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Fiscal Impact Summary

FY 2013-2014

FY 2014-2015

FY 2015-2016

State Revenue
Cash Funds

Hospital Provider Fee Cash Fund See State Revenue section.
State Expenditures $303,562,067 $887,100,265 $1,052,051,864
Genera Fund (4,639,252) (13,482,148) (12,704,774)
Cash Funds

Hospital Provider Fee Cash Fund (157,114,465) (155,273,218) (152,125,737)
Federal Funds 465,315,784 1,055,855,631 1,216,882,375
FTE Position Change 17.8 FTE 20.0 FTE 20.0 FTE

Effective Date: Upon signature of the Governor, or upon becoming law without his signature.

Appropriation Summary for FY 2013-2014: See State Appropriations section.

Local Government Impact: SeeLoca Government Impact section.

Note: While all agencies were canvassed for the purposes of this fiscal note, not all departments
responded with completeinformation. Therefore, thisfiscal note should be considered preliminary.
It will berevised asnew information becomes available.

Summary of Legislation

This bill expands Medicaid eligibility from 100 percent of the federal poverty level (FPL)
to 133 percent for parents and caretaker relatives with dependent children (parents) and adults
without dependent children (AWDC). It also allows the state's share of costs for these digibility
groups, up to 133 percent of FPL, to be paid with Hospital Provider Fee Cash Fund moneys.

The bill aso repeals provisions of current law that allow the state to reduce, by rule,
eligibility or benefits for optional groups in the Medicaid or Children’'s Health Plan Plus (CHP+)
programsif thereareinsufficient hospital provider feecash fundsand matching federal funds. Under
current law, for parents, reductions are permitted for those with incomes of between 61 percent and
100 percent of FPL, and for AWDC, the state may reduce or eliminate the eligibility group entirely.
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Background

In 2010, the federal government adopted the Patient Protection and Affordable Care Act
(ACA), which setsforthanumber of requirementsthat affect Medicaid. Amongitsmany provisions
and beginning in 2014, ACA requires statesto increase the upper income limit or expand eligibility
for Medicaid to 133 percent of FPL or $14,856 for an individua and $30,657 for a family of
four in 2013. For the first three years, the federal government will pay the cost of expanding
eligibility. Beginning in FY 2016-17, the federal government will reduce its share gradually
until, in 2020, it covers 90 percent of expansion costs. Colorado's Medicaid program has several
eligibility groups, two of which already align with the upper incomelevelssetin ACA (childrenand
pregnant women).

Hospital provider fee expansions. House Bill 09-1293 authorized the state to collect
hospital provider fees (cash funds), in part, to increase Medicaid eligibility for certain "optional
groups." Thisincludesexpanding coveragefor parentsfrom the existing 60 percent to 100 percent
of FPL and, to the extent money is available, providing coverage to AWDC with incomes of up to
100 percent of FPL. Hospital provider fee revenueis aso currently used to:

» provide expanded eligibility in the children's health plan plus (CHP+) program from
205 percent of FPL to 250 percent of FPL;

* provideaMedicaid buy-in program for disabled adults and children from families with
incomes of up to 450 percent of FPL, which isin the process of being implemented;

e provide reimbursements to hospitals as provider payments and quality incentive
payments;

* increasesafety-net provider paymentsunder the Colorado Indigent Care Program (CICP)
to 100 percent of costs; and

* pay administrative costs.

Under current law, hospital provider fee revenue may also be used to provide 12 months of
continuous eligibility for children in Medicaid, which has not yet been implemented. The
Department of Health Care Policy and Financing (HCPF) has only partially implemented the
expansion of Medicaid authorized in current law under HB09-1293. Parents are currently funded
at 100 percent FPL. For AWDC, asof January 1, 2013, HCPF has expanded enrol|ment to10 percent
of FPL, and enrollment is capped at 10,000 individuals. Beginning in April 2013, HCPF plans to
enroll 3,000 persons from the AWDC waitlist and, as funding permits, enroll 1,250 persons each
subsequent month through September 2013.

