The estimates assume no
change in utilization.

The cost to implement rates for drugs that aresetitadministered based on the Medicare fee as
recommended by the Provider Rates Task Force wmmulgh increase of $1,855,350 total funds.
This estimate was calculated by comparing Mediga@agments for drugs that are not self-
administered in FY 06-07 to the 2007 Medicare tdeedule for drugs that are not self-administered.
The estimate assumes no change in utilization.

The total cost to implement rates for both durabéslical equipment and drugs that are not self-

administered based on the Medicare fee schedul&elan increase of $15,707,316 total funds.

26.  What is the cost to make sure that no acute aaiprovider rate (including in-patient
hospitals) fall lower than that the current percentthe Medicare rate for the same
service for FY 2008-09?
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RESPONSE:
The response to this question is separated intoseetions since acute care provider rates and
inpatient hospital rates are calculated using rdiffe methodologies.

It would cost approximately $485,830 to ensure thatacute care provider codes for which both
Medicare and Colorado Medicaid pay do not fall lowean the FY 06-07 percent of Medicare for
the same service in FY 08-09.

Based on the Department’s calculation of the eséichAudget neutrality expenditure threshold for
FY 08-09, an additional 0.5%, or approximately $Indllion, would be needed to maintain Colorado
hospitals at 91.3% of the Medicare rate for theOBYO9 Medicaid inpatient hospital rate.

Detail and assumption on the Department’s calanatcan be found in Attachment 3.

27.  Would it be possible to include a special "irentive payment or grant program" for
any acute care provider whose practice exceeded neothan 30, 40, 50, 60 percent
Medicaid (similar to what we do for Children's Hosptal in the Indigent Care division) -

- i.e. a high volume Medicaid practice adjustmentd reimbursement rates?

RESPONSE:

The Department believes this program would be plessbut would require approval from the
Centers for Medicare and Medicaid Services, an@jrfisant budget action. The Department
believes such a program should only be considesgxhe of any overall rate reform.

28. Please provide an update on the implementatian S.B. 07-130.

RESPONSE:

The Department is working collaboratively with t@elorado Department of Public Health and
Environment to define a “medical home” by settitanslards. The standards for SB 07-130 will not
be used to measure the quality of care a cliegives. Rather, the SB 07-211 performance measure
advisory group will make recommendations to theddgpent for clinical performance measures for
specified clinical activities.

The Department in collaboration with the ColoradepBrtment Public Health and Environment’s
Colorado Medical Home Initiative Advisory Board Hasused on implications for the Initiative and
Advisory Board as a result of the passage of SE3¥- Over 40 people representing various
agencies, families, hospitals, providers, heal#mgl organizations and policy-makers have been
meeting monthly to assist in the implementatioBBf07-130. Additionally, the existing Task Forces
were modified to better align their activities wits 07-130. The highlights and implementation
timeframes related to SB 07-130 are as follows:

The Evaluation Task Force is developing and impiging the standards for the medical home.
These standards will be used to “verifiably ensumeitical homes. Draft standards are currently
under review and will be included in a report todedivered to the Colorado General Assembly in

33
Department of Health Care Policy and Financing December 13, 2007, Joint Budget Committee Hearing



January of 2008.

The Provider Task Force is formulating a plan ow hest to provide information and resources to
providers and assist in the implementation of tedioal home concepts into primary care practices.

The Department is also meeting with the appropegstems and data business analysts to finalize
plans to modify the Medicaid Management Informatiystem to flag those providers that meet the
medical home standards in an effort to measureuh@er of children enrolled in both Medicaid and
the Children’s Basic Health Plan that have medioahes.

29. If Medicaid rates for the Prenatal Plus programactually covered the cost of the
program, would additional women be able to be sernek using funding from the
Maternal Block Grant or local funds? If more womenwere served under this program,
would the state anticipate greater savings in the Edicaid program?

RESPONSE:

The Colorado Department of Public Health and Emviment is the recipient of the federal Maternal
and Child Health block grant. The Department dexdave discretion over how the Maternal and
Child Health block grant money is disbursed. Hoerethe Colorado Department of Public Health
and Environment has informed the Department tliapraing to a recent cost analysis, on average
the Prenatal Plus provider reimbursement ratesrcovg 45% of provider costs. The Colorado
Department of Public Health and Environment distils Maternal and Child Health block grant
funds to providers to supplement the Medicaid reirsbment. The Department has requested
$500,000 in total funds for rate increases to capgroximately 69% of provider costs (November
1, 2007 FY 08-09 Budget Request, DI-6 “ProvidereRatreases”).

If Medicaid reimbursement rates for Prenatal Pluganclosely matched providers’ costs, the
Department assumes that the Colorado DepartmeRulaic Health and Environment would no
longer have a need to supplement Medicaid reimmeseand could potentially utilize the Maternal
and Child Health block grant funds to serve adddlonvomen in Prenatal Plus or other health
programs administered by the Colorado DepartmeRubfic Health and Environment.

If Medicaid rates for this program more closely chetd the providers’ actual costs, it is likely that
Prenatal Plus provider retention and provider émesit would increase. A broader network of
Prenatal Plus providers would allow Medicaid ckegteater access to the service. The Colorado
Department of Public Health and Environment reporits 2006 Prenatal Plus annual report that
limited reimbursement is a barrier to increasirgritbmber of providers for Prenatal Plus and is most
often the reason agencies choose to discontinuieesgr Two agencies terminated participation in
2006 due to a lack of financial resources and lowgmam enroliment.

The Department agrees that by raising providerbeisement rates for Prenatal Plus, the resultant
increase in provider participation and client asagsuld lead to better birth outcomes and healthier
babies, thereby generating a greater cost savinigetlicaid.
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30.  When the substance abuse outpatient benefit wamstially added, it was assumed that
there would be some offsetting savings in the Medit Services Premiums line item.
Does the Department anticipate that higher rates aha correspond forecasted increase
in utilization, will result in savings elsewhere inthe Medical Services Premiums line
item? If so ho much savings does the Department acipate?

RESPONSE:

The Department continues to believe that the oigiplegubstance abuse treatment benefit will result
in savings in the Medical Services Premiums. Tapddtment has requested $750,000 in total funds
for rate increases and utilization growth as alte$more providers anticipated to participatéha
substance abuse outpatient program (November Z,20@8-09 Budget Request, DI-6 “Provider
Rate Increases”). The Department does not antictpat an increase in rates and the corresponding
increase in utilization will affect the cost sa\snger client. However, the Department does aateip
that more widespread use of the benefit and ineckascess will result in greater overall savings to
the Department. By increasing access, the Depattbadieves that more clients will benefit from
substance abuse treatment services, reducing #te abmore serious substance abuse related
illnesses that may develop in the future. Thesaat savings to the Department of providing the
outpatient substance abuse treatment benefitcheglsled to be assessed by the State Auditor’s
Office on or before January 1, 2011 through a syatie evaluation of the program.

30a. How much would it cost to assure that Home an@ommunity-Based Services rates
remain at 90 percent of Medicare for FY 2008-09? Wy wasn't HCBS services
included in the Department’s rate plan for FY 200809? Will the increase in minimum
wage impact the ability of agencies to hire and rain the non-skilled employees
providing HCBS services?

RESPONSE:

The Department focused its provider rate increageaest for FY 08-09 to those areas of greatest
need, targeting providers or procedures that wgn#isantly below 90% of Medicare. As noted in
the JBC staff briefing home care services, inclgditome and Community Based (HCBS) services
and skilled home care services, received rateasein FY 05-06 and FY 06-07 to approximately
90% of Medicare rates. An additional common polete increase of 1.5% was appropriated and
implemented for FY 07-08. Estimating the fiscgbant of maintaining home care services rates at
90% of Medicare requires analysis and a followegponse, which the Department will provide by
January 18, 2008. It should be noted that compatis Medicare rates is not precise as Medicare’s
reimbursement methodology for skilled home caum@er a prospective payment system (PPS) and
Medicare does not cover unskilled home care sevice

The Department does not have any data to supjgoricern that the increase in minimum wage will
directly impact the ability of agencies to hire arthin the non-skilled employees providing HCBS
services. Anecdotally the Department has beermm@d by the provider community that agencies are
paying more than minimum wage to compete with ogéimaployment options for unskilled workers.
The current reimbursement rate for HCBS unskillecedés $14.28/hour, slightly more than double
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the minimum wage.

