Department of Medical Assistance Services

PATRICK W. FINNERTY SUITE 1300

DIRECTOR 60D EAST BROAD STREET
RICHMOND, VA 23218
804/786-7933
March 14, 2007 800/343-0634 (TOD)
MEMORANDUM
TO: The Honorable Jody Wagner

The Honorable Marilyn B. Tavenper

FROM: Patrick W. Finnerty

SUBJECT:  February 2007 MedicatdExpendit

Summary
Medicaid expenditures through February are currently 6.0 percent above expenditures through

the same period last year. Current funding, based on the November 2005 Official Medicaid
forecast and budget amendments enacted during the 2006 General Assembly session, provides
for 8.8 percent annual growth. The updated Official Medicaid forecast and budget amendments
included in Governor Kaine’s Introduced Budget, projects 8.9 percent annual growth for FY
2007.

At the fund Jevel, Medicaid general fund expenditures are currently running at 9.1 percent annual
growth rate. DMAS’ current appropriation provides for 12.0 percent annual general fund
growth; the Governor’s Introduced Budget provides for 11.6 percent annual general fund growth.

General Medicaid (Acute Care) Services

Expenditures for acute care services are currently running 3.4% more than expenditures at this
time last year. Factors contributing to the slow growth include larger than projected decreases in
pharmacy expenditures associated with the new Medicare Part D program. Dental services, on
the other hand, have increased at a higher rate than projected.

Long-Term Care Services

Expenditures for long-term care services are currently 9.8% above expenditures at this time last
year. The higher nursing facility expenditures primarily reflect the annual rate adjustment, as
opposed to increases in utilization. The additional 335 MR waiver slots and 65 DD waiver slots
funded in the 2006 Appropriation Act and added effective July 1, 2006 are contributing
significantly to the growth in home and community-based waiver services.
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Mental Health Services

The significant increases and decreases in the subcategories reflect the changes in the
classification structure of mental health services which was not fully implemented until
September of last year. Overall, expenditures for mental health services are currently 16.4%
above expenditures at this time last year.

Medicaid Recoveries

Normal prior-year recoveries, including revenues generated from revenue maximization efforts,
are 54.9 percent higher than recoveries at this time last year, significantly above the funding in
the current Appropriation Act which assumed a 38.9 percent increase in prior-year recoveries or
the projections and budget amendments reflected in the Governor’s Introduced Budget which
revise that assumption to 28.2 percent. The transactions for prior-year pharmacy rebates have
not occurred yet.

ce: Ric Brown, Department of Planning and Budget
Joe Flores, Senate Finance Committee
Susan Massart, House Appropriations Committee
Seta Vandegrift/file
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