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" Attachment C

MaineCare Return On Investment Analysis Phase lll Products/Services

Value of Annual Discounted Reduction in MaineCare Cost Less Proposed Annual MaineCare Investment in HealthinfoNet

Projected Annual Cost Reduction 1
Projected Annual Investment 2

investment less Exp. Reduction 3

Cumulative Return Balance 4

i Demonstration Phase

| Production Phase |
Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Total
$ - |$ 164,885|% 494655|9$ 824,425[% 1,648,850 % 3,297,701 [$ 4,122,126 | $10,552,643.12
$ 2,000,000 | $ - |$ 471,077]|% 663,077|$ 663077|$ 1,131855[% 1,131,855 $ 6,060,942.40
[ $ (2,000,000 $ 164,885[$ 23578]$ 161,348[$ 985773]% 2,165846 [$ 2,990,271 |
| $ (2,000,000)] $ (1,835,115)] $ (1,811,537)] $ (1,650,189)[ $ (664,416)] $ 1,501,430 [ $ 4,491,701 |

1. Discounted annual projected reductions in the growth of medical expenses carried over from modification schedule.
2. Value-Based annuai fees based on MaineCare's 30% proportion of health care expenses in State

3. Projected annuai cost reductions less projected annual HIN MaineCare fees and initial $2,000,000 investment
4. Cumulative total of investment less cost reduction for MaineCare as a Value-Based client of HealthinfoNet




Attachment D
Statewide Return On Investment Analysis- Phase Ill Products/Services

Value of Annual Projected Discounted Reduction in Statewide Cost Less Annual Investment in HealthinfoNet

i Demonstration Phase | Production Phase |
Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Total
Projected Annual Cost Reduction 1 $ - |$ 560171|% 1,680,512|% 2,800,854 | $ 5,601,708 | $ 11,203,415 | $14,004,269 | $ 35,850,928.63
Projected Annual Investment 2 $§ 5058798 |% 1,960,178 |$ 3,688,205|% 3,809,449 | $ 3,838,130 | $ 3,870,314 | $22,225,074.00
Investment less Exp. Reduction 3 [$ - |$ (4,498,627)|$ (279,666)] $ (887,351)| $ 1,792,259 | $ 7,365,285 | $10,133,955 |
Cumulative Return Balance 4 [ $ - | $ (4,498,627)| $ (4,778,293)| $ (5,665,644)| $ (3,873,386)| $ 3,491,900 | $13,625,855 |

1. Discounted annual projected reductions in annual medical expense

2. Projected annual costs of operation and capital investment for HealthinfoNet
3. Projected annual cost reductions less projected annual HIN investment

4. Cumulative total of investment less cost reduction for State of Maine

5. Expenses projected in years 3-6 include the interest expenses associated with borrowing $4.5 miliion at the start of year 3 to cover capital expense required to move to production phase.



TESTIMONY FOR APPROPRIATIONS AND FINANCIAL AFFAIRS
COMMITTEE AND HEALTH AND HUMAN SERVICES COMMITTEE
2-22-07

Senators Rotundo and Brannigan, Representatives Fischer and Perry, and members of the
committees, Good Afternoon. Iam Dr. Larry Anderson. As a practicing rheumatologist
in Portland, I helped provide care for Maine citizens with arthritis and related disorders
for 28 years. Today I am representing our local healthcare system, MaineHealth, where 1
am now doing work in quality improvement through our Physician-Hospital Organization
affiliated with the Maine Medical Center (the MMC PHO). I am here to make the case
for local care management for patients with chronic illnesses, a model different from the
$24 million line item in the proposed budget for the contract with Schaller-Anderson.
My goal for today is to impart to you the sense of urgency that I feel for adding more
support for improving the care of patients with chronic illness, not only to relieve the
burden of their suffering from the preventable complications of chronic illness but also to
address the considerable burden of the costs of caring for these complications.