11:00 a.m. to 12:00 noon Other Cost Driving Issues

31. Please give the Committee an update on the ireptentation of H.B. 07-1346 and
attracting new managed care providers to the Stat®edicaid program?

RESPONSE:

HB 07-1346 had five components relevant to Mediozathaged care program. The legislation: (1)
authorized the Department to “enter into prepgmhient health plan agreements”; (2) raised the
fiscal cap on the maximum amount that could be fma@ managed care organization from 95% to
100% of the regular Medicaid fee-for-service co@srreated minimum solvency requirements; (4)
authorized a study of prepaid inpatient health plgmeements; and (5) authorized the insertion of a
quality incentive payment into a prepaid inpatiéealth plan agreements. The first and third
components did not require any implementation astiolhe second component, raising the fiscal
cap, was used last June to increase the rates@aid existing managed care provider, Denver
Health and Hospital Authority, and is likely to bsed again to set the rates paid to a probable new
managed care provider before the end of the fysa.

The fourth component, the study, is in the procem@nphase of soliciting vendors to bid on the
project. This will be accomplished by posting slkepe of work on the state’s bidding system. The
Department believes the study is on track for wiarlbegin in January 2008, with an expected
completion, and final report delivery, before timel @f the fiscal year.

The fifth component (prepaid inpatient health piacentive arrangements) requires formal rule
making. The Department has prepared a draft ameridméhe current quality improvement rule and
anticipates getting stakeholder input and presegiitio the February 2008 Medical Services Board
meeting for its initial reading. The draft ruleoposes quality measures based upon care processes,
care outcomes, client satisfaction, access to @dfegtiveness of care, operational efficiency,
operational effectiveness, and use of an electroadical records system. These proposed measures
would be flexible and could be customized basedhupe Department’s then-current priorities,
legislative directives, as well as the perceivedrgjths and weaknesses of the contracted prepaid
inpatient health plan.

3la. What issues, including current rate problemsjoes the Department believe still exists
for the ability to attract new managed care contrats to the Medicaid program? What
is the status of the H.B. 07-1346 study on ASO agmments?

RESPONSE:
Including current rate problems, the Departmentithastified four issues that it believes still éxis
and tend to inhibit the Department’s ability toratt new managed care contracts to the Medicaid
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program. These are: voluntary enrollment, the sbaity required use of fee-for-service data in rate
setting, the Centers for Medicare and Medicaid iSeswegulatory requirements, and the adaptability
of the Medicaid Management Information System.

Enrollment into Medicaid managed care plans is malty on the part of clients. Clients upon
becoming eligible for Medicaid are fee-for-servige may chose to remain so or choose to enrollin a
managed care plan. The vast majority of thesatsliehose to remain in fee-for-service Medicaid.
The voluntary nature of the Medicaid managed cewgram causes problems for health plans trying
to get enough covered lives to reach critical naasgrious stages of the plan’s development. The
first problem is encountered when the health ptaars the Medicaid program. Since enrollment is
voluntary, the Department cannot give the plarreecenumber of enrollments to “get them started”.
The health plan must acquire enroliments throdnghnbonthly client notification and enrollment
process. This process makes it difficult for tealth plan to manage the risk inherent in a cagaitat
risk arrangement from the onset of their contraft the health plan continues in the Medicaid
program the challenge of getting and maintainingugih covered lives to achieve critical mass and
adequately spread their risk is an ongoing issliee Department would be required to submit a
waiver to the Centers for Medicare and Medicaid/i8es to mandate managed care enrollment for
some populations.

The Department has attempted to mitigate the difies health plans have in achieving critical mass
by implementing an “opt-out” enroliment systeménrollment in Denver County. Enrollment on an
“opt-out” basis means that absent an objectiortherselection of a different managed care plan,
clients are enrolled into Denver Health’'s Medidalibice managed care program. Denver Health has
approximately 36,000 enrolled members; yet, neamlyequal number have chosen to opt-out of
Denver Health to stay in fee-for-service Medicaiéothat period.

The statutory mandate that the Department utiéiezefdr-service data in rate setting has implication
that may be inhibiting the expansion of managed.c&olorado statute requires that managed care
rates are based on Medicaid fee-for-service clairhswever, fee-for-service experience may not
adequately reflect the actual cost of providingrises to clients in a managed care setting. This
methodology creates a disincentive for managed @ay@nizations to participate in the Medicaid
program.

Further, if managed care were to grow large endogprovide services to most or all of the
Medicaid enrolled population, recent and reliabke-for-service data would no longer exist and the
Department would be unable to meet the requirenadrte statute. The Department believes that
policies and statutes that are consistent witing-lmn stable commitment to managed care, such as
allowing other data sources, would remove a batoienanaged care expansion.

The regulatory requirements of the CMS make sicanifi demands on the resources of contractors.
In addition to actual operational requirements, gliance, monitoring and reporting activities are
time and resource intensive and that demand onress creates additional administrative expenses.

37
Department of Health Care Policy and Financing December 13, 2007, Joint Budget Committee Hearing



The Department is working with existing and potantiontractors to identify ways in which
contracting, reporting and compliance monitoringpées can be made more efficient and effective
while reducing the demand on resources.

The Medicaid Management Information System washmased in 1996 and was designed to assist in
bringing managed care mandatory enrollment to Hé [ével at the time. The Department was able
to do that. Over the years, there have been naedelsof managed care developed that have not lent
themselves easily to the current system; but nuadifins have been made to allow for proper
enroliment of clients and payment of capitation ames. The Department continues to be challenged
in bringing new methods of service delivery inte g8ystem.

Obtaining claims and encounter data from Prepamhtient Health Plans that meet MMIS
requirements is a challenge. The HB 07-1346 siillliglentify these issues and potential solutions.

The HB 07-1346 study is in the procurement phassliditing vendors to bid on the project. This
will be accomplished by posting the scope of wonkite state’s bidding system. The Department
believes the study is on track for work to begidamuary 2008, with an expected completion, and
final report delivery, before the end of the fisgadr.

32. If the Joint Budget Committee rescinded its regest for the Department to delay
implementation of the quality incentive grant program, would the Department be able
to make the payment before the end of 2007? In tHi@epartment's opinion, what would
be the advantageous or disadvantageous for makingeése quality incentive payments?

RESPONSE:

Yes, the Department believes it will be able to enlie payment before the end of 2007. The only
quality payment remaining to be paid is to Denvealth, who achieved all of the required quality
measures. The Department requires review and epipfi@m the Centers for Medicare and
Medicaid Services regional office before makingstipayment. The Department has been
communicating with the regional office staff, whawvie agreed to conduct this review prior to the end
of 2007. Approval is not assured, but the Depantnilieves it is very likely. It would be
advantageous to our continuing relationship with\&e Health as a key partner in serving our clients
if we honor the agreement to pay them the inceayenent in a timely manner.

33.  The Department states that it supports the recomendations of the S.B. 06-131/H.B.
07-1183 work group on nursing home reimbursement @nges. However, staff is
unaware of any place in the Executive's budget thatets aside the necessary funding for
the legislative changes involved. Please clarififunding exists in the Executive Budget
for this proposal.

RESPONSE:
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The Executive Budget does not include a requedufating this proposal, as the Department can
only budget to current law. The charge to the wgrdup was to develop a better methodology to
reimburse nursing facilities. The Department agredth the changes to the methodology

recommended in the report. As the recommendedyeharreimbursement methodology requires

statutory changes and an additional appropriatima Department believes the proper avenue to
implement such findings are through the legislafiseal note process.

33a. Please comment anghallenges the Department anticipates from assessing a prove
fee in order to pay for the state match for the prposed rate increases for nursing
homes.

RESPONSE:

The Department anticipates the greatest challenbe toncerns raised by nursing facility providers
who have little or nothing to gain by the provides because they either have no Medicaid clients or
very few. Provider fees are a bona fide and legmling source eligible for federal matching funds,
but fees may not include credits, exclusions, @udéons aimed at returning all or part of fees to
providers as ‘hold harmless’. Since the proviéerrhust not include direct or indirect hold harsles
provisions guaranteeing repayment of fee to proside Medicaid rates or other payments, some
nursing facility providers will pay more than wtiaey receive.

34. Given the costs of the proposal, does the Depaent have any priorities on the
components of the plan that the Department believeshould be addressed first? Please
discuss the specific components of the proposal amdhy the Department supports the
changes proposed.

