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CHANGE REQUEST for FY 08-09 BUDGET REQUEST CYCLE

Department:

Health Care Policy and Financing

Priority Number:

DI-14

Change Request Title:

Move Non-Emergency Transpomnt&ervices to Medical Services
Premiums

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

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

SELECT ONE (click on box):

Supplemental or Budget Request Amendment Criterion:
X] Not a Supplemental or Budget Request Amendment
[_]An emergency

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

Short Summary of Reguest

Background and Appropriation History

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

This Request is to move the (1) Executive DirestoOffice, Non-Emergency
Transportation Services line item to (2) Medicah@es Premiums in an effort to provide
over expenditure authority for non-emergency medreensportation. This is a net-zero
Decision Item.

The Department of Health Care Policy and Financimgpvides non-emergency

transportation to and from medically necessaryiseswovered by the Colorado Medical
Assistance Program for clients who have no otheans@f transportation throughout all

sixty-four counties in Colorado. Section 25.5-220Q) (s) (2), C.R.S. (2007) and 42

CFR 8431.53 require the Department to provide noargency medical transportation to
eligible clients under the State’s Medical AssiseaProgram. The type of transportation
authorized is determined by the distance to bectedy treatment facilities available, and
the physical condition and welfare of the cliedtlon-emergency medical transportation
services include transportation between the chienime and Medicaid covered benefits,
and when applicable, the cost of lodging and fob@man overnight stay is necessary for
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an escort. There are also administrative costatelto non-emergency medical
transportation including, but not limited to, thetake of client calls, determining
eligibility, and authorizing and arranging transjadion.

History

Prior to FY 03-04, non-emergency medical transpmma approximated to be
$12,041,460, was contained in the Department’$4@jical Services Premiums Long Bill
group. However, due to difficult economic condisan FY 02-03, the General Assembly
reduced the funding by $7,640,682 in an efforteaduce General Fund expenditures (FY
03-04 Figure Setting, March 11, 2002, pages 110-111

In FY 03-04, the Department received legislativehatity via HB 04-1220 to administer
non-emergency medical transportation as an admatigt program rather than an
optional Medicaid service in an effort to maintaiost savings. This action resulted in
$4,400,778 being transferred from the Departmeg)sviedical Services Premiums Long
Bill group to a newly created line item under th¢ Executive Director’s Office Long Bill
group titled “Non-Emergency Transportation Servites

The Department employs two mechanisms to providen-emergency medical

transportation needs for Medicaid clients:

1) e t8 Front Range counties, the

Department has a full-risk, fixed-price contractthwlLogistiCare, Inc. to provide the
necessary services and administration, and 2)anréimaining 56 counties, the county
departments of social services are responsible dothorizing and arranging the

transportation.

LogistiCare contract

From October 2002 to September 2004, the Departroentracted with Arapahoe
County Transportation Services for non-emergernagsportation services in the 8 Front
Range counties. Due to the closure of Arapahoentyoliransportation Services in
September 2004, the Department entered into angemey contract with LogistiCare

from October 1, 2004 through June 30, 2005.
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On March 22, 2005, the Department issued a redaegiroposals for broker services in
the 8 Front Range counties for FY 05-06. The wigrbidder was LogistiCare; however
LogistiCare refused to sign the contract citing a@ns about unpredictable spikes in
caseload and utilization and inadequate fundingis Tesulted in a failed reprocurement
for FY 05-06 requiring the Department to enter iato emergency nine month contract
with LogistiCare from July 1, 2005 through March, 2006, until a new request for
proposals could be completed.

In January 2006, the revised request for propagadsan open-ended request, meaning no
dollar amount was specified. Having prior expaseerwith providing non-emergency
medical transportation services in the 8 Front Ratgunties, LogistiCare was awarded
the winning bid for a fixed-price contract begirmidune 1, 2006. This fixed-price
contract was negotiated for $446,992 per montt$5863,904 per fiscal year. On June
20, 2006, the Department requested and subsequext@ived a 1331 Emergency
Supplemental of $1,121,497 to fund the administeationtract increases, funding for the
two-month (April to May 2006) contract holdover gigion, plus the fixed-price contract
amount for June 2006.

In August 2006, the Department received correspaseldrom LogistiCare concerning
unpaid monies for claim lag adjustments in the querfrom July 2005 through March
2006. With the assistance of the State Attorneye@d's Office and Governor’'s
Counsel, the Department negotiated a settlementiainad $1,048,608 with LogistiCare.
The General Fund need was reduced by $491,431 ac@ounts payable line which was
used to offset the total need. On January 23, 200 Department requested and
subsequently received a FY 06-07 late supplemémttile amount of $557,177 for the
remaining lawsuit settlement agreement (February2087, Executive Director’s Office
Figure Setting, page 78).