Relationship between hospital provider fee expansions and ACA. In 2012, the United
States Supreme Court ruled that states must be ableto choose whether to participatein the Medicaid
expansion under ACA. The federal Centers for Medicare and Medicaid Services (CMS) has
provided guidanceto statesthat newly eligiblegroupsenrolled after March 2010, when A CA became
law, areaso eligible for the enhanced federal matching funds. However, to take advantage of these
funds for these existing groups, states must agree to fully implement expansion of Medicaid
eligibility to 133 percent of FPL. This ruling allows the state to finish implementing Medicaid
expansionsfor AWDC to 100 percent of FPL with federal funding if it choosesto expand eligibility
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for both parents and AWDC from between 101 percent and 133 percent of FPL. If thisoccurs, the
state will be ableto refinance costsfor parents with incomes between 61 percent and 100 percent of
FPL and all of the currently enrolled AWDC clients because these groups are considered to be
"newly eligible" and were enrolled after ACA took effect.

State Revenue

State revenue from hospital provider fees could change by allowing almost $160 millionin
expenditures currently paid with those funds to be refinanced with federal funds. The fee may be
reduced accordingly or the revenue may be appropriated for adifferent, authorized purpose, such as
implementing continuous eligibility.

State Expenditures

Overdl, thishill increases state expendituresby $303.6 millionand 17.8 FTEin FY 2013-14,
$887.1 million and 20.0 FTE in FY 2014-15, and $1.1 billion and 20.0 FTE in FY 2015-16.

Refinancing of Existing Clients

Beginning in FY 2013-14, this bill will shift $159.6 million in state expenditures per year
from the Hospital Provider Fee Cash Fund to federal funds. By implementing SB13-200, the state
isauthorized torefinancethe newly eligible groupsenrolled following the enactment of ACA. These
costs are currently shared equally between the Hospital Provider Fee Cash Fund and federal funds,
and will be refinanced to be paid entirely with federal funds. Costs are described in Table 1 and the
discussion that follows.

Table 1. Refinancing of Expenditures Under SB13-200

Cost Components FY 2013-14 FY 2014-15 FY 2015-16

Parents - 60% - 100% of FPL $126,587,703 $126,587,703 $126,587,703
AWDC - 0% to 10% of FPL, 10,000 cap 192,682,212 192,682,212 192,682,212
TOTAL CURRENT LAW $319,269,915 $319,269,915 $319,269,915
Hospital Provider Fee Cash Funds 159,634,958 159,634,958 159,634,958
Federal Funds 159,634,957 159,634,957 159,634,957
TOTAL UNDER SB13-200 $319,269,915 $319,269,915 $319,269,915
Hospital Provider Fee Cash Funds 0 0 0
Federal Funds 319,269,915 319,269,915 319,269,915

Parents. For FY 2013-14, HCPF has requested funding as shown in Table 1 to support an
estimated 45,195 clients. Thisincludes medical services premiumsin the amount of $113.3 million
and $13.3 million in mental health programs. Assuming the request would have been fully funded,
Senate Bill 13-200 would reduce hospital provider fee cash funds for this group by $63,293,852.
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AWDC. For FY 2013-14, HCPF has requested funding as shown in Table 1 to support an
estimated 18,938 clients. Thisincludes medical services premiumsin the amount of $167 million
and $25.7 million in mental health programs. Assuming the request would have been fully funded,
Senate Bill 13-200 would reduce hospital provider fee cash funds for this group by $96,341,106.

Expansion Populations

This bill will increase state expenditures by $303.6 million and 17.8 FTE for FY 2013-14,
$887.1 million and 20.0 FTE for FY 2014-15, and $1.1 billion and 20.0 FTE for FY 2015-16. Costs

are described in Table 2 and the discussion that follows.

