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July 21, 2011
Emergency Board Meeting
Report on Medicaid for Fiscal Year 2011

32 V.S.A. § 305a(c) requires a year end report on Medicaid and Medicaid related expenditures
and caseload. Each January the Emergency Board is required to adopt specific caseload and
expenditure estimates for Medicaid and Medicaid-related programs. Action is not required at the
July meeting of the Board unless the Board determines a new forecast is needed as result of the
year-end report. While FY11 caseload and expenditures both came in below expectations, staff
does not recommend a new forecast at this time. Year end information along with the most
current experience will be analyzed this Summer and Fall and incorporated into the new
forecasts for the budget adjustment and new budget year in January.

This report contains the following:

Year End Summaries:

e Summary of Enroliment
e Summary of Total Expenditures
o Global Commitment Fund Summary and Long Term Care GF Summary
e Catamount Fund Detail
e State Health Care Resources Fund Detail
Key Issues

The data in this report reflects current estimates to date. There may be changes as the financial
close-out for the fiscal year is completed and finalized. If necessary, significant changes will be
included in a subsequent revised report.

Enroliment: Actual FY11 enrollment is slightly below the level that was estimated and adopted
in Januvary. Both Catamount and VHAP were 1,000 people below the estimated levels of
enrollment. Catamount as a program seems to be leveling off. VHAP remains the most volatile
group as this is the enrollment group that is most impacted by recent econormic conditions.

Expenditures: Total expenditures were below the budgeted level for FY11. In the Global
Commitment (GC) program, $48 million of carry forward was anticipated and relied upon in
building the FY12 budget. The GC ended FY11 with an addition $31 million beyond the
anticipated amount. GC funds are gross, combined state and federal funds, so the state share of
this amount based upon the FMAP rate is approximately $10 million.

In the Choices for Care/Long Term Care (LTC) program gross total expenditures were below
expectations by $11 million. The state share of the LTC total is $4.4 million, however much of
the unexpended amount was anticipated when building the FY12 budget and most of these state
funds were allocated. The unallocated total of in LTC is $471,222.
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Global Commitment: Midway through FY 11 the extension of the GC waiver was granted by
the Center for Medicare/Medicaid Services. The waiver extension contained one significant
financial change in regard to the matching event for federal funds. Under the initial waiver terms,
per member per month (PMPM) rates were set prospectively on a Federal fiscal year (FFY)
basis, and once selected, could not change. If the actual program expenditures were less than the
PMPM payments, the State was allowed to carry forward the surplus and use them on the four
allowed purposes’. If the actual program expenditures were greater than the PMPM payments
the State would have had to utilize prior year GC surplus dollars or State-only funding to cover
the costs.

Accordingly, there was a great deal of risk in selecting the PMPM rate requiring a variety of
analysis to project underlying expenditures, available State funding, and actual caseload. Setting
the PMPM rate required a recommendation from the Agency of Human Services (AHS) and
Dept. of Vermont Health Access (DVHA) along with consensus from the Administration, and
the Legislature. The process needed completion by September 1 for submission to CMS.

Effective with the January 1, 2011 Global Commitment Waiver Renewal, the Standard Terms
and Conditions (STCs) now required the State’s Medicaid claim to reflect actual expenditures
incurred (inclusive of GC Administration, Program, and Investments). The STCs still require an
actuarial vendor to construct PMPM rate ranges. The high end of the PMPM range serves as the
spending limit for the State. If actual expenditures are less than the PMPM high rate, the State
will carry forward a “virtual surplus” that creates additional spending aunthority for subsequent
years. If actual expenditures are greater than the PMPM high rate, Federal matching dollars
would still be available but the State would have a “virtual deficit” that would need to be
addressed by the end of the demonstration.

PMPM rates are still required to be selected prospectively on an FFY basis, and cannot be
changed once set. The GC waiver renewal STCs allow the State to set PMPMs at the highest
level within the actuarially certified rate ranges, while making the monthly capitation payments
to DVHA at a percentage of the PMPM limit. This allows the State to continue an initial FFP
claim on the 1% of the month, but maintaining compliance with the Cash Management
Improvement Act (CMIA) pertaining to drawing down of Federal funds. Setting the PMPM
rates at the highest end of the ranges creates the opportunity to create a “virtual surplus” and will
create spending authority under the GC Waiver cap for waiver closeout activities (i.e. claims
incurred during the waiver period but paid subsequent to the end of the demonstration, the
“claims tail”.)