Remaining 56 Counties

In the remaining 56 counties, the county departmehtocial services are responsible for
authorizing and arranging transportation. Similar increasing contract obligations,
increased utilization and caseload in the non-FRange counties have required a greater
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General Description of Request

portion of the total appropriation to be allocaffed non-contractor costs. Changes in
utilization are assumed to be the result of in@dafocus on non-emergency medical
transportation from the Centers for Medicare anddibad Services, individual client
complaints, recent training by the Department cateSPlan transportation services, and
increased awareness by Department of Human Septiogsam administrators.

This Request is a net-zero General Fund requeginmfunds for non-emergency medical
transportation from the Department’s (1) Executvesctor’s Office Long Bill group to
(2) Medical Services Premiums Long Bill group.

The administrative efficiencies and cost containnaenticipated by the passage of HB 04-
1220 have not entirely materialized. Since itsspge, continual supplemental and
emergency 1331 requests have been required tohighet than estimated administrative
cost increases for LogistiCare, and caseload atwhtibon demands in the 56 non-Front
Range counties (June 20, 2006, 1331 Emergency Supptal for $1,121,497; January 4,
2007 Supplemental #6 for $1,957,862 and Budget Amemt #2 for $1,149,343; and a
January 23, 2007, 1331 Emergency Supplementabor ,£77).

However, HB 04-1220 is not without its successdé® Department has achieved
administrative cost savings by reducing the numefea-for-service providers to a single
transportation broker and cost containment thrahghfull-risk, fixed-price contract with
LogistiCare to provide non-emergency medical transtion services in the 8 Front
Range counties.

Nearly two-thirds (Supplemental #6 and Budget Ammeedt #2, $1,957,862 and
$1,149,343, respectively) of the total Change Rsigaeounts for the Non-Emergency
Transportation Services line item have been foeloasl and utilization increases in the 56
non-Front Range counties. The average month-efegepayments have increased from
$102,954 in FY 05-06 to $136,220 in FY 06-07. he same time period, the average
monthly number of clients has increased from 63232. The percent increases from FY
05-06 to FY 06-07 for average month-of-service payt®m and caseload are 32.3% and
47.5%, respectively. See the graph below.
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Caseload and utilization for Non-emergency medical transportation,
non-metro counties, October 2004 to March 2007
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While the average month-of-service payment hasaszd from FY 05-06 to FY 06-07,
the increases are largely attributable to threghef seven procedure codes for non-
emergency medical transportation. The increasdsu#) cab, and wheelchair van are
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59.7%, 45.1%, and 39.4%, respectively. The remgiprocedure codes — ambulance,
escort/lodging, other, and train or air — have dased or remain unchanged from FY

05-06 to FY 06-07. See the table below.

Summary of Expenditure by Procedure Codes, FY 04-05 through FY 06-07 (as of June 21, 2007)
56 non-Front Range counties

Procedure Code Groupings FY 04-05 FY 05-06 Percent change FY 06-07 Percent change
Ambulance $85,235 $73,698 -13.5% $60,962 -17.3%
Bus $57,566 $92,572 60.8% $147,874 59.7%
Cab $28,972 $46,775 61.4% $67,871 45.1%
Deleted code $1,096 $0 -100.0% $0 0%
Escort/lodging $212,53b $291,420 37.1% $280,433 -3.8%
Other $481,529 $608,643 26.4% $516,165 -15.2%
Train or air $10,100 $18,210 80.3% $18,217 0%
Wheelchair van $94,748 $105,540 11.4% $147,088 39.4%
Totals $971,781 $1,236,858 $1,238,610

During FY 06-07, the Department increased its arstion training and awareness
efforts. These efforts have resulted in increase-emergency medical transportation
expenditures in some of the 56 non-Front Range t@sin For example, one county
among the 56 non-Front Range counties experienceidcacase in average month-of-
service payments from $9,272 in FY 05-06 to $28,iMBY 06-07. This represents an
increase of 210%. This same county showed an geererease in procedure code
expenditures of 192% from FY 05-06 to FY 06-07.

Changes in caseload and utilization representfisigni cost drivers for the fluctuations in
non-emergency medical transportation. By moving &ppropriation into the (2) Medical
Services Premiums Long Bill group, these driversldde automatically adjusted through
an existing budget process, without the need falitiadal Supplemental actions. And
while the Department does not anticipate significzriations in total expenditures for
non-emergency medical transportation in FY 08-Othiattime, if this request is approved,
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Consequences if Not Funded:

the additional benefit of overexpenditure authofdy the Medical Services Premiums
Long Bill group allows for continuation of servicesaking both providers and clients
held harmless, if the appropriated amount was uifitient.