Table 2. ExpendituresUnder SB13-200 for Expansion Populations
Cost Components FY 2013-14 FY 2014-15 FY 2015-16
HCPF
Personal Services - Salary $1,105,847 $1,206,379 $1,206,379
FTE 174 19.0 19.0
Personal Services - Benefits 191,469 211,686 221,415
Operating Expenses and Capital Outlay 107,407 18,050 18,050
Training 25,000 0 0
Leased Space 78,101 78,101 78,101
Legal Services 37,032 93,487 106,859
Professional Services 13,783 0 0
Program Administration 3,773,482 7,593,659 13,930,444
Medical Services Costs 301,353,572 886,744,988 1,045,336,701
Subtotal $306,685,693 $895,946,350 | $1,060,897,949
Department of Corrections (DOC)
Personal Services $23,546 $64,214 $64,214
FTE 0.4 1.0 1.0
Operating Expenses and Capital Outlay 4,703 950 950
Medical Services Costs (2,500,000) (5,000,000) (5,000,000)
Subtotal DOC ($2,471,751) (%4,934,836) (%$4,934,836)
Department of Human Services (DHS)
Mental Health Costs for Indigent ($651,875) ($3,911,249) ($3,911,249)
TOTAL* $303,562,067 $887,100,265 | $1,052,051,864

* This does not include costs or savings for the Department of Public Health and Environment, which are not

available as of thiswriting.
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HCPF. Overall, expansion populationswill increase costs for HCPF by $306.7 million and
17.4 FTE in FY 2013-14, $895.9 million and 19.0 FTE in FY 2014-15, and $1.1 billion and
19.0 FTE in FY 2015-16.

HCPF administrative costs. Administrative costs are required to manage the expansion
populations under SB13-200, as described in Table 3 and the discussion that follows.

Table3. HCPF Administrative Costs Under SB13-200 (break out of Table 2)

Cost Components FY 2013-14 FY 2014-15 FY 2015-16
Personal Services - Salary $1,105,847 $1,206,379 $1,206,379

FTE 174 19.0 19.0
Personal Services - Benefits 191,469 211,686 221,415
Operating Expenses and Capital Outlay 107,407 18,050 18,050
Leased Space 78,101 78,101 78,101
Legal Services 37,032 93,487 106,859
Training 25,000 0 0
Professional Services 13,783 0 0
TOTAL $1,558,639 $1,607,703 $1,630,804

Personal services, operating, capital outlay, and benefits costs are included for 19.0 FTE,
which are only required to fund the expansion of AWDC from 101 percent to 133 percent of FPL
and parents from 101 percent to 133 percent of FPL. Costs for expanding AWDC to 100 percent
FPL are already included in the budget for HCPF. Costsshown inthefiscal note are prorated in the
first year to account for the General Fund paydate shift. These FTE include personnel to provide
outreach, customer service, enrollment, contract management, financial analysisand accounting, and
guality/compliance activities. A full listing of the positions and functions is available through
Legidative Council Staff. Because of the large number of additional FTE required, leased space
costs of $78,101 per year are included, as well as training costs of $25,000 in the first year.

Legal services costsinclude the purchase of legal servicesfrom the Department of Law and
administrativelaw judge servicesfrom the Department of Personnel and Administration. Thesecosts
are based on an assumption that provider and client appeals will increase by 2.4 percent per year.
Professional services costsinclude one-time costsof $13,783in FY 2013-14 to install furnitureand
fixtures in the new leased space.

Caseload assumptionsfor program administration and medical servicespremiums. Costs
in the fiscal note are based on the following assumptions:

» caseload for expansion programs includes parents from 101 percent to 133 percent of
FPL and AWDC from the current fiscal year'slevel of 10 percent of FPL with acaseload
of 18,938 to 133 percent of FPL;



Page 6 SB13-200

March 13, 2013

» of thoseeligiblefor the expansion, atotal of 75 percent will beenrolled, whichwill occur
over athree-year phase-in period;

» caseload for expansion programs will increase by 61,394 in FY 2013-14; 161,525 in
FY 2014-15; and 186,777 in FY 2015-16;

» al new clients(casel oad) will beenrolled intheaccountabl e care coll aborative (managed
care) program within Medicaid;

» dligibility determinations and enrollment for parents will occur at the county level; and

» dligibility determinationsand enrollment for AWDC will be performed by the centralized
eligibility vendor.