RESPONSE:

The Department’s first priority is the recommendbiednge for the administrative and general (A&G)
price component. When the legislature introducegieon the rate of increase for the administrative
and general component in 1997 to the lesser oabobst or 6%, there was no mechanism to re-base
these costs. Ten years later, 65% of all nursiaiitfes are limited by the 6% cap. At the samet

in 1997, caps were also placed on the health cempanent of the rate that was held to the lesser of
actual cost or 8%. As of July 1, 2000 the headite caps were lited when case-mix reimbursement
began, and these caps were not reinstated umtil JA005. The health care component was rebased
when the caps were put back into place with a rese lamount at that time.

The Department supports a cost-based health canparent that is case-mix adjusted for acuity
because of the wide variation of services provitted/ledicaid beneficiaries in nursing facilities.
Facilities that serve primarily elderly clients kasignificantly different resource needs than itas|
that primarily serve the mentally ill, brain-injuteAlzheimer’s clients or clients with debilitating
diseases. The case mix acuity adjustment allog/Bpartment to identify the resource utilizatibn o
the Medicaid resident to assure that payments mefléet the care given.

As part of SB 06-131, the Department is requireth¢tude an adjustment for facilities that serve
clients with moderately to severely impaired cogeiskills. Two populations have been identified
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with behaviors that are related to cognitive lossidntia or major mental illness diagnoses. Care fo
these populations is not adequately addressee icette mix system. An analysis of residents with
various mental illness diagnoses revealed thditieeiwith the highest population of these clients

tended to have lower case mix indices. The prdpsdar a two-tiered system that provides an

adjustment for clients with a major mental illnéisat score as a PASRR Level Il to be provided
specialized services, and an adjustment for cegnitbss/dementia based on the Cognitive
Performance Scale. Approximately 38% of the PASR#RI Il clients are under 65 years of age,

and it is anticipated that the additional speaalizervices provided will increase these clients’
opportunity to return to the community. The adjuesiit for cognitive loss/dementia will provide the

additional staff resources needed to serve thesgsl

Inclusion of a quality allowance is also a parS& 06-131. Pay for performance is a strategy to
align incentives in the reimbursement system toarewfacilities that achieve improved health

outcomes of clients. These monetary incentivggawuide quality care may reduce the rate of certain
types of hospitalizations such as respiratory tige¢ urinary tract infection and congestive heart
failure. Improving quality may reduce overall nogsfacility expenditures and may provide more

clients with the opportunity of transitioning fraime facility and returning to the community.

35. Given the past history of discontinuing other ppgrams that tried to reimburse nursing
homes for quality, what challenges does the Deparent believe exists in developing a
"pay-for-performance” reimbursement methodology for nursing homes?

RESPONSE:

The current proposal for a pay for performancerntige payment is for well-defined measures that
are sustainable over time, are under the providmigrol, and are to be verified by an onsite
evaluation. A reimbursement system’s support dlityuis in the system design features and
administrative effectiveness. Add-on incentivempasts will emphasize the use of accountability
measures such as staffing, occupancy, staff retergurvey deficiencies and customer satisfaction.
The primary difference between historical attenapt®imbursing quality and the current proposal are
the prerequisites for participation in the progiand the specificity of what facilities must accostpl

in the areas of Quality of Life, Quality of CaredaRacility Management to earn points for
reimbursement.

36. Please provide the Committee with a list of thiacilities that would have their nursing
home rate for A&G frozen for the next several yearglue to being above 105 percent of
110 percent of the medium costs for A&G. Please pvide the Committee with a list of
the facilities that would have their nursing home ates increased as a result of the A&G
changes proposed.

RESPONSE:
Under the proposal, there are 20 facilities (9.W#Qse rates would be frozen over the next several
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years due to being above 105% or 110% of the medasts for administrative and general. There
are an additional 31 facilities whose rates wouldally be frozen but would transition over the
course of the four-year phase in to be increa$éeir rates are higher than the price at year ade a
lower, or at, the price in year four. This fagilisting is at Attachment 4. There are 134 faedi
that would have their nursing home rates increased result of the administrative and general
changes proposed, and that list is provided atcAttent 5.

37.  What would be the costs for an independent comssioned study on the frailty of
PACE clients compared to the fee-for-service poputeon?

RESPONSE:

If the Department were able to find a vendor tdfgren a study similar to the 2004 PACE frailty
study, the anticipated cost could be between $0008d $150,000 for the current PACE provider,
Total Longterm Care. This is significantly morgpersive than the cost of the 2004 study, borne by
Total Longterm Care, because the Centers for Mezliaad Medicaid Services requires that any
future frailty study be independent of any invohesih of the PACE provider staff. Other
organizations have submitted applications to be Ppfviders, and each PACE provider would
need its own study. However, as these additiormaligers are not going to be as large as Total
Longterm Care, the cost would likely be less foosth additional studies. Based upon the
Department’s conversations with the regional offifethe Centers for Medicare and Medicaid
Services, these studies would need to be repeatelly for at least the first few years.

38.  What is the current status of the Department'svith CMS on the PACE rates for FY
2007-08? How long can the Department continue tgerate without a signed contract
and receive federal match?

RESPONSE:

The Department is in the process of executing @raonwith Total Longterm Care, the current
Program of All-Inclusive Care for the Elderly (PADBrovider, and that contract contains the FY 07-
08 rates. However, federal match is not assurei the Centers for Medicare and Medicaid
Services has approved the rates.

Originally, the Department submitted PACE rate€émters for Medicare and Medicaid Services in
the fall of 2006 to be effective January 1, 200Re Centers for Medicare and Medicaid Services had
concerns with the methodology used to set thoss ratrincipally the use of the 2004 Colorado
Foundation for Medical Care (CFMC) Frailty Studijhe Department asked for and received a six
month extension through June 30, 2007 to addregSehters for Medicare and Medicaid Services’
concerns. Near the end of the six month extensoiod, the Department discovered an additional
issue with its data regarding the classificatiorcl@ints who were dually eligible for Medicare and
Medicaid. This forced the Department to completeset the PACE rates with the corrected data.
The Department’s staff had to set Health Mainteaddiganization rates before they were able to
reset the PACE rates, as Health Maintenance Omgf#nizrates may not be applied retroactively, and
PACE rates may. A significant amount of negotiabetween the Department and its actuaries, and
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Total Longterm Care and its actuaries was requoedrive at rates that would be acceptable to all
sides, and that were expected to be approved @ehters for Medicare and Medicaid Services.

The Department submitted PACE rates to the CefaeMedicare and Medicaid Services regional
office on October 24, 2007. The regional officeledf Centers for Medicare and Medicaid Services
has notified the Department that it may not appritneeFY 07-08 PACE rates. Additionally, the
regional office has mentioned the possibility oiderral of federal funding for the PACE program if
the rates are not approved. There is also a pliggtmet federal funds will be deferred duringeth
rate review process. Regional office staff haveceted they are, at a minimum, several months away
from completing a review of the FY 07-08 PACE ratd$e Centers for Medicare and Medicaid
Services has stated that the reason for a podsifderal or disapproval of the rates is regardeg t
Department’s continued use of the 2004 CFMC fraittydy. However, this continued use of the
frailty study is limited to a FY 07-08 phase outipd.

39. Please discuss any issues the Department badiethe Committee should understand in
order to find a solution to the PACE rate dispute vith CMS and the provider.

RESPONSE:

The fundamental dispute is how to come to an ageaepn a method to measure and control for
selection bias in the Program of All-Inclusive Céoe the Elderly (PACE) enrolled population
relative to the fee-for-service benchmark popufaticShould the PACE enrolled population be
relatively more frail or needy than the fee-forvéa® benchmark, then the PACE provider incurs an
adverse selection bias. Both state and federalallow for an adjustment to account for the
differences in need and expected cost betweemwthpapulations. The Department believes it is not
only legally possible, but actuarially appropriedenake such an adjustment. However, the Centers
for Medicare and Medicaid Services requires thahsan adjustment be based on cost predictive
data. Absent such an adjustment, the federal go&dia that the rate must remain at an amount no
greater than the unadjusted fee-for-service bendhma

The Department is not aware of any other statesvEACE rate setting process includes a ‘frailty
study’ similar to the 2004 study commissioned byalcongterm Care. This fact concerns the
Department, as the Centers for Medicare and MetiSarvices may have difficulty approving a
methodology for rate setting that has no other guent. Even if approved by the Centers for
Medicare and Medicaid Services, a repetition ofifier ‘frailty study’ model would be an expensive
and ongoing commitment of resources. To ensuexd&tdpproval, the Department would certainly
obtain prior approval from the Centers for Medicane Medicaid Services regarding the choice of
vendor performing the study and the structure efstudy design. Based upon the Department’s
previous experience in this area, the Departmesuinass that procuring the study would be a
contentious and time-consuming three-way negotidigween the Department, the PACE provider,
and the federal government.

