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SUBJECT:  Fiscal Year 2007 Medicaid Expenditures '

Medicaid Expenditures

Medicaid expenditures in FY 2007 were $4.70 billion, an increase of 6.0 percent over the $4.43
billion spent last year. Final funding, based on the November 2006 Official Medicaid forecast
and budget amendments enacted during the 2006 and 2007 General Assembly sessions in
addition to administrative transfers, provided for 8.6 percent annual growth. At the fund level,
Medicaid general fund expenditures experienced 8.4 percent annual growth rate. DMAS’ final
appropriation provided for 11.4 percent annual general fund growth.

The growth in expenditures reflects the annual rate increases built into health care facility and
nursing home rates, increased utilization of community mental health services, as well as spending
initiatives enacted in the 2006 Appropriation Act increasing the number of slots in the MR and DD
waivers and providing reimbursement increases for hospitals, nursing facilities, physicians, and
providers of adult day care and skilled nursing services.

While there was significant overall growth in the Medicaid program, actual expenditures were
$112 million (2.3 percent) lower than funded. The lower than projected growth is due largely to
reductions in the average monthly Medicaid enrollment resulting from the federal citizenship and
identification (C&I) requirements implemented July 1, 2006. The following graph illustrates
monthly Medicaid enrollment with respect to the development of the FY 2007 Medicaid
expenditure projections.
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Monthly Medicaid Enrollment: Sept 2005 — July 2007
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As can be seen, the projections for FY 2007 were developed only two months after
implementation of the C&I requirements. At this point in time, there was significant uncertainty
surrounding the continued impact of these requirements. Information from Medicaid eligibility
specialists indicated that the downturn in enrollment was not a result of an increase in the
number individuals determined ineligible for services, but rather reflected increased application
processing timeframes and that an upturn in enrollment could be expected. As illustrated by the
graph above, the upturn did occur, however enroliment has not refurned to the July 2006 level.

Medicaid Recoveries

Medicaid recoveries, including revenues generated from revenue maximization efforts, were
projected to decrease by 4.6 percent this year; however actual recoveries collected by DMAS in.
FY 2007 represent an increase of 1.6 percent over FY 2006. Normal prior-year recoveries were
72.2 percent higher than last year; prior-year pharmacy rebate recoveries were 51.4 percent
lower than last year due to the implementation of Medicare Part D.

FAMIS, SCHIP and TDO Expenditures

This month’s report also includes a yearend analysis of FAMIS, Mechcazd Expansion (M-
SCHIP) and Temporary Detention Order (TDO) expenditures. As FAMIS, M-SCHIP and TDO
payments were running higher than original funded growth, funds were transferred from the
Medicaid program to cover payments through year-end. The attached report reflects funded
growth that includes funding adjustment transfers from the Medicaid program.
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cc: Ric Brown, Department of Planning and Budget
Joe Flores, Senate Finance Committee
Susan Massart, House Appropriations Committee
Seta Vandegrift/file :



Department of Medical Assistance Services

For State Fiscal Year 2007

Summary Report on Medicaid Expenditures / Recoveries

h 2 (&3 4 (5} (6) {7 8 (G (10}
Official Funding Current June 2007 Year-To-Date Funded Growth