Program administration. Program administrationincludescostsfor eigibility determination
and enrollment, and utilization review. Withintheeligibility determination and enrollment category
are costs for Medicaid identification cards, the Medicaid enrollment broker, county administration
(enrollment of clientsin the parents group) and hospital outstationing (enrollment of clientsfrom a
hospital setting). One-time systems changes are also required for the Medicad Management
Information System (MMI1YS). Utilization review includes the utilization review contract, statewide
data analytics contractor, and actuarial contracts. Costs are summarized in Table 4.

Table4. HCPF Program Administration Costs Under SB13-200 (Breakout of Table 2)

Cost Components FY 2013-14 FY 2014-15 FY 2015-16

Actuarial Contract $200,000 $250,000 $250,000
IT System Costs 201,600 0 0
Centralized Eligibility Vendor 678,240 1,745,040 8,025,045
Medicaid ID cards 10,624 26,674 30,298
Medicaid Enrollment Broker 198,954 499,520 567,387
Statewide Data Analytics Contractor 250,000 250,000 0
County Administration - Parents only 301,006 754,134 854,390
Hospital Outstationing 1,537,200 3,074,400 3,074,400
Utilization Review Contract 395,858 993,891 1,128,924
TOTAL $3,773,482 $7,593,659 $13,930,444

Medical servicescosts. Medical services costsinclude medical services premiums, mental
health costs, emergency medical services, and savings in the Old Age Pension (OAP) program.
Costs are described by group in Table 5 and the discussion that follows.
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Table5. HCPF Medical Services Costs Under SB13-200 (Breakout of Table 2)

Cost Components FY 2013-14 FY 2014-15 FY 2015-16

AWDC up to 100% of FPL $245,493,140 $722,897,136 $850,477,002
AWDC 101%-133% of FPL 40,770,601 119,728,834 140,859,061
Parents 101%-133% of FPL 16,375,445 47,896,117 56,348,538
Emergency Medica Services 460,025 1,717,928 3,021,579
OAP Program Savings (1,745,639) (5,495,027) (5,369,479)
TOTAL $301,353,572 $886,744,988 | $1,045,336,701

* AWDCupto100 percent of FPL. For FY 2013-14, caseload isanticipated to be 43,930,
with per capita medical services premiums of $4,980.29 and menta health costs of
$607.99. Caseloadis115,560inFY 2014-15, with per capitamedical servicespremiums
of $5,545.18 and mental health costs of $710.42. Caseload is 133,589 in FY 2015-16,
with per capita medical services premiums of $5,643.38 and mental health costs of
$722.99.

* AWDC 101 percent to 133 percent of FPL. For FY 2013-14, caseload is anticipated to
be 10,904, with per capita medical services premiums of $3,337.78 and mental health
costs of $401.27. Caseload is 28,684 in FY 2014-15, with per capita medical services
premiums of $3,706.27 and mental health costs of $467.79. Caseload is 33,159 in
FY 2015-16, with per capita medical servicespremiumsof $3,771.91 and mental health
costs of $476.08.

* Parents 101 percent to 133 percent of FPL. For FY 2013-14, caseload is anticipated to
be 6,534, with per capita medical services premiums of $2,242.74 and mental health
costs of $263.45. Caseload is 17,189 in FY 2014-15, with per capita medical services
premiums of $2,480.39 and mental health costs of $306.05. Caseload is 19,870 for
FY 2015-16, with per capitamedical services premiums of $2,524.38 and mental health
costs of $311.48.

* Emergency medical services. These hospital-based costs are eligible for a 50 percent
federal match and are for clients who are determined not to be eligible for Medicaid.
Caseload isanticipated to be 26 in FY 2013-14, with a per capitacost of $17,693.26. In
FY 2014-15, caseload is 92, with per capita costs of $18,673.13. In FY 2015-16,
caseload is 159, with per capita costs of $19,003.64.