However, there are alternative means of constigiaim adjustment that fairly and consistently
measures the selection bias incurred by the PAGHIeth population relative to the fee-for-service
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benchmark. The Department has considered sevdtrase alternatives:

« Measuring the functional status of PACE’s enrollees cost predictor.

+ Measuring the share and expense of the last semerdhs of life for which PACE providers are
responsible.

« Subdividing rate cells to isolate the cost expeeeof the ‘oldest old'.

- Diagnosis based risk adjustment.

Each of these models for controlling selection biabe rate setting process has strong theoretical
justification. The Department has no concerns aidetending the results of these models to the
Centers for Medicare and Medicaid Services. Funtbee, such models could more easily be applied
to new PACE providers, and the Department belieeedd be more cost effective than the frailty
study model.

| Indigent Care |

 1:30 to 2:15 CBHP |

40. Please describe how the Department will trackctual expenditures from the CBHP
Trust Fund Account in order to know how much, if ary, should be swept back into the
Innovative Health Care Grant Fund at the end of eals fiscal year?

RESPONSE:

The Supplemental Tobacco Litigation Settlement Actavas set up in the Children's Basic Health
Plan Trust Fund in SB 07-097. The account recésésof the portion of Tobacco Litigation
Settlement funding that remains after all origipedgrams, services, and funds that receive such
funding is completed, with any unexpended monédfienaccount at the end of the fiscal year to be
transferred to the Short-term Innovative HealthgPao Grant Fund. Over the course of the 2007
Legislative session, the following bills drew fungifrom the Supplemental Tobacco Litigation
Settlement Account for the noted purposes:

* SB 07-097 (Allocation of Tobacco Litigation Settlemh Moneys): To increase eligibility in the
Children's Basic Health Plan from 200% of the fatlpoverty level to 205%; 100% of the
required Cash Funds Exempt are to come from tleisiatt.

« SB 07-004 (Early Intervention Services): To previphysical, occupational, and speech
therapies for children under the age of 3 who hiEexelopmental delays; 100% of the required
Cash Funds Exempt are to come from this account.

The caseload and expenditures for the expansiomgtam to 205% of the federal poverty level will
be tracked separately from the rest of the Childi@asic Health Plan, so are easily identifiaBlee
expansion of early intervention services is no¢atiy measurable as it is included in the actugrial
developed capitation rates. For FY 07-08, the Ciepant's contracted actuary developed a separate
per member per month cost for these services. Hisithe Department has estimated the percent
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of the total children’s per capita that is duettis expansion of benefits, (which is used to cateul

the amount of actual expenditure) coming from thp@emental Tobacco Litigation Settlement
Account. Because the actual per member per marghfoar the implementation of SB 07-004 is
significantly higher than that estimated in thedisnote, the Department expects expenditures from
the Supplemental Tobacco Litigation Settlement Aictdo exceed revenues, and that no money will
be transferred to the Short-term Innovative Helttgram Grant Fund. Please see the Department’s
November 1, 2007 DI-3, page G-14 for more detailthe per member per month cost, and Exhibit
C-4 for the calculation of Children's Basic Hedtlan State funding splits.

41. Please describe why there are still children w1 family incomes under 100% FPL on
the CBHP program.

RESPONSE:

Depending on the family structure and types ofine@nd expenses, Medicaid and the Children’s
Basic Health Plan program calculate financial leiity differently for each program. It is possilior

a family to be considered over 100% the Federatpglevel based on the Medicaid calculations and
under 100% the federal poverty level based on th#édi€n’s Basic Health Plan calculations.
Therefore, a client may be reported as under 10@%eteral poverty level for the Children’s Basic
Health Plan although the client was denied as me®me for Medicaid.

Additionally, because the Deficit Reduction Act do®t apply to the Children’s Basic Health Plan,
the Department implemented a procedure to alleemidito be determined eligible for the Children’s
Basic Health Plan when they are unable to provide tequired citizenship and identity
documentation per the interim Deficit Reduction gatdelines. Therefore, a client may be reported
as under 100% the federal poverty level for théd@dm’s Basic Health Plan although the client was
denied for Medicaid because they did not provideéguired citizenship and identity documentation.
In July 2007, the Centers for Medicare and Medi&arvices issued the final regulations regarding
the implementation of the Deficit Reduction Act, igéhdisallows Children's Health Plan Plus+
enrollment for children who do not have a compldweticaid application. The Department is
currently working with the Centers for Medicare aviddicaid Services to create new policies and
procedures to adhere to the final July 2007 reguist

42.  The Department's budget request indicates a lge supplemental for the CBHP
program in FY 2007-08. While some of this increads related to higher than projected
caseload, the request also reflects substantial ainges for PMPM rates than originally
requested by the Department in November 1, 2006.ldase describe in detail why these
rates have increased over the original Departmentséimate.

RESPONSE:
The Department’s February 15, 2007 Budget Requastoompleted based on rate development
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prior to the end of the 2007 Colorado Legislatiesston. As a result, the original rate development
process did not incorporate any impact of chandfestmg benefits and eligibility that were
implemented during the 2007 Legislative session.

Subsequent to the completion of the February 167 Budget Request, several additional laws were
passed that affect the financial projections f& @hildren’s Basic Health Plan. The two with the
most significant impact are:

« SB 07-004 (Early Intervention Services): To previphysical, occupational, and speech
therapies for children under the age of 3 who liexeslopmental delays, and;.

« HB 07-1301 (Cervical Cancer Immunizations): To pdevcoverage for cervical cancer
immunizations and mandates coverage for the figt ob cervical cancer vaccination for all
females for whom a vaccination is recommended.

Additionally, the rate development used in the Baby 15, 2007 Budget Request was based on an
assumption that children under 101% of the feqeraérty level would become eligible for Medicaid
due to the removal of the Medicaid asset testvali later determined that although the asset test
would be removed, there would continue to be ahiiidn the Children’s Basic Health Plan below
101% of the federal poverty level category duehreasons outlined in the response to Question
41. Adding this category back into the populatiocreased the base FY 07-08 rates (prior to
legislative impacts) by approximately 3.8%.

43. Please explain why the FY 2008-09 per capitasts for the CBHP Adult Prenatal
program are higher than the estimated FY 2008-09 aite care per capita costs for the
Medicaid Baby Care pregnant women.

RESPONSE:

In the Department’s November 1, 2007 Budget RequlestDepartment forecasts an average of
1,497 prenatal members in the Children’s Basic tHdlan Adult Prenatal programin FY 08-09. The
prenatal medical per capita cost is estimated tdbti®723.22. This cost includes projected
administration fees of $32.75 per member per mgait to the Children’s Basic Health Plan’s
administrative vendor to manage the State’s netwdddicaid services are provided on a fee-for-
service basis and therefore there are no admitN&rfees incorporated into the per capita costs.

In addition to the administrative cost, there a&wesal other factors that also contribute to thhdn

per capita costs for the Children’s Basic HealtanPAdult Prenatal program. First, provider
reimbursements are higher in the Children’s Basialth Plan program. Hospitals providing services
to the Children’s Basic Health Plan prenatal mesage generally reimbursed at 65% of billed
charges. Alternatively, hospitals providing sersite members in the Baby Care Program under
Medicaid are reimbursed at a significantly lowetereéServices provided on an inpatient basis for
prenatal members are the largest contributor tgtéeatal programs’ per capita costs.
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Secondly, the Children’s Basic Health Plan prenaiaider network is much larger than that of the
Baby Care Program’s prenatal network. As a resudimbers in the Children’s Basic Health Plan
prenatal program may more easily access prenaeilseavices than their Medicaid counterparts,
leading to higher utilization rates and therefaghér per capita costs.

Lastly, the Department believes that the ChildréBésic Health Plan prenatal members begin
accessing services earlier than members in Meddaaby Care Program for adults. It is estimated
that Children’'s Basic Health Plan members begireivdgy services during their pregnancy
approximately two months earlier than Medicaid mersp leading to higher utilization in the

Children's Basic Health Plan.