One other major fiscal impact of the waiver renewal was a change in the how we could count
certified expenditures as state match. Under the initial waiver, the entire certified expenditure
was counted as state funds for matching purposes. Counting the entire certified expenditure as
state match provided a fiscal benefit to the state. Under the renewal the certified expenditures

' (1) Reduce the rate of uninsured and underinsured; (2) Increase access to quality health care for
the uninsured, underinsured, and Medicaid beneficiaries; (3) Fund public health programs that
improve outcome and quality of life for Medicaid beneficiaries; (4) Support public-private
partnerships in health care.
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remain as allowed expenditures but the match is limited to the state share. In the FY1?2 budget
state funding was needed to make up the benefit which is no longer available as result of this
change, the amount was equal to the federal share of the certified expenditures.

The GC fund has a balance at the close of FY 11 of $80 million. Of this amount, $48 million was
anticipated and incorporated in the FY12 budget. There is $31 million in unallocated fund
balance which will be available to be carried forward for the FY13 budget. The state share of
this unallocated balance is approximately $10 million.

Catamount Program and Catamount Fund: There were several changes made to the
Catamount program in FY12. In January 2011, the lowest cost premium for FY12 under
Catamount was projected to increase to $452/month, on average. At that time the program was
projected to be $8 million in deficit without any other changes in the program. As a result of the
projected deficit, the administration initially proposed collapsing Catamount into VHAP this
would have significantly reduced payments to providers. They also proposed increasing the
deductible to $1,500 further impacting subscribers.

As an alternative to the Governor’s proposal, the Legislature and the Administration worked to
find a solution that would be less disruptive to subscribers and less detrimental to providers. The
acceptance of a less drastic reduction in reimbursement on the part of providers and the
insurance carriers combined with maintaining the monthly cost of the program at the projected
level allows the program to remain fiscally sustainable for FY12 with no increase in deductibles
or conversion of the program to the VHAP program. As part of these chan ges all anniversary
dates were reset to July 1, 2011. Currently, beneficiary premiums are tied to the anniversary date
of their enrollment in the program. As a result, many beneficiaries saw changes in their premium
earlier than they would have otherwise. An 11% adjustment is now applied to the premium.
However, since the underlying premium decreased as a result of reimbursement changes,
beneficiaries are not paying anymore than they would have in the absence of these policy
changes. The FY12 actual monthly rate including the adjustment for the lowest cost plan is $434
this is lower than the initially expected rate.

The FY11 balance in the Catamount fund is projected to be $2.2 million. In FY12 the fund
revenues reflect the 11% premium adjustment and a portion of the $0.38 cigarette tax increase,
Based on the budget as passed and projected revenue, the Catamount fund has a projected $4
million balance in FY12.

RECOMENDATION: This report presents information on the Catamount program and fund in
a new format. Both the legislative and the administration fiscal staff are recommending that the
Catamount Fund be collapsed into the State Health Care Resources Fund (SHCRF). The
Catamount Program enrollment and cost will continue to be reported separately and tracked on a
monthly basis. The Catamount revenues would be identified and tracked in the SHCRF. There
are several reasons for this recommendation:
1) For several years the Catamount Fund expenditure has not been the same as the actual
Catamount Program expenditure and the difference has lodged in the General Fund. This
has lead to some confusion.
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2) The Catamount program is now entirely matched under the global commitment waiver.

3) Blueprint and Immunization expenses are now matched in the GC waiver and only a
portion of the funding is reflected in Catamount. The Health Department will continue to
provide the information on the Blueprint and our Immunization programs in their
entirety.

4) Finally, this will allow greater administration efficiency and will still provide the detailed
programmatic and revenue data that both the legislature and the administration require.

State Health Care Resources Fund: The FY11 balance is estimated to be $5.1 million which is
inline with the amount expected in the budget adjustment and FY 12 budget process. The
revenue from the change in the base of year of provider tax and the rate are reflected in the fund
in FY12. Most of the change in the rate on the cigarette tax is reflected in this fund. Currently
the fund in FY12 is projected to have a positive balance.