* OAP Program savings. By increasing the income limit for Medicaid, certain OAP
clients will now become eligible for Medicaid faster than they would have otherwise.
AsOAP costsare currently paid with General Fund, the fiscal note showsthis change as
asavings.
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Department of Corrections (DOC). Under Medicaid rules, offenders with qualifying
incomes may be considered an AWDC following a hospital admission exceeding 24 hours. These
offenders are generally considered to have incomes of below 10 percent of FPL, but have been
unableto enroll in Medicaid because of the existing enrollment cap and waiting list. By expanding
the AWDC to 133 percent of FPL, HCPF will be able to remove the enrollment cap and many of
these offenders would become eligible for Medicaid for the duration of their hospital stay. This
allows DOC to shift a portion of its General Fund costs to Medicaid. Savings shown in Table 2,
above, are based on an assumption that half of the department’'s $10 million annual costs will be
refinanced with federal moneys, after an initial phase-in period. The DOC's current $10 millionin
medical costsfor hospital staysisbased on an average of 400 offenders per year. Personal services,
operating and capital outlay costsareincluded for 1.0 FTE to assist in the compl etion of applications
for these offenders. Costs are prorated in the first year to allow for a phase-in period.

Department of Human Services (DHS). Under SB13-200, certain DHS clients in the
Indigent Mental Health Care program will become éligiblefor Medicaid. Savings are based on the
assumption that half of the clientsin the 101 percent to 133 percent of FPL income category will
become eligible for Medicaid, reducing DHS expenditures for services and medication. First year
savings are based on an assumed implementation rate of 8.3 percent, due to the phase-in period.

Department of Public Health and Environment (DHPE). DPHE anticipates that the bill
will affect clients in its programs, some of whom may transition to Medicaid following the
expansion. TheseprogramsincludetheRyan White Careand Treatment Program, Refugee Program,
Immunization Program, Family Planning, and Breast and Cervical Cancer Screening Program. As
of thiswriting, an analysis of the department's costs has not been completed. Information will be
provided in arevised fiscal note as it becomes available.

L ocal Government I mpact

Costswill increase for counties to enroll parents from 101 percent to 133 percent of FPL in
Medicaid. Based on current assumptions on enrollment discussed above, thisamount is anticipated
to be $301,006 in FY 2013-14, $754,134in FY 2014-15, and $854,390 in FY 2015-16. These costs
do not include enrollment for AWDC asthese clientsare enrolled through the centralized eligibility
vendor.

It should be noted that implementation of ACA is likely to cause an increase in county
contact with personsalready eligible but not enrolled (EBNE) in Medicaid. These personsmay also
be determined eligiblefor other public assistance programs based on their incomes. These costsare
excluded from the fiscal note because they are assumed to be aresult of federal health carelaw and
not SB13-200. This analysis assumes that any increase in costs for counties for EBNE will be
addressed through the annual budget process.
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Departmental Differences

TheDepartment of Health Care Policy and Financingidentified atotal costsof $314,254,310
in FY 2013-14, $940,293,993in FY 2014-15, and $1,147,092,900 in FY 2015-16. The department
included items that are covered by current law or are aresult of implementing ACA rather than
SB13-200. For this reason, they have been excluded. Minor adjustments were also made to
calculationsin thefiscal note to conform to common policy amountsfor benefits and supplemental
retirement payments. The substantive differences between the fiscal note and HCPF's analysis are
asfollows:

» Eligible but not enrolled (EBNE) caseload costs were included in HCPF's estimate, but
arenotincludedinthisfiscal note. Thefiscal note agreeswith the computationsfor costs
for EBNE, but does not include them as they are eligible under current law and any
increase will be a result of the implementation of federal health care law. HCPF's
request total s$4,896,502 for FY 2013-14, $31,988,416for FY 2014-15, and $75,089,775
for FY 2015-16. Thisamount includes costs for Medicaid and CHP+ EBNE casel oad
and administrative costs. Unless an amendment is adopted to specifically addressthese
groups, the fiscal note assumes these costs will be addressed through the annual budget
process.