44, Please provide the Committee with an update dhe school districts selected to
participate in the H.B. 06-1270 pilot program. Wha s the initial feedback on the effect
this program has had on CBHP and Medicaid enrolimen

RESPONSE:

The Department began contract negotiations witkettschool districts, Pueblo City Schools,
Jefferson County Schools and Adams Arapahoe 28ddEs; in April 2007. The final execution of
the contracts for these three school districts fonger than expected. While waiting for signature
on the contracts, the school district workers akteihColorado Benefits Management System
(CBMS) training, Medicaid eligibility, operations@ policy training and began preparing for the
project. The Free and Reduced Lunch Programshta#dhe school districts began their standard
process of determining eligibility for these pragsaand sorting through the approved applications
for families interested in learning more about Meadi and the Children’s Basic Health Plan. The
Department expects all three school districts &t gbrocessing applications through CBMS in
December 2007. At this time, the Department iblent report any feedback on the effect of this
program on enrollment. To provide more detail be tmplementation of this program, the
Department has provided Attachment 6, which wapared as an update for the Advisory
Committee Members on the School-Based Medical fssgie Sites Demonstration Project.

45.  Will the Department be ready to implement presmptive eligibility for children in the
CBHP and Medicaid on January 1, 2008? The Departnm's budget request does not
include any specific additional caseload or cost agstments for presumptive eligibility.

RESPONSE:

The Department will be ready to implement presuvegiigibility for children immediately after the
program is placed in the Colorado Benefits Managei8gstem (CBMS). The current projected
date for the CBMS implementation is January 19,8200n the fiscal note for SB 07-211, the
Department did not forecast a caseload impactHidren who will be presumptively eligible and
presumed that any additional costs will be addces®ugh the annual budget process. If a child is
placed in presumptive eligibility and later founi@yible, there is no net fiscal impact, simply an
acceleration of services. If a presumptively blgichild is later found ineligible, there would &e
fiscal impact to the State. However, because BE does not track the number of individuals that
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are denied eligibility because they are over incaitme Department had no data to use to estimate
how many people this would constitute. Until thegram is implemented and reliable caseload data
is available, the Department is unable to make addjtional caseload or cost adjustments for
presumptive eligibility.

46. Is additional outreach funding the most cost-&ctive means for reducing the number
of eligible uninsured children? Would providing 12months of continuous Medicaid
eligibility for children have a greater impact? How would this impact theumber of
uninsured?

RESPONSE:

The Department believes that marketing and outresaitte most effective means for reducing the
number of eligible but not enrolled children. T@é&ildren's Basic Health Plan experienced a
reduction in enrollment growth when marketing antreach dollars were removed from the program
in FY 02-03. Since marketing and outreach wasstafed in April, 2006, the program has
experienced an enrolliment growth of approximatélpQ0 children despite a reduction in caseload of
approximately 4,300 children who became eligibldarMedicaid due to the removal of the asset test
for determining eligibility.

The Department does not believe that providing daths continuous Medicaid eligibility would
have a greater impact on reducing the number asuned eligible children. Currently, if a childtex
Medicaid, they are doing so because they are rgelogligible for the program, and would not be
considered ‘eligible but not enrolled’. Thus, pobvg guaranteed eligibility would help in retaigin
current enrollees as opposed to enrolling thoddrehiwho are currently eligible but not enrolled.
Providing 12 months continuous Medicaid eligibilityould also have a fiscal impact that the
Department has not fully analyzed.

47.  Why doesn't the Department's request include amcrease for adults on Medicaid for
this decision item (3A)? Wouldn't it be safe to ssume that there would be additional
eligible adults that would be enrolled if more eligble children are found?

RESPONSE:

The income range for parents to be eligible for I@d is much smaller than that for children.
According to recent research by The Lewin Groughefuninsured individuals that are eligible but
not enrolled in Medicaid or the Children's Basiakte Plan, approximately 82.5% are children. In
the past, the Department has attempted to estwabelwork effects from policy changes (for
example with the Medicare Modernization Act). Tdeaseload impacts, however, have been rarely
realized. The Department believes that any imymattte adult caseloads due to additional children's
outreach will be nominal and, if necessary, the d&pent can address any increase in the adult
caseload through the normal budgetary process.
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48. Please describe the most recent federal guidwds for screening for Medicaid eligibility
before a child can be determined CBHP eligible. Gaa child be CBHP eligible without
the necessary Medicaid citizenship or legal statudocumentation?

RESPONSE:

Federal guidelines require clients to be screeoetedicaid eligibility before they are determined
eligible for the Children’s Basic Health Plan. Theficit Reduction Act included provisions requiyin
proof of citizenship and identity for clients in Mieaid. However, citizenship and identity
documentation is currently not a requirement fer@hildren’s Basic Health Plan. The Department
implemented a procedure to allow clients to berddtesd eligible for the Children’s Basic Health
Plan when they are unable to provide the requiitetboship and identity documentation per the
interim Deficit Reduction Act guidelines. In JUp07, the Centers for Medicare and Medicaid
Services issued the final regulations regardingnipiementation of the Deficit Reduction Act. The
Department is currently working with the CentensNtedicare and Medicaid Services to create new
policies and procedures to adhere to these figallagons.

49. The S.B. 07-211 Advisory Committee made sevegakeliminary recommendations in
their November 1, 2007 report for data collection wthin the Department on the number
of children eligible for these programs but not enolled. What is the status of the
Department's response to the S.B. 07-211 Advisory oGmittee's initial
recommendations.

RESPONSE:

The Department is working with the Colorado Hedftstitute to provide technical assistance to
determine a data methodology to identify childréoware eligible but not enrolled in Medicaid and

the Children’s Basic Health Plan. This committés® awill advise the Department on new and

effective ways to identify and enroll hard-to-readdtildren. A Colorado Health Institute senior

research analyst has joined the committee as aduaisor. The Department anticipates the restilts o
a new data methodology will assist the advisorymdtee in addressing their concerns regarding
why children repeatedly gain and lose eligibility.

2:15 — 2:30 Uninsured Assistance Programs

50.  What contingency plans should the State pursuithe CMS rule, "Medicaid Program;
Cost Limit for provider Operated by Units of Government and provisions to Ensure the
Integrity of Federal-State Financial Partnership” should become effective on
September 1, 2008?

RESPONSE:

The Department is researching and consideringnaltee financing mechanisms in order to provide
the State share for the estimated loss of $142l®min federal funds, as reported in the
Department’s presentation to the Joint Budget Cdatamion March 12, 2007, if this Centers for
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Medicare and Medicaid Services (CMS) rule beconfextere. These federal funds include
Supplemental Medicaid payments and the $87.1 miliade available to the State through the
Disproportionate Share Hospital Allotment. If tBenters for Medicare and Medicaid Services
implements this rule, the Department will loseitdlity to have participating Colorado Indigent €ar
Program hospitals certify their uncompensated castghe State share for federal financial
participation as a majority of these public-ownedtals will become redefined as private-owned
hospitals.

Concerning retaining the federal funds under Supgigal Medicaid payments, the primary plan the
Department has been researching is a providersassaswhich federal regulations allow to be made
on nineteen classes of services (42 CFR Sectiorb@B83 Under the authority of SB 06-145, the
Department is implementing three provider assessnfienprivate-owned facilities. The Department
expects to receive approval of two State Plan Ammamds authorizing the assessments for inpatient
and outpatient hospital services by June 2008helCenters for Medicare and Medicaid Services’
rule is implemented and a majority of public-owneaispitals are redefined as private-owned
hospitals, the Department will have the abilityise the provider assessment to draw the State share
and maintain Supplemental Medicaid payments.

Further, the Department is researching various em@sims, such as a broader provider assessment or
a low-income pool that would be supported by damstirom counties and hospital taxing districts,
which could be utilized for providing the State hto draw the federal funds available through the
Disproportionate Share Hospital Allotment.

50a. What additional assistance does the Departmebelieve could be available to help
offset the losses the Children’s Hospital experiees because of their large volume of
Medicaid clients?

RESPONSE:

The Department’s current inpatient rate methodologyjudes a Pediatric Specialty Hospital
adjustment to allow Children’s Hospital to be piaih manner different than other hospitals. This
methodology provides Children’s Hospital with apatient base rate that is higher than any other
Medicaid participating hospital. This adjustmeatld be further increased. |If this increase was
unaccompanied by additional general fund, it waaldse lower rates for all other hospitals under the
current inpatient rate setting structure, whiatoigstrained by a budget neutrality calculatiorthéf
increase to the adjustment were accompanied bti@uligeneral fund, there would be no impact on
other hospitals.