Expense Forecast Adjustments Appropriation FY 2007 FY 20086 % Change FY 2007 FY 2006 % Change Final Approp
Managed Care 4,201,338,848 0 1,201,338,848 98,765,689 94,786,398 4.2% 1,190,958 577 1,001,040,149 9.2% 10.1%
Inpatient Hospital 763,086,074 0 763,086,074 131,828,823 117,348,038 12.3% 736,325,639 689,374,587 6.8% 10.7%
Cuipatient Hospital 109,437,225 0 109,437,225 10,042,888 10,511,430 -4 5% 105,546,508 115,024,648 -8.2% -4.9%
Physician Services 153,169,528 0 453,169,528 11,244,558 14,066,138 -20.1% 143,310,705 153,891,820 -6.9% -0.5%
Pharmaey 181,226,856 (718.654) 180,508,202 6,951,304 (3,633,863) -291.3% 175,865,313 340,502,448 -48.4% -47.0%
Medicare Premiums Part A8 B 200,027,671 0 200,027,674 16,500,067 15,873,547 3.9% 194,307,374 176,132,821 16.3% 13.6%
Medicare Prermiums Part D 155,714,873 0 155,714,873 12,988,679 47,704,174 ~72.8% 151,605,379 47,704,174 217.8% 226.4%
Dental Services 79,360,886 0 79,360,886 8,023,309 6,801,162 18.0% 80,698,203 55,624,772 45.1% 42.7%
Transportation Services 67,143,569 0 67,143,569 7,734,639 5,481,760 41.1% 67,054,128 63,165,164 6.2% 6.3%
All Other Services 187,891,990 (12,010,064} 175,881,926 14,536,831 13,508,002 8.8% 179.022,839 175,045,826 2.3% 0.5%
Total General Medicaid {45609) $3,098,397,521 {$12,728,718) $3,085,668,803 $318,616,785  $322,547,785 1.2% $3,024,695,855  $2,907,506,410 4.0% 6.1%
Nursing Facility 751,823,298 0 751,823,208 60,274,394 61,365,598 -1.8% 718,375,124 897,984,269 2.9% 7.7%
Home/Cmimty Waiver Services 620,627,785 (3,510,000} 817,117,785 56,798,335 48,994,571 15.9% 600,169,213 517,767,803 15.9% 19.2%
Other Long-Term Care 57,613,720 0 57,613,720 4,901,042 4,755,876 4.9% 53,455,592 48,864,309 9.4% 17.8%
Total Long-Term Care (45610) $1,430,064,803 {$3,510,000) $1,426,554,803 $122,063,772  $115,116,045 6.0% $1,371,999,930  $1,264,616,381 8.5% 12.8%
State Plan Option Services 20,486,003 15,142,413 35.3% 173,136,096 135,461,658 27.8%

Mental liiness Services 2,277,859 2,437,166 -6.5% 31,529,666 35,131,503 -10.3%

MHAR Case Management 7,254,527 7,732 558 5.2% 97,318,272 88,448,090 10.0%

Total Mental Health (45608) (11) $303,873,461 {$5,179,696} $298,693,765 $30,018,388 $25,312,137 18.6% $301,984,033 $2590,041,251 16.6%

‘Total Medicaid Expenditiras’ $4.832.335,7850 | (321,418414) 94810017371 1 $470,698,945 3462,975,067: A% o $4698,679,819 71 784,431,164,042 6.0%

Federal Funding $2,338,376,193 (13,881,707) $2,324,494,486 $231,974,420  $215,963,750 7.4% 2,279,084,706 2,198,317,846 37%

State Appropriation (12) $2,493,959,592 {7,536,707) $2,486,422 885 $238,724,525  $247,012,216 -3.4% 2,419,595,113 2,232.846,095 8.4%

Prior Year Recoveries/Rev Max (32,285,858) (500,000) {32,785,858) (8,535,328) 82,587 -10435.0% (39,797,415) {23,104,800) 72.2%

Prior Year Pharmacy Rebates (19,435,739) 0 {18,4390,739) (183,625) {817,860) -77.5% {14,983,625) {30,817.,860) -51.4%

Total Medicaid Recoverieés s (§5,125;597) 15 ($500,000) o (852,225,597} ($8,718,951Y = . (§735,273) ... 110B68%. {$54,784.040) 757 (353,922,660} wii1:6%

FAMIS Expondititres (44602). > $82,938.843" - $2,300,000; $85.238,845" 58,229,760 $6,847,817 $84:038.246° 71 $73,588,466" 4:2%

Federal Funding $53,810,248 1,600,600 $55,510,248 $5,370,220 $4,463,908 54,757,404 47,952,311 14.2% 15.8%
State Appropriation $29,028,595 700,000 $26,728,565 $2,859,549 $2,383,908 29,280,842 25,636,155 14.2% 16.0%
M-SCHIP Expenditures {(46801): 1 565,504,510 :$3.800,000° - $69;304.510° $6,223,6167 45,362,302 6% 167,822,788 :$58.230,336. 16.5% =i19.0%:
Federat Funding $42,677,931 2,500,000 $45,077,931 $4,045.857 $3,485,824 16.1% 44 089,209 37,852,324 16.5% 18.1%
State Appropriation $22,926,578 1,300,000 $24,226,578 $2,177,758 $1,876,479 16.1% 23,733,578 20,378,012 16.5% 18.9%
TDO Expenditires (32107} L$9.437,495 5. oo $300,000° 89,737,495 F i SERT A48 $636,8467 2.9% '$9,655,606 -$8i524,081" A33% 14.2%
State Appropriation $9,437,495 300,000 $9,737,495 $657,146 $638,8468 2.9% 9,655,696 8,524,981 13.3% 14.2%