In healthcare economics, we refer to the “20-80 rule”: the 20% of the population with
chronic illnesses account for 80% of healthcare costs. Commissioner Brenda Harvey
reported that the MaineCare budget has grown to $2.4 billion. To the extent that the 20-
80 rule applies, the costs of caring for chronic illness for MaineCare members in our state
approaches $2 billion annually. On last evening’s national news, we learned that the
national healthcare costs are on track to exceed $4 trillion annually, such that one out of
every five dollars will be spent on healthcare and, by the 20-80 rule, over $3.3 trillion
will be spent on chronic illness care.




The good news is that there are interventions, some under your control, that have the
potential to contain these rapidly escalating costs. To illustrate the point, [ will explain
the “50% rule” thatappli es to chronic illnesses like diabetes. This first graph displays the
nearly doubling of healthcare costs with the care we have as compared to the care we
need and could have if the best available science were applied with “ideal care.”

Impact of Preventive Care and
Outcomes on Cost of Diabetes Care

Complications

Preventive
Care

50% of these
complications could
have been prevented

Healthcare Costs ——

Only 50% of

o, recommended care is
100% 50% actually done
The ldeal Care The Care
50% 50%
We Need We Have Missing Patlent
Services Factors

The numbers are derived from two important studies reported in the New England
Journal of Medicine four years ago. The first study', from Denmark, demonstrated over a
50% reduction in the complications of diabetes in patients treated with ideal care
compared to usual care. In the second study?, from the RAND Corporation, we learned
that, in spite of the fact that the value of ideal care for diabetes is well known and
accepted, only 50% of ideal care is actually realized. The 50% shortfall in ideal care can
be roughly divided, 50% from missing services on the part of providers (such as busy
physicians and their practice teams failing or forgetting to order tests or provide the
correct medication) and 50% from patient factors (such as patients not changing lifestyle
or taking medication as directed). Today we will be addressing just the patient side of
this equation.

! Gaede EA, et al, “Multifactorial Intervention & Cardiovascular Disease in Patients with Type 2 Diabetes”
New England Journal of Medicine, Vol. 348, No. 5, January 30, 2003, pp. 383-393

> McGlynn EA, et al, “The Quality of Health Care Delivered to Adults in the United States,” New England
Journal of Medicine, Vol. 348, No. 26, June 26, 2003, pp. 2635-2645
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Achieving engagement of the patients (and their families) requires an intense effort in
education and motivation for patients to leam the skills of self management and to accept
responsibility for doing their part to stay as healthy as possible. Who can accomplish this
task? Since surveys confirm high trust in one’s physician, the responsibility logically lies
with the patient’s physician and practice team, most of whom simply do not have
adequate time in the busy practice day to do this well. This time-intensive effort is best
accomplished by a practice team member with dedicated time, such as a nurse care

manager.

The most common care management model in use today is long-distance telephonic
contact by a care manager who specializes in one disease such as diabetes or
cardiovascular disease and who focuses on utilization management. Atthe MMC PHO
we offer a different model: in our model, a generalist, practice-based nurse care manager
works with the physician and the patient to focus on reducing the gaps in ideal, evidence-
based care for patients who often have more than one illness. Introduction and
endorsement of the care manager by the physician leverages the patient’s trust in the
practice team. The care managers more quickly and completely gain trust from the
patients through personalized, face-to-face contact than can be expected through long-
distance telephonic contact. Trained in the care of chronic illness and highly skilled in
motivational interviewing, these compassionate nurse care managers, with dedicated
time, are best positioned to solve the conundrum of the patients who are persistently
unwilling or unable to assume responsibility for their role in maintaining or restoring
their health.

Supported by the MMC PHO, our care managers serve all patients, including MaineCare,
Medicare, the commercially-insured, and the uninsured, and are offered to all of our
primary care practices, at no charge to the patient or to the practice.

We have a three-year experience with this care management model, now with 20 RN care
managers who serve 67 practices and 219 physicians. Because of the association with the
physician and practice team, our care managers experience an 84% acceptance rate by the
patients, much higher than other models. Over 2,500 patients (11% of these are
MaineCare members) of our PHO primary care physicians are now being actively care
managed.

The following graphs illustrate the significant gains in the processes of diabetes care that
can be demonstrated on the part of our physicians from our PHO program, with the red
arrows indicating comparison with national benchmarks, when available. One can also
see that those patients whose care included our care managers come closest to achieving

the ideal care we are seeking.