* Country training costs of $150,000 for FY 2013-14 only were included in HCPF's
estimate, but are not included in this fiscal note because they are related to the
implementation of federal health care law. Unless an amendment is adopted to
specifically address this cost, the fiscal note assumes these costs will be addressed
through the annual budget process.

»  County administration costsfor foster children wereincludedin HCPF'sestimateand are
not included in this fiscal note, because these costs are current law and related to the
implementation of federal health carelaw. In the absence of an amendment to SB13-200,
thefiscal note assumesthese costs can be addressed through the budget process. HCPF's
request included costs of $3,501 for FY 2013-14, $24,262 for FY 2014-15, and $47,987
for FY 2015-16.

» Continuous digibility costs were included in HCPF's estimate, but are not included in
thisfiscal note. The fiscal note assumes that the department could use hospital provider
feemoneysfor thispurposein accordancewith current law, but notesthisaction requires
an appropriation, which is not included in the language of SB13-200. If the General
Assembly does not provide this appropriation in this bill, the fiscal note assumes the
fund balance created by SB13-200 will result in areduction in the amount of hospital
provider fees collected. HCPF's estimateis $4,252,966 in FY 2013-14, $14,947,224in
FY 2014-15, and $15,439,914in FY 2015-16. Thisincludes caseload for all threefiscal
years and one-time changes to the Colorado Benefits Management System (CBMS) for
FY 2013-14.
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CHP+ refinancing savings of $33,239,340 in FY 2015-16 were included in HCPF's
estimate, but are not included inthisfiscal note becausethisisan appropriationsdecision
for afuture budget year for alineitem not addressed in SB13-200. Of the $33.2 million,
the department assumes areduction of $22,268,823 General Fund and $10,970,517 cash
funds from the Hospital Provider Fee Cash Fund. Unless an amendment is adopted to
specifically address this cost, the fiscal note assumes these costs will be addressed
through the annual budget process.

CHP+ program savings under Senate Bill 11-250 (which transitioned pregnant women
with incomes of up to 185 percent of FPL from CHP+ to Medicaid) were included
in HCPF's estimate, but are not included in this fiscal note because CHP+ is not
discussed in SB13-200 and these costs are part of current law. HCPF's estimate shows
areduction of $1,567,410 for FY 2013-14, $1,816,572 for FY 2014-15, and $1,935,559
for FY 2015-16. In the absence of an amendment, the fiscal note assumes these costs
will be addressed through the annual budget process.

The refinancing of existing newly eligible groups (parents 61 percent to100 percent of
FPL and AWDC to 10 percent of FPL within funding limits) shown in the fiscal note
(Table 1) was not included in HCPF's estimate. HCPF accounts for these funds, but
assumes they will be appropriated to fund the purposes shown in this Departmental
Differences section.

State Appropriations

For FY 2013-14, the bill requires the following adjustments in appropriations be made:

The Department of Health Care Policy and Financing requires an increase of
$306,685,693, including a reduction of $1,515,626 General Fund, a reduction of
$157,114,465 cash funds from the Hospital Provider Cash Fund, and an increase of
$465,315,784 federal funds and an alocation of 17.4 FTE;

The Department of Law requires $24,910 in reappropriated funds from the Department
of Health Care Policy and Financing;

The Department of Personnel and Administration requires $12,122 in reappropriated
funds from the Department of Health Care Policy and Financing;

The Department of Correctionsrequires areduction of $2,471,751 General Fund and an
alocation of 0.4 FTE; and

The Department of Human Services requires a reduction of $651,875 Genera Fund.

Departments Contacted
Corrections Counties
Health Care Policy and Financing Human Services

Local Affairs Public Heath and Environment