The transfer of the Non-Emergency Transportatiomnvi€es line item from (1) Executive
Director’s Office Long Bill group to (2) Medical 8aces Premiums Long Bill group will
require, in addition to the funding transfer, tb#ofwing: 1) the Department to draft and
present new rules to the Medical Services Boardinlmg non-emergency medical
transportation definitions, program coverage, typds medical transportation, and
reimbursement guidelines (new rules are requiredtduhe change from administrative to
an optional Medicaid service); 2) submit a Sta@nFPAmendment to the federal Centers
for Medicare and Medicaid Services; 3) issue agégttgrs to the counties outlining their
responsibilities under the new departmental rul@ssubmit bulletin notices to providers.
In preparation for the transfer, the Departmentleagin drafting new rules, agency letters
and bulletin notices and absorb costs for thesargstmative tasks with existing resources.
Please see the projected implementation scheduladee tasks.

If non-emergency medical transportation remains amministrative line item, the
Department would likely seek future supplementahdfog for increasing and/or
decreasing caseload and utilization demands irb@heon-Front Range counties. Should
unexpected spikes in caseload or utilization octhe, Department may need to request
emergency 1331 supplemental funding. Additionadiiyen the unpredictable nature of
providing non-emergency medical transportation isesy the possibility exists that the
Department will experience another failed repromeet should a new contractor cite
concerns over inadequate funding.
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Calculations for Request:

Summary of Request FY 08-09 Total Funds General Fund Federal Funds
Total Request $0 $0 $0
(1) Executive Director’s Office, Non-Emergency ($7,299,302 ($3,649,651 ($3,649,651
Transportation Services
(2) Medical Services Premiums $7,299,302 $3,649,651 $3,649,651
Assumptions for Calculations None. This is a technical request with no netdi impact. Rather, this request is for

continuation funding for non-emergency medical $@ortation to be returned to the (2)
Medical Services Premiums Long Bill group, and oesti as an optional Medicaid
service.

Impact on Other Government Agencies: No impact on other government agencies.

Cost Benefit Analysis

Description of Benefits Cost

When experiencing fluctuations in caseload andzation, the Medical Services Premiums budgetiracess is $0
better suited to adjust appropriation levels. Hsigblished process ensures a near-seamlesatiaagf rate
adjustments and continuity of services should thera sudden shift in need.

The Department will reduce the risk of a failedrospurement should a contractor cite concerns asouwinder $0
funded appropriation for non-emergency medicaldpantation.
The over expenditure authority provided under Maldgervices Premiums will allow the Department lveab $0

higher caseload and utilization demands in theds6Front Range counties without continual suppldalen
and/or emergency 1331 funding.

Page G-9



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

Implementation Schedule

Task

M onth/Y ear

Draft and send out bulletin notice to providers

August to October 200

~

Draft State Plan Amendment

August to October 200

~

Draft Departmental rules for Medical Services Board September to November 2007
Earliest date of approval from Joint Budget Comeitt March 2008
Submit State Plan Amendment to the Centers for ddediand Medicaid Services March 2008
Gather county input concerning the move for nonfgerecy medical transportation March to April 2008
Submit Departmental rules to Medical Services Board April 2008
Finalize agency letters and get signatures fornialeclearance process April 2008
Medical Services Board approves change July 2008

Receive approval from the Centers for Medicare Medicaid Services concerning
State Plan Amendment

September 200

(o8

Move non-emergency transportation services fronglBili group (1) to Long Bill
group (2)

September 200

U

Statutory and Federal Authority 25.5-5-202, (1) (s) (2), C.R.S. (2007).

optional services(l) Subject to the provisons of subsection (2) of this section, the
following are services for which federal financial participation is available and which
Colorado has selected to provide as optional services under the medical assistance
program: (s) (2) In addition to the services described in subsection (1) of this section and
subject to continued federal financial participation, Colorado has selected to provide

transportation services as an administrative cost.

42 C.F.R. 8 431.53. Assurance of transportatioh Sate Plan must--(a) Specify that
the Medicaid agency will ensure necessary transportation for recipients to and from
providers, and (b) Describe the methods that the agency will use to meet this

requirement. (Sec. 1902(a)(4) of the Act)
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Performance Measures: As this Change Request will allow for the Medi&a&lrvices Premiums’ per capita budget
process to automatically increase and/or decreasesmergency medical transportation
funding for fluctuations in both caseload and zailion, this Decision Item supports the
following Performance Measure:

* Maintain or reduce the difference between the Diepamt’s spending authority and
actual expenditures for Medicaid services.
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