Improved Processsof Care for Diabetes ‘

Testing for Blood Sugar Control

Testing for LDL (“bad cholesterol”)
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Most importantly, we can demonstrate significant gains in the outcomes of diabetes care,
shown on the graph below. The goal is to treat the “ABC’s” of diabetes “to target”: the
Alc indicator of blood sugar control, Blood pressurgand LDL (the “bad” Cholesterol).
Controlling these risk factors, along with treatment with aspirin, will reduce the short-
term (heart attack and stroke) and long-term (kidney failure, blindness, and amputation)
complications of diabetes. Especially important is the right-hand column demonstrating
the 46% reduction in the percentage of patients with dangerously high Alc levels, the
patients most at risk for heart attack and stroke

Improved Qutcomes in Diabetes
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These data, indicating trends towards ideal care, translate to reduced suffering and cost
savings from averted future complications of diabetes.

We in the healthcare industry and you as legislators need to shift our focus from treating
chronic illness to keeping people healthy and preventing chronic illnesses and their
complications. To the extent that we continue to shortchange necessary funding of
preventive services in the budget crunch to meet the need for illness treatment, we
perpetuate the dangerous upward spiral of healthcare costs. Given the evidence behind
and the logic of the 20-80 and 50% rules and “penny-wise, pound-foolish” wisdom, it
seems unwise that line items in the proposed budget include double digit millions for
preventive services like patient care management and runaway billions for illness
treatment, billions that will eventually become unaffordable unless we place more value
on prevention.




Budget allocation for care management of chronic illnesses for MaineCare members is an
important first step. To implement a coordinated care management program, the firm
engaged by the department should work closely with organizations with programs
already in place, like the MMC PHO. Next steps to consider include authorizing care
management for MaineCare members as a reimbursable service to facilitate state wide
implementation of a local, practice-based care management model like that of the MMC
PHO.

In summary, we urge that you consider these points in your deliberations surrounding the
MaineCare budget:
o Healthcare dollars invested upfront for improving prevention in chronic illness
care will result in significant downstream savings
o Sparing patient suffering
o Reducing the high costs of treating the complications of chronic illness
o The patient side of improving preventive care can be strengthened significantly
with dedicated and compassionate nurse care managers committed to improving
the health status of the community.
e Success in engaging patients may be enhanced with local, physician-endorsed,
practice-based care managers.

Larry G. Anderson, MD

Director of Quality Improvement, MaineHealth
Senior Director, Quality Improvement and
Medical Affairs, MMC-PHO

443 Congress Street, 5th Floor

Portland, Maine 04101

Phone 207-771-2004 ext 227

FAX 207-771-2005

e-mail anderlar@mmc.org



ARTHRITIS
FOUNDATION®

Take Control. \We Can Help™ NORTHERN AND SOUTHERN NEW ENGLAND CHAPTER
Stephen Evangelista
President & CEO
35 Cold Spring Road, Suite 411
Rocky Hill, CT 06067-3166
TELEPHONE: (860) 563-1177
TOLL-FREE: (800) 541-8350
FAX: (860) 563-6018
EMAIL: sevangel@arthritis.org

May 24, 2007
Dear Sir or Madam,

It has come to my attention that the Maine Legislature through the Appropriations Committee is
moving to adopt legislation that would limit MaineCare patients to four Brand Name prescriptions
per month. As the President and CEO of the Arthritis Foundation for Northern and Southern New
England, I ask that you not consider such legislation for the following reasons:

In the poorest and most vulnerable population, convincing people to remain compliant on their
medications can be challenging; restrictive policies will only make it more difficult for these patients
to maintain their medicines and to refill others.

Medicaid patients who are diagnosed with chronic and/or multiple conditions, such as diabetes and its
related complications, will be most impacted.

In addition to jeopardizing the health of MaineCare patients, the limitation on treatment and the
resulting noncompliance of medicinal therapy could increase acute care and long term care Medicaid
expenditures, costing the state more money in the long-run.