The Department does not have a mechanism to indepyn measure the losses incurred by
Children’s Hospital. Generally, the Department panes its inpatient rates to Medicare rates to
judge the adequacy of inpatient reimbursement.s phocess does not work well for Children’s

Hospital, because it is a very low volume Medicprevider. The Department believes that

implementing a Medicaid specific cost report foild@en’s Hospital would provide a benchmark for

evaluating the adequacy of the current inpatiendibéd reimbursement rate.
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It may be possible for the Children’s Hospital éaeive additional funding through a Supplemental
Medicaid payment provided through a provider assess on inpatient and outpatient hospital
services. This mechanism would require neitheregdrfund nor would be subject to budget
neutrality. Please refer to the response in Quesi0.

2:30 to 3:00 Blue Ribbon Commission -- Health Car®eform

51. Does the Department support using the Lewin Gigp's estimate of the number of
uninsured in Colorado? If not, why not?

RESPONSE:

The Department and the Governor’s Office are waykiith the Lewin Group to conduct additional
in-depth modeling analysis of the proposals preskhy the 208 commission and to translate the
analysis into Colorado-specific budgeting terms pratesses. The Department supports using the
Lewin Group’s methodology to estimate the numberrafisured; however, the dataset used by the
Lewin Group to estimate the number of uninsurewbtsentirely comparable to the Department’s data
used for forecasting caseload. The Departmenttantewin Group have been working together
and the Lewin Group recently provided the Departmeétih data that is comparable to the data the
Department reports and uses in budgeting.

The Department intends to create its own datasmter to estimate the number of uninsured that
will effectively compare to current data used forefcasting caseload. The Department anticipates
there may be a need for external subject mattezrexfo assist with the process of creating the dat
set to estimate the number of uninsured individima{Solorado.

52.  What concerns, if any, would the Department hawith merging the Medicaid and
CBHP programs into one program for all parents, chidless adults and children
(excluding the aged, disabled, and foster care ellijes) with the appropriate EPSDT
services maintained (see 208 Commission recommenidais).

RESPONSE:

The Department is currently reviewing all potenpialicy options from the 208 commission proposals
regarding merging the Medicaid and the ChildrergdsiBHealth Plan programs. If Medicaid and the
Children’s Basic Health Plan were merged into alogmam, the Department would want to ensure
that there is some improvement in cost-effectivenasnefits, access to services or health outcomes.
In addition, because EPSDT is a federally mandegqdirement of the State Plan, the Department
must ensure any policy options include maintainirgEPSDT services.
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53.  What are the Department's cost estimates ill currently eligible children and adults
were enrolled in Medicaid/CBHP?

54, How much does the Department estimate it wouldost if Medicaid clients were
provided one-year continuous eligibility.

55. How much would it cost to expand coverage foow-income adults on Medicaid to 100
percent of poverty?

56. How much does the Department estimate it woultbst to expand Medicaid/CBHP to
cover all uninsured legal residents of Colorado ugo 205 percent of FPL (Please
breakdown this estimate into Children, Parents of kgible Children, Adults without
Dependent Children).

RESPONSE TO QUESTIONS 53-56:

The Department has been working closely with theggaor’s Office of Policy and Initiatives and the
Office of State Planning and Budgeting to thoroy@valuate and estimate costs for the proposals
from the 208 commission. The cost estimates flescbllaborative effort will be made available to
the public once the full analysis is complete.

57. Does the Department believe that CMS would granhe necessary waivers to cover all
uninsured legal residents of Colorado up to 205 peent of FPL?

RESPONSE:

The Centers for Medicare and Medicaid Services hapeoved similar waivers to expand Medicaid
and Children’s Basic Health Plan eligibility fonfities. Under the 1115 Research and Demonstration
Program, it is possible for the Centers for Medicand Medicaid Services to grant a similar waiver
to cover all uninsured legal residents of Coloragdo 205% of federal poverty limit. Section 1115
of the Social Security Act gives the U.S. Departnediidealth and Human Services Secretary broad
authority to authorize research, pilot, or demaigin projects that are likely to assist in promgti
the objectives of the Medicaid program. Under sdemonstration projects, states have broad
flexibility to test substantially new ideas in expang coverage and service delivery.

Under a Section 1115 demonstration, states camdbtieral Medicaid matching funds to provide
services that Medicaid otherwise could not cove¥@nto cover individuals who otherwise would
not be eligible for the Medicaid program. For argte, states today use these demonstrations to
expand coverage to people otherwise unable torobgailth insurance, to provide greater access to
primary care services, and to increase their useaoifiged care.

The demonstration is to be budget neutral overmptiogect's life, meaning that federal taxpayers
would not be expected to pay more under the demaiist than they would without it. For
example, states in the past have expanded theincelon managed care in a demonstration to
generate savings to support the waiver's expandedrage or eligibility. Demonstrations are
typically approved for a five-year period and mayrbnewed.
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58.  What concerns, if any, does the Department haweith the 208 Commission's health
care reform recommendations as they relate to the ®tlicaid/CBHP program?

RESPONSE:

The Department is currently reviewing all potenpialicy options and recommendations from the 208
commission. The Department will analyze and commardany recommendations through the 2008
legislative session. The Department would wargrtsure that there is some improvement in cost-
effectiveness, benefits, access to services ottheatcomes.

[ 3:00 to 3:10 Break |

| 3:10to 3:25 Old Age Pension Program |

59. If Health Care Reform goes to the ballot in 208 what is the Administration's position
on the following issues related to the Old Age Peias program:

59a) Should the Constitutional requirement for theOld Age Pension Medical Program (in
place since 1957) be eliminated and this populatidre rolled into any future program
that would provide subsidies to low-income uninsur@ to purchase health care
insurance (or be rolled into a waiver expansion d¥ledicaid as a state-only population)?

59b) Ifthe Old Age Pension Medical Program is retimed, should the Constitutional limit for
the program be changed from the $10.0 million capota more realistic amount with the
ability to be adjusted upward based on caseload andedical inflation growth? (Please
note: the non-Amendment 35 revenues for this progra are counted against the
TABOR revenue limits but are outside the 6.0 percerappropriation limits).

RESPONSE:

At this time, the Department is unable to commentle administration’s position regarding any

ballot initiative regarding health care reform. TBepartment understands the Committee’s
comments and will consider the Old Age Pension kedirogram under any comprehensive health
care reform package.

60. Please provide the Joint Budget Committee withthe detailed analysis for the
Department's estimate that it would cost an additioal $16.7 million to provide rates for
the OAP Medical program at 100 percent of Medicaidates for the same service (page
10 of the footnote report includes this estimate duvithout any supporting detail).

RESPONSE:
The detailed analysis for the Department’s $16llfomiestimate is provided in Attachment 7.
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61. Please explain why this program reverted $1.6iliion in FY 2006-07. Please explain
why the Department's budget request for FY 2008-08oes not request using any of the
available $2.4 million fund balance in the OAP Suplemental Medical Fund to increase
provider rates for this program in FY 2008-09 (Segage M-14 of the Department's
request).

RESPONSE:

The OIld Age Pension State Medical Program’'s experel must be managed to a fixed

appropriation. Unlike the Medical Services Premiimeitem, there is no over-expenditure authority
for the Old Age Pension State Medical Programiler®. Expenditures must come in at or under the
appropriation every year. As such, the Departmgenbnservative in its forecast, as unexpected
upward shifts in caseload or utilization could @as over-expenditure of the appropriation.

The $1.6 million reversion resulted because ofxbpartment’s conservative forecast and desire to
avoid an over-expenditure of the appropriationaddition, there is a significant lag effect betwee
when rates are increased to a corresponding expendicrease. The Department proposed a rate
increase at the April 2007 meeting of the Medicaivi€es Board in order to better utilize the
program’s FY 06-07 appropriation. The effectiveéedaf this rate increase, May 1, 2007, did not
allow enough time for the rate increase to substignimpact the program’s expenditures before
fiscal year-end.

Further, due to the precision required in foreogsgxpenditures one year out under this fixed
appropriation, the lag effect on claims, and shiftsaseload, it is difficult for the Department to
submit a forecast and budget request in Noveml@r #tat will accurately predict expenditures in
FY 08-09. Therefore, a future budget action maydupiired if the Department determines that
additional funding was available in the Supplemiedtd Age Pension Health and Medical Care Fund.

62. Does the Department anticipate that they will @ed to cut rates in FY 2008-09 in order
to live within the requested appropriation? If so,how much of a funding increase
would be necessary to make sure rates remain stables a percent of Medicaid rates,
through FY 2008-09.