Federal Medical Assistance Percentage (FMAP): During the 2010 legislative session, the
FY11 budget assumed an extension to the enhanced FMAP until the end of state fiscal year
2011. At that time the total estimated value of the enhancement was $62.26 million but this
estimate was revised to $37.7 million in August 2010 after the impact of the congressional action
was clear which extended the enhancement at a lesser rate. These funds were removed from the
budget and placed into the human services caseload reserve and allocated from the reserve for a
variety of purposes in FY11. The estimate of Vermont’s FY 11 enhanced match rate (eFMAP)
changed again for the final two quarters of the year. Vermont was not notified of a negative
change in our FMAP rate by CMS that was assumed based on our unemployment rate. So a total
of $3.6m in the 3™ quarter was available to be used to balance the FY12 budget, and $3.6 million
was available for deposit in the human services caseload reserve as a result of the 4™ quarter rate
not changing. The final quarter of funds will be available to use in FY13.

The FY 12 budget anticipates an average state share rate of 42.14%. Based on information from
CMS this is projected to go to 43.00% in FY13 placing $12-13 million of pressure on the budget.
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Catamount Program Expenses

Catamount Health
Members <200%
Members >200%

Catamount ESI
Members <200%
Members >200%

Catamount Health Admin
Members <200%
Members >200%

Catamount Program

Other
Immunizations Program
VDOL - employer assess
Marketing and Qutreach
Blueprint

Total Expenses

State Share of Expenses

Catamount Fund
Revenues
Catamount Health
Members <200%
Members >200%
Catamount ESI
Members <200%
Members >200%
Less Federal Share
Member Premiums- State share

Cigarette Tax - % of total
Floor Stock

Employer Assessment
interest

General Fund Transfer
11% Adjustment (>200%)

Other Revenue
Total Fund Revenue
Carryforward balances
Total Available Resources
Uses
Total Approps/Uses
Other/Adjustment to Vision

Fund Balance

GF Support of Catamount

FY2008 FY2009 FY2010 FY2011 Fy2012
~ Actual Actual Actual Est. Final Budgeted
3,593,323 21,965,784 31,258,773 36,315,217 37,583,124
3,845,009 8,327,448 13,951,713 17,286,247 14,894,418
121,883 720,889 866,035 1,128,644 1,549,861
136,425 354,566 476,220 500,744 1,093,183
1,688,833 1,278,217 1,254,021 1,554,749 2,171,888
1,270,333 905,626 921,509 . 1,142,276 887,315
10,665,805 33,552,530 48,728,271 ¢ 57,927,877 58,179,789
4,000,000 2,254,334 2,510,319 2,510,319 2,500,000
258,466 384,046 374,677 - 374,677 401,993
1,316,167 500,000 500,000 500,000 500,000
1,846,713 2,092,381 2,866,366 2,866,366 1,846,713
7,421,346 5,230,761 6,251,362 6,251,362 5,248,706
18,077,162 38,783,291 54,979,633 64,179,239 63,428,495
14,111,558 22,680,501 25,219,433 24,392,495 26,963,029
FY2008 FY2009 FY2010
Actual Actual Actual Est. Final Budgeted
399,085 3,633,837 4,773,771 5,311,846 5,118,571
1,028,066 2,656,838 3,939,864 4,773,426 4,933,526
30,864 225,965 305,240 345,284 356,157
67,134 160,898 252,161 270,294 441,156
(253,713) (2,474,701) (4,950,975 (6,788,257) (6,277,130)
1,271,436 4,002,836 4,320,061 3,912,593 4,572,280
8,686,425 9,361,695 9,995,005 10,289,455 10,048,500
29,329 348,117 341,858 - 600,000
5,421,491 6,378,000 7,233,000 9,316,000 9,800,000
333,887 125,951 17,785 2,843 -
3,500,000 - - - -

- - - - 1,277,100
17,971,132 16,213,764 17,587,648 19,608,298 21,725,600
19,242,568 20,216,600 21,907,709 23,520,891 26,297,880

4,644,780 9,775,791 7,311,891 793,641 2,211,889
23,887,349 29,992 391 29,219,599 24,314,532 28,509,769
14,111,558 22,680,501 28,425,958 21,961,191 24,350,693

: 141,452
9,775,791 7,311,891 793,641 2,211,889 4,159,076
3,600,000 - (3,206,525). 2,431,304 2,612,336
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