COLORADO DEPARTMENT OF HEALTH CARE POLICY & FINANCING

1570 Grant Street, Denver, CO 80203-1818 ¢ (303) 866-2993 ¢ (303) 866-4411 Fax # (303) 866-3883 TTY

Bill Ritter, Jr., Governor ® Joan Henneberry, Executive Director

November 2, 2009

The Honorable Moe Keller, Chairman
Joint Budget Committee

200 East 14th Avenue, Third Floor
Denver, CO 80203

Dear Senator Keller:

This letter is in response to the Department of ltHe€are Policy and Financing’s (the
Department) Legislative Request for Information #23

“The Department is requested to submit a repoti Joint Budget Committee by November 1,
2009 regarding the year-to-date per capita coststlie children served in the Children's Basic
Health Plan. The Department is requested to prowmefollowing information: (1) the current
caseload by capitation rate served in each HMO;tf2) contracted capitation rates for each aid
category; (3) the current number of children seriedthe self-funded network; and (4) the
current claim costs for the children served in siedf-funded network.”

The FY 2009-10 annualized year-to-date medicalgagita cost for children in the Children's
Basic Health Plan (the Plan) is $2,689.25. Howetlds per capita incorporates large claims
reconciliation payments between July and Septe2d@9 for FY 2007-08 and FY 2008-09. As
discussed in the Department’'s February 15, 2009g8udRequest, DI-3, the Department’s
contracted actuary began using data specific td’tag’s enrollees to establish the per member
per month costs in FY 2008-09. Prior to this timerollment and utilization data quality issues
prevented the actuary from using Plan specific tlat@stablish the base per member per month
cost annually, and the capitation rates were bgiageased by industry trend for the previous
four years. The rebasing of the capitation rateatked large increases in costs in both the sate’s
self-funded network and the HMOs. The increasiogt in the state’s self-funded network
rendered the capitation rates inadequate to cdneenttual claims costs, which has resulted in
large claims reconciliations. The state’s Admirasve Services Organization contract was re-
bid for FY 2008-09, which resulted in a change émdors and delays in claims reconciliations.
As such, the Department is currently closing the B®W07-08 reconciliations and is
approximately 9 months through the FY 2008-09 rediaion.

Of the $44,623,449 in payments for children’s medin FY 2009-10 through September,

$13,923,354 is solely due to reconciliation payradat prior years. The annualized per capita
cost omitting these reconciliation payments is $9,85. Based on estimates from the Plan’s
contracted actuary, the reconciliation paymentsukhalecrease substantially beginning in
October 2009 due to lower projected claims costthénlast quarter of FY 2008-09 and the
higher FY 2009-10 capitation rate.

“The mission of the Department of Health Care Policy & Financing is to improve access to cost-effective, quality health care services for Coloradans.”
Colorado.gov/hcpf
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Below are the Plan’s current contracted capitataias for children:

Final FY 2009-10 Self-Funded Child Monthly CapitatiRates

Age <101% FPL 101-150% FPL 150-205% FPL Combined
<2 $407.09 $406.43 $404.47 $405.76
2-5 $110.36 $109.87 $108.59 $109.47
6-18 $141.00 $140.26 $138.37 $140.00
Combined $163.53 $155.60 $171.58 $162.72

Final FY 2009-10 HMO Child Monthly Capitation Rates

Age <101% FPL 101-150% FPL 150-205% FPL Combined
<2 $235.89 $234.89 $230.37 $233.39
2-5 $109.77 $109.12 $106.47 $108.81
6-18 $105.19 $140.17 $136.77 $129.54
Combined $116.92 $140.90 $138.30 $133.49

Based on capitations paid in FY 2009-10, the Depamt estimates that 37.2% of current

enrollees in the Plan are in the state’s self-fundetwork and the remaining 62.8% are in an

HMO. Due to data and time constraints, the Depamntnis unable to provide caseload by rate
cell for each HMO at this time. The tables belowpthy the year-to-date count, amount, and

average for capitations paid in the self-fundedvoek and HMOs, compared to the combined

capitation rates. These tables show that the tgedate per member per month cost for children
in the self-funded network are below the projecteighted capitation rate, implying that there

are more enrollees in lower rate cells than pregctConversely, the year-to-date average per
member per month cost for the HMOs is higher ti@nveighted capitation, meaning that there
are fewer enrollees in the lower rate cells thameguted.

FY 2009-10 Self-Funded Child Monthly Capitationslbgome Range

Income Range Capitation Count) Paid Capitations Averag€ombined Capitation Rate
0-100% 19,086 $3,009,264.96 $157.67 $163.53
101-150% 33,048 $4,920,529.96 $148.89 $155.60
151-205% 23,655 $3,796,684.40 $160.50 $171.58
Total 75,789 | $11,726,479.32 | $154.73 $162.72

FY 2009-10 HMO Child Monthly Capitations by IncoRange
Income Range Capitation Counf Paid Capitations Avergg€ombined Capitation Rate

v

0-100% 25,008 $3,626,075.97 $145.00 $116.92
101-150% 61,317 $8,625,742.98 $140.67 $140.90
151-205% 41,892 $5,788,029.76 $138.17 $138.30

Total 128,217 | $18,039,848.71 | $140.70 $133.49




Legislative Request for Information #23
November 2, 2009
Page 3 of 4

For further information or additional questions concerning this report, please contact Jennifer St.
Peter at jennifer.st.peterostate.co.us or at 303-866-3982.

Sincerely,

Joan Henneberry
Executive Director

JH:jls
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Cc:  Representative Jack Pommer, Vice-Chairmant Boidget Committee
Senator Abel Tapia, Joint Budget Committee
Senator Al White, Joint Budget Committee
Representative Mark Ferrandino, Joint Budget Cobasnit
Representative Kent Lambert, Joint Budget Committee
Senator Brandon Shaffer, President of the Senate
Senator John Morse, Senate Majority Leader
Senator Josh Penry, Senate Minority Leader
Representative Terrance Carroll, Speaker of thesklou
Representative Paul Weissmann, House Majority Lreade
Representative Mike May, House Minority Leader
John Ziegler, Staff Director, JBC
Melodie Beck, JBC Analyst
Lorez Meinhold, Senior Policy Analyst for Healthr€aGovernor’s Office
Liza Fox, Policy Analyst for Health Care, GoversoOffice
Todd Saliman, Director, Office of State Planningl 8udgeting
Lisa Esgar, Deputy Director, Office of State Plangnand Budgeting
Luke Huwar, Budget Analyst, Office of State Plamghand Budgeting
Legislative Council Library (6 copies)
Colorado Senate (1 copy)
Colorado House of Representatives (1 copy)
State Library (4 copies)
Joan Henneberry, Executive Director
Sue Williamson, Deputy Director, Client and Comnyiielations Office
Sandeep Wadhwa, M.D, Deputy Director, Medical artP€ Program Administration
Office
John Bartholomew, Budget and Finance Office Directo
Phil Kalin, Center for Improving Value in Health @3 CIVHC) Director
Ginny Brown, Legislative Liaison
Lindy Wallace, Project Management Director
Joanne Lindsay, Public Information Officer
HCPF Budget Library, HCPF Budget Division