Lastly, disruption of existing treatments can result in adverse health consequences and increase health
care costs.

Again, I urge you not to consider such legislation as it would impact the most vulnerable population
and prior studies show it would have negative clinical outcomes.

Sincerely,

gt Tiapelt

President and CEO




State of Maine

Department of Health and Human Services
And

Office of Information Technology,

Department of Administrative and Financial Services

Memorandum
To:  Senator Margaret Rotundo, Chair, Representative Jeremy Fischer, Chair and Joint
Standing Committee on Appropriations and Financial Affairs
Senator Joseph Brannigan, Chair, Representative Anne Perry, Chair and Joint
Standing Committee on Health and Human Services

From: DHHS Commissioner Brenda Harvey; Tony Marple, Director, OMS, DHHS;
DHHS Deputy Commissioner Kirsten Figueroa

Cc:  DAFS Commissioner Rebecca Wyke; Richard B. Thompson, CIO, OIT, DAFS
Date:  April 20%, 2007

Re:  Monthly MECMS and Fiscal Agent Progress Report for Activities through
March 2007

Executive Summary
Federal Funding Update

DHHS and CNSI have agreed upon an operations and limited development contract that
has received the endorsement from the Centers for Medicare and Medicaid Services
(CMS). CMS also continues to be in close communication with DHHS as efforts continue
on the transition to procuring a new MMIS system and fiscal agent operating model.

On April 18, 2007 CMS approved the “Planning Advance Planning Document” (PAPD)
which was submitted the first week of April. The PAPD highlights the State’s approach to
all activities related to the planning and procurement of the new MMIS and fiscal agent
contract. As areminder, CMS partnership, including federal financial participation, is
absolutely essential to any migration to the proposed fiscal agent model. This CMS
approval provides DHHS with federal matching of 90/10 for all “planning” activities that
will be performed.

Fiscal Agent Transition

DHHS is preparing for the transition to a new MMIS (currently MECMS) application and
transition of most claims processing functions to a Fiscal Agent. This is expected to be a
very complex, time and resource consuming effort. The current timeline for this transition
would be no less than 18 months (typically 24-36 months). This plan was developed to
address the usual and customary timeframes and costs, but it is DHHS’ intention to move




this work with urgency and focus. During this time period, it is expected that MECMS will
continue to operate as the core claims processing engine for MaineCare.

The following short term milestones have been established for the Fiscal Agent Planning
effort and will be tracked and updated each month in this report.

Planning APD 5/15/07 4/9/07 4/18/07
Develop IAPD 9/3/07 @
RFP Preparation 1017107
Complete @
Proposal Scoring 317108
and Vendor @
Selection
Contract 4/30/08
Negotiations @
Complete
)
MMIS Development 6/2/08
Project Begins @

Milestone Descriptions:

o Planning APD: The date on which the development of the “Planning Advance
Planning Document” (PAPD) is completed. The PAPD highlights the State’s
approach to all activities related to the planning and procurement of the new MMIS
and fiscal agent contract and secures federal match of 90/10.

e Develop IAPD: The date on which the Implementation Advance Planning
Document (IAPD) is completed. The IPAD includes all information for CMS’
review and approval for activities and costs associated with the design,
development and implementation of the new MMIS system development effort and
fiscal agent contract. :

o RFP Preparation Complete: Date on which the Request for Proposal (RFP) will
be completed by the State and submitted to CMS for review and approval prior to
distribution to the vendor community.

o Proposal Scoring and Vendor Selection Complete: The date on which the State
will have completed its scoring of proposals submitted and the winning vendor is
S selected.

e e Contract Negotiations Complete: The date that the selected vendor has completed
negotiations with the State of Maine, resulting in a signed contract for the




development of the MMIS system and transition to the Fiscal Agent operating
model.

MMIS Development Project Begins: The date on which the development of the
new Medicaid Management Information System (MMIS) transfer system will

begin.

