COMMONWEALTH of VIRGINIA

Department of Medical Assistance Services

DIRECTOR 600 EAST BROAD STREET
RICHMOND, VA 23219

PATRICK W, FINNERTY SUITE 1300

804/786-7933
March 3, 2008 800/343-0634 (TDD)

MEMORANDUM

TO: The Honorable Jody Wagner
The Honorable Marilyn B. Tavenner

-/
FROM: Patrick W. Finnerty @M

SUBJECT:  February 2008 Medicaid Expenditures

Summary
Medicaid expenditures through February are currently 7.3 percent above expenditures through

the same period last year. The 2007 Official Medicaid forecast and budget amendments included
in Governor Kaine’s Introduced Budget provide for 7.1 percent annual growth for FY 2008. At
the fund level, Medicaid general fund expenditures through February are 8.3 percent above
expenditures through the same period last year. The Governor’s Introduced Budget funds 7.5
percent annual general fund growth for FY 2008.

In the month-to-month comparison, expenditures for February 2008 appear high in part because
February 2008 had five remittance cycles, whereas most months (including last February) have
four. However, this does not affect managed care payments, which occur only once per month.
If they continue at the level of February, they will equal or exceed the growth funded in the
introduced budget.

General Medicaid (Acute Care) Services
Expenditures for acute care services are currently running 4.4 percent above expenditures at this
time last year, in line with the revised forecast that projects 4.0 percent growth for the year.

Long-Term Care Services

Expenditures for long-term care services are currently 8.7 percent above expenditures at this time
last year, The increase in home and community waiver service expenditures is driven by the
additional 468 MR waiver slots and 100 DD waiver slots funded in the 2007 Appropriation Act
and added effective July 1, 2007. The decrease in nursing home expenditures is related to cost
settlements. While more settlements have been completed to date this year, the average add pay
has been significantly lower than last year, which included the $3.00 per day add-on that was in
effect from 7/1/05 to 6/30/06.
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Mental Health Services

Qutpatient and community-based mental health services continue to be one of the fastest
growing service categories in the Medicaid program. Expenditures for mental health services are
currently 29.2 percent above expenditures at this time last year. The updated forecast projects
26.1 percent growth for the year.

Medicaid Recoveries

Normal prior-year recoveries are currently 14.2 percent lower than recoveries at this time last
year. The funding in the Governor’s Introduced Budget assumes an increase in overall
recoveries of 23.4 percent. Given the large fluctuation in recoveries from month to month, and
the fact that the transactions for prior-year pharmacy rebates and revenues generated from
revenue maximization efforts have not occurred yet, the variance between year-to-date
recoveries and projected recoveries is not troublesome.

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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