RESPONSE:
Based on recent projections, the Department maytoeeduce rates for the Old Age Pension State
Medical Program in FY 08-09 in order to stay wittiie November budget submission. Due to the
precision required in forecasting expenditures @vex year under this fixed appropriation, the lag
effect on claims, and shifts in caseload, it ifiaift for the Department to forecast FY 08-09 with
much accuracy for the November 1 budget submissibutther, to stabilize the program, the
Department is attempting to minimize the frequesnog magnitude of provider reimbursement rate
changes throughout the year. The Department masider requesting additional funding from the
available fund balance of the Supplemental Old Rgasion Health and Medical Care Fund to
maintain reimbursement rates at their current $evel
63.  Atthe rates the Department is currently payingwhat providers are participating in the
program? In other words, where are the OAP Medicatlients receiving care?
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RESPONSE:

Clients enrolled in the Old Age Pension MedicalgPaon can receive care from hospitals (through
their Medicaid contract) and Federally Qualifiechlile Centers that participate in Medicaid. Further
a significant number of these hospitals and alefFaity Qualified Health Centers participate in the
Colorado Indigent Care Program. This network mtesian Old Age Pension Medical Program
client with a similar level of access to care &odorado Indigent Care Program client.

The Department is aware that rate reductions mmatydiccess to care for Old Age Pension Medical
Program clients seeking care from providers whondb participate in Colorado Indigent Care
Program. At this time, the Department is not avedrany major issues related to clients not being
able to receive necessary treatment from spedaibeigler groups. In addition, the Department
cannot identify providers that choose not to prewdrvices to a client enrolled in this prograrne T
Department would only be made aware of this ifientlor provider contacted the Department.

| 3:25 to 3:35 Break |

| 3:35 to 4:50 Administrative/Other Issues |

General Budget |ssues

64. Please explain why the Governor vetoed footno®d this year when footnotes similar to
this footnote were not vetoed in previous years (2@, 2003, 2004, 2005, and 2006)?
(P.S. we have read the Governor's veto letter, plea help the JBC understand why all
of a sudden this footnote became "administering thappropriation” and "substantive
legislation™). Does the Department have suggestéahguage that would still meet the
JBC's need to receive this information and not cawesa Governor's veto?

RESPONSE:

The Department believes that issues related toédetvetoes are most appropriately addressed with
the Governor’s Office. However, as instructechmLong Bill veto letter, the Department has been

and will continue to comply with this footnote. & Bepartment recognizes the value of this monthly
report for the JBC and as a public information doent.

65.  Would the Department rather see a statute requing the Department to submit this
information (and perhaps more information) to Joint Budget Committee in the future?
Please describe any difficulties that the Departmémnwvould have in producing monthly
reports with the following information:

RESPONSE:
The Department is not in favor of a statutory regment for monthly reporting. Specific
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requirements in statute would limit the amountexibility the Department would have in providing
useful information to the Joint Budget Committéénder a statutory reporting requirement, if the
Joint Budget Committee desired additional rep@tshange to the statute would be required.

The Department is committed to ensuring that adimelevant information on the Medicaid program

is provided to the Joint Budget Committee, stakadwsl, and the general public as possible. The
Department is willing to collaborate with the Jdhidget Committee to determine what information

can be added to monthly reporting to ensure tratdint Budget Committee receives timely and

relevant information on the Department’s programs.

However, as part of any reporting process, the Bt must also ensure that the information
provided is as accurate and consistent with pmiorimation as possible. In order to ensure that th
quality of information being delivered to stakehel is of acceptable, the development of new
monthly reports will require significant amountstiofie, and potentially additional resources. For
example, the Department has been working on afismmti upgrade to one of its existing reports,
which the Department hopes will provide some ofribes information which is being requested
below. Despite being an update to an existingntefius process has already taken close to a year,
and is still not complete.

Furthermore, it must also be noted that the Depntereates these monthly reports specifically for
the Joint Budget Committee. If the Joint Budgein@uttee requires a large number of additional
reports, the Department will likely need to requadtlitional staff to handle the workload. It is
unlikely that the Department can continue to abshidimpact and still produce timely reports.

The Department is willing to work with the Jointdyet Committee to prioritize which requests are
the most important to ensure that the most usd#tmation can be provided as quickly as possible.
To the extent that the Joint Budget Committee reguadditional information, the Department can
and will consolidate as much time and effort asifda to minimize both the time required to create
the report and the cost associated with the creatiocess.

For clarity and brevity, specific answers to simdaestions have been grouped together. Some
questions which have multiple parts have been gplivhere appropriate.

65a Medicaid caseload by aid category (JBC gets thhow)

65b  Medicaid caseload enrolled in MCOs by aid categy (JBC gets this now)

65g Children's Basic Health Plan by aid category BC gets this now)

65i Medicaid Medical Services Premiums year-to-datexpenditures by service category
(get this now)

65k  Medicaid Mental Health Capitation year-to-dateexpenditures

65  Children's Basic Health Plan monthly expenditues (JBC gets this now)

RESPONSE:
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The Department provides this information curretdlyhe Joint Budget Committee each month, and
anticipates that it will continue to do so in tisufre.

65c Medicaid caseload by aid category for each BH(Mew)

65d Medicaid caseload enrolled in an HCBS waiver pgram (new)

65e  Medicaid caseload qualified for Long-Term Cargprograms broken-out by HCBS,
nursing homes, and PACE (new)

65f  Medicaid caseload that are dual eligibles (new)

65h  Old Age Pension Medical Program caseload (new)

65m Medicare Modernization's Act State Contribution Payment monthly expenditures
(new)

65n  Old Age Pension Medical Program expenditures Gw)

650 Personal Services expenditures and filled an@deant positions (new)

65p  Amount of third party recoveries (new)

659 Monthly expenditures for all other Department Ine items (new)

RESPONSE:

The Department believes that it can create staimaadeports which provide this information.
While some of this information can be easily adideexisting reports, some of this information will
require the creation of completely new reports.déscribed above, the creation of new standardized
reports may require a significant amount of time additional resources.

65i Medicaid Medical Services Premiums... projectedranual expenditures for the fiscal

year (new)

65k  Medicaid Mental Health Capitation... projected amual expenditures for the fiscal
year (new)

RESPONSE:

The Department does not support a monthly repoidhwdontains projected annual expenditures for
the fiscal year for either of these Long Bill GreupAs the Committee is aware, the Department’s
Budget Division spends a substantial amount of fimeparing its November 1 and February 15
Budget Requests for Medical Services Premiums agdiddid Mental Health Community Programs.
These Requests require well over 200 pages cadpheets, narratives, and tables to adequately
justify the Department’s expenditure and caseloagdasts. The Department cannot perform these
tasks on a monthly basis.

For similar reasons, the Department does not stipgporting a “simple” projection. Because of the
complexities of the programs, which have demonrstr&irge and complex seasonal components, the
Department believes that a partial forecast hasge Ipotential to materially misstate the actual
amount of expenditure expected. Such a projeatmudd be used to alter the Department’s
appropriations. Because both the Medical Servieemmiums and Medicaid Mental Health
Community Programs Long Bill groups have overexjienel authority, an alteration based on
incomplete data can have significant budgetaryfi@ations, not only to the Department, but to other
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areas of the state government as well.

65] Medicaid Medical Services Premiums monthly expseitures by aid category and service
category (new)

RESPONSE:

The Department currently reports total annual edjpere by aid category in its November and
February Budget Requests, in the Request for Medeavices Premiums, Exhibit M. The
Department does not support a monthly report with information. Total expenditure for each
service category is derived directly from a redostn the Colorado Financial Reporting System
(COFRS). However, the Colorado Financial Repor@ggtem does not have any information which
would enable reporting by aid category. Rathe¥,Repartment uses information derived from the
Medicaid Management Information System to deterrhio& expenditure by service category is
distributed by aid category. Because of the coxitylef this task, this process requires a sigaiftc
amount of staff time to calculate and verify, aadrot be automated.

The Department would be in favor of providing timformation on a less frequent basis, such as
quarterly, but cautions that because of the contplex this manual report, the Department may
require additional FTE in order to deliver this oep

66. Please explain why the Department reverted $4318 in General Fund from the
Department's personal services line item. Pleasaqvide the Committee with an
explanation on why the Department has reverted funithg from this line item for the last
three years. Should the JBC consider setting thedpartment's personal services line
item using a different methodology from the "Option8" calculations in order to realign
the appropriation with the Department's actual expaditures?