(1) Official Medicaig Consensus Forecast, November 15, 2086,
(2) include actions taken during the 2007 General Assembly session and administrative FATS transfers. See Appendix A for details.

(3) £quals Officiat Forecast {1} plus/minus Funging Adjustraents {2).

{4} Expenditures for June 2007, per CARS database.
(6} Expenditures for June 2008, per CARS database.
(6) Percent increase/{decrease) in monihly expenditures from fiscal year 2006 (5) o fiscal year 2007 {4}
(7) Expenditures through Jung 2007, per CARS database.
(8) Expenditures through June 2006, per CARS database.
@) Percentincreasef{decrease) in year-fo-date expendiures from fiscal year 2008 {8) fo fiscat year 2007 (7).

(10) Percent insreasef{decrease) in curent funding {3) over total FY 2008 expenditures.
{11} The November 2006 consensus forecast was done at the aggregate ievet this vear fo

12} Includes approgpriation from the General Fund and Virginia Health Care Fund.

7 the Mentat Health category.



Department of Medical Assistance Services
Appendix A
Summary of FY 2007 Funding Adjustments to November 2006 Consensus Medicaid Forecast

Managed Care

tnpatient Hospital Services
CQutpatient Hospital Services
Physician Services
Pharmacy Services Governor's Iniroduced Budget
Medicare Premiums Parf A& B

Medicare Premiums Part D

Pental Services

‘fransportation Services

Governor's Introduced Budget

All Other Services

FATS #0022, 0024, 0030, 0032
FATS #0038, 0040

FATS #0047

FATS #0045

Nursing Facility Services

IHome/Community Waiver Services Conference Cmie Amendment #302 4C

Other Long-Term Care Services

|Mental Heailth Services Governce's Introduced Budget

Total Medicaid Expenditure Adiustments

Prior Year Recoveries / Revenue Maximization  Governor's Introduced Budget
Governor's Introduced Budget

Prior Year Pharmacy Rebates

$0
$0
80
$0
Modify the specially drug program {$718,654)
36
$D
30
%0
Correct funding o reflect proper accounting for family planning waiver ($190,000)
Transter funds from Medicaid to Administration cover the service costs of
contractors related to Disease State Management ($2,420,064)
Transfer of funds from Medicaid to cover shorifall in Title XX) Pregrams {$6,400,000}
Transfer of funds from Medicaid to cover shorifall in TDC ($300,000}
Transfer of federal funds from Medicaid to CSA {$3,000,000}
(812,010,064)
%0
Align funding for Alzheimer waives ($3,510,000)
Reclassification of funging 1o the proper service category ($5,179,696)
{$6,689,696)
30
Adjust funding for MR waiver to reflect slower than axpected discharges {$5,179,696)
frorm DMHMRSAS transformation initiatives
Reclassification of funding to the proper service category $5,179,666
$0
{891,418,414)
Revenue assumption adjustment $1,000,000
Revenues generated from modifications of Specially Drug program {$1,500,600}
{500,000}
$0

(8500,000)
FAMIS Expenditures FATS# 0038, 0041 Transfer of funds from Medicaid to cover shortfali in Titte XXI Programs $2,300,000
Fotal FAMIS Expenditure Adjustments’ 42,300,000
M-SCHIP Expenditures FATS#0039, 0042 Transfer of funds from Medicaid o cover shorifall in Title XXI Programs $3,600,000
[otal M:SCHIP Expénditire '$3,800,060"
FATS# 0037 Transfer of funds from Medicaid to cover shorifall in TDO

TDO Expenditures

|Totai fDO Expendiiure Adjustments

$300,000