RESPONSE:

The Department under-expended its FY 06-07 Persteraices appropriation by $194,855 total
funds due to vacancy savings and employee turnavez.reversion of $450,218 General Fund is the
result of the Department’s Information Technologyifion's ability to obtain an enhanced federal
match when its employees work on National ProvittEntifier and Medicaid Management
Information System issues.

Normally, the Department receives a 50% federacimain salaries for information technology
employees. When those employees work on certderddly mandated projects, however, the
Department receives an enhanced federal matcparticular, when the employees perform tasks
related to National Provider Identifier issues, Brepartment receives a 90% federal match; when the
employees perform tasks related to the Medicaiddgament Information System, the Department
receives a 75% federal match. Work related tavtbdicaid Management Information System and
National Provider Identifier issues is generallyhad in nature, and the Department cannot always
predict that amount of time employees will spendr@se issues. The amount of effort expended on
these systems fluctuates drastically over timetddederal legislation or mandates. The Department
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incorporates any known or expected projects intoftinecast methodology, but because of the
uncertain nature of the projects, the Departmennai predict all changes. Therefore, the
Department does not believe that any changes tongibodology for determining the Personal
Services appropriation will result in additionataracy at this time.

The Department supports the recommendation ofdine Budget Committee Staff (#3 on page 80
of the Briefing document) that Section 24-75-108RS. (2007) be revised to allow the State
Controller to use any General Fund that will reverfirst reduce the amount of any administrative,
non-statutorily permissible over-expenditures. tRemmore, the Department encourages the
evaluation of the Executive Director’'s Office Loyl group, as directed in footnote 22 and
submitted in the Department’s response to the fmtetnso that a combination of line items or
flexibility across line items limits the administiree burden of managing these appropriations. The
Department does not support the use of reverswrstdtutorily allowable Medicaid program over-
expenditures.

66a. Please describe why the Department’s actual ETcount has been lower than
appropriated FTE that the Committee has provided.

RESPONSE:

A multitude of factors are contributing to the Depaent's inability to fully utilize its FTE
appropriation. The Department has experienced antist turnover and prolonged position
vacancies. The most prominent factor in the tuenagate is the competition for employees with
specific health care knowledge. Employees withvdadge, skills and abilities in the health care
industry are in high demand. Thus, they commanignigalaries on average than employees without
specific health care experience. This makes fifingitions more difficult as these employees can be
employed by private industry at salaries above wiath the Department can offer. Also, when a
position is filled, there is no guarantee the erygdowill remain, as other employers are constantly
seeking knowledgeable people and they are willmgffer higher salaries, better benefits and
improved working conditions.

In addition, analysis of employee exit interviewiadahows other significant factors contributing to
substantial turnover are rising stress levels, mand than can be accomplished, a lowered sense of
staff morale, and erosion of institutional knowledmnd experience at the Department.

67. Please explain why the Department reverted $1,4%5 in General Fund from the Long-
Term Care Utilization Review line item.

RESPONSE:

The Long Term Care Utilization Review line itemlutes funding for two functions: Long term care
functional eligibility determinations conducted Byngle Entry Point agencies and Preadmission
Screening and Resident Reviews for admission tsimyifacilities. In FY 06-07 there was an
increase in the Preadmission Screening and Red$geiigw related activities, which are eligibledor
75% federal financial participation rate. The Gah€&und reversion is due to the Department’s
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ability to obtain this enhanced federal match ceeEmission Screening and Resident Review related
activities.

The Department made accounting adjustments bas#tedM” headnote provision in the annual
Long Bill for FY 06-07, HB 06-1385, Section 2, Sabson (d): “In the event that additional federal
funds are available for the program, the combinede®al Fund or General Fund Exempt amount
noted as “(M)” shall be reduced by the amount défal funds earned or received in excess of the
Figure shown in the “federal funds” column for tipmogram.” The line item did receive excess
federal funds, so the General Fund amount expewdsdiecreased relative to the appropriation.

Long Term Care Utilization Review in FY 06-07
Total
Funds General Fund| Cash Funds Exempt Federal Funds
$1,744,96
As appropriated 6 $598,813 $38,429 $1,107,724
$1,719,43
As expended 8 $423,647 $38,429 $1,257,362
Under/(over) $25,528  $175,166 $0 ($149,638)

* Amount does not match total reverted due to slighhding error

The Department supports the recommendation ofdine Budget Committee Staff (#3 on page 80
of the Briefing document) that Section 24-75-108RS. (2007) be revised to allow the State
Controller to use any General Fund that will reverfirst reduce the amount of any administrative,
non-statutorily permissible over-expenditures. tRemmore, the Department encourages the
evaluation of the Executive Director’'s Office Loyl group, as directed in footnote 22 and
submitted in the Department’s response to the fmtetnso that a combination of line items or
flexibility across line items limits the administikee burden of managing these appropriations. The
Department does not support the use of reverswrstdtutorily allowable Medicaid program over-
expenditures.

68. Please explain why the Department reverted $283 from the enrollment broker line
item.

RESPONSE:

The Department reverted $26,393 in FY 06-07 froeBhrollment Broker line item. This reversion
was a result of a $50,000 total funds retainagengaythat should have been paid to the enroliment
broker contractor with the completion of the FY @B-contract. The bill for this was not received
until FY 07-08 and no accounts payable were reddbyeaccounting to hold these funds.

The Department supports the recommendation ofdine Budget Committee Staff (#3 on page 80
of the Briefing document) that Section 24-75-108RS. (2007) be revised to allow the State
Controller to use any General Fund that will reverfirst reduce the amount of any administrative,
non-statutorily permissible over-expenditures. tkemmore, the Department encourages the
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evaluation of the Executive Director’'s Office Loyl group, as directed in footnote 22 and
submitted in the Department’s response to the fitetnso that a combination of line items or
flexibility across line items limits the administikee burden of managing these appropriations. The
Department does not support the use of reverswrstdtutorily allowable Medicaid program over-
expenditures.

Common Hearing Questions to all Departments
Costs and savings from complying with specific bsl and orders

69. What are your department's anticipated costs, r#icipated savings, and potential
benefits from complying with Executive Order D 02807, Authorizing Partnership
Agreements with State Employees?

RESPONSE:

The administration of the partnership agreemertnoei require the expenditure of any additional
state dollars. The Department will continue torspBme supporting state employees, and as has
been the case in the past, this support will berdles! into existing budgets.

70. Provide an estimate of the costs your departmewill incur in FY 2007-08 in carrying
out the provisions of H.B. 06S-1023. Provide ant@sate of your department's savings
in FY 2007-08 as a result of not providing services individuals who are in the country
illegally.

RESPONSE:

The Department’s implementation of HB 06S-1023 e carried out in connection with its
implementation of the federal Deficit Reduction Aat 2005. For both acts combined, the
Department estimates it will incur expenses of 62,662 in total funds. A majority of this fundiisg
attributed to implementation of the Deficit RedoatiAct of 2005. For example, of the $2,849,689 in
total funds appropriated to the Department’s Couxdyninistration line item, only $60,143 was
requested for implementation of HB 06S-1023; thmaiaing $2,789,546 was requested for
implementation of the Deficit Reduction Act of 200Sovember 1, 2006 Budget Request, DI-4
“Implementation of HB 06S-1023 and Deficit Reduntisct of 2005, page G.23). The Department
was appropriated funds to implement both acts beginn FY 06-07 in Supplemental Bill SB 07-
163, and received annualized continuation fundiripeé FY 07-08 Long Bill SB 07-239.

Line item expenditures comprising the $2,967,66@ial funds estimated to implement both acts

in FY 07-08 include:

e $100,980 in Personal Services for 2.0 FTE

* $2,610 in Operating Expenses for 2.0 FTE

o $2,849,689 in County Administration for the increci$ime it will take counties to verify
citizenship or lawful presence when processingiegins.
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e $14,383 in Children's Basic Health Plan Administrafor the increased time it will take
Affiliated Computer Services to verify citizenstap lawful presence when processing
applications.

The Department has not made any quantifiable @anhgs adjustments in the FY 07-08 budget
specifically for the Deficit Reduction Act and HB®-1023. However, it is assumed that there has
been some reduction in caseload. There is no avgyantify what that caseload decrease may be.

4:50 p.m. to 5:00 p.m. Closing Comments -- Director

Closing Comments
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