MECMS Update

Claims Processing Throughput

MECMS Throughput reached its highest auto-adjudication rate to date in February
and March. The weekly claims adjudication rate (Paid + Denied claims) reached and
exceeded 95% processing performance during the past two month.

o The claims turn-around-time performance dipped slightly in March to 96% of all
“fresh claims” processed within 14 calendar days after reaching an all-time high
in February of 97.3%. Also, MECMS and the claims unit staff were able to process
97.3% of all new claims within 30 calendar days in March after posting 98.3%
performance rate in February. Commercial industry standard is 99% of claims
processed within 30 calendar days.

e Claims volumes remained relatively consistent and no new production issues surfaced
during the months of February and March.

Suspended Claims
Suspended claims inventory have been reduced to 63,961

However, 22.2% of suspended claims have been suspended in the system for 330
days or more, with a billed charges value of nearly $15.1M.

This performance and level of stability is expected to continue until such time as
key MECMS production patches can be implemented, which should allow more

suspended claims to be resolved, therefore reducing the overall inventory.

Interim Payments

The Interim Payment team continues to produce incremental reductions in total
outstanding interim payment balances.

Through April 20th, the balance of interim payments made to providers stands at
$522.6 million.

For the same timeframe, $339 million (65%) of interim payments have been
recovered.

Providers accounting for $69.5 million in interim payment balances are in a
recovery plan.

The pre-2006 claims hold functionality was implemented successfully in
MECMS on March 28th. The recovery results of the first cycle in which pre-2006
claims were held amounted to $158,832 recovered from 116 claims.

A production patch to extend the hold date to all claims submitted with dates of
service prior to 10/1/2006, for Providers with interim balances, is being tested and
will be implemented within the next month.
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System Initiatives

DHHS and CNSI have contractually agreed upon a scope of work that will repair some of
MECMS more critical outstanding defects. The scope of work includes nine system
initiatives that are going to be defined, developed and implemented by CNSI and the
MECMS Team over the coming months. The following table lists the system initiatives,
provides a brief description of the repair effort, updates progress on targeted
implementation dates and highlights overall initiative status. The MECMS Team is
working aggressively with CNSI to improve all target dates provided in this table.

y Implemented

Claims Hold hold any claim with a date of successfully.
service before 2006 for any Ongoing results
Provider with a balance of un- continue to be
returned interim payments. monitored closely.

J-Codes Allow MECMS to identify J Codes 8/7/07 Currently finishing
by a corresponding National Drug User Acceptance
Code (NDC) so that rebates can Testing
be collected.

Voids Provide MECMS with the ability to 10/1/07 Complex scope
process void claims submitted by defined, Technical
providers, as well as allow system Design Plan under
initiated voids of individual or @ review
batches of claims.

Limits Correct MECMS logic that TBD Planning expected to
incorrectly adjudicates claims @ be completed by
involving benefit or payment 5/15/07
limits,

EPF The correction of processing 177108 Planning Completed
defects that cause claims to drop 4/17/07, scope and
into a status of "edits processing requirements
failures”, defined

Modifiers Repair existing issues of incorrect 1/7/08 Planning Completed
jdentification of certain modifiers 4/17/07, scope and
and correct the process of storing requirements
the sequence of modifiers as they defined
are on a claim.

Cost of Care | The scope of Cost of Care (COC) Planning expected to
is limited to COC calculation and TBD @ be completed by
application issues within the 5/15/07
MECMS system only. COC issues
having to do with interfaces (e.g.,

WELFRE) are out of scope for
this project

Adjustments | Provide MECMS the ability to Planning expected to
process adjustment claims, as be extend beyond
well as conduct system initiated TBD 5/15/07
mass adjustments.

Co-Pays Full scope is still TBD. Work is TBD Planning and
being conducted to understand @ scoping is expected
MaineCare policy specification to be completed by
and current MECMS co-pay logic. 5115107




Other Initiatives

o The new CMS 1500 form is being accommodated by a data entry solution that will
have no impact to MECMS. Goold Health, MECMS data entry vendor, will be able to
provide a work-around using their keying software to accommodate the new form
changes. This solution is expected to be operational ahead of CMS’ new
implementation date of July 1%, 2007

e The CMS 2082 Report requires the submission of five files to CMS on a quarterly
basis. MECMS has been unable to produce this report since the January 2005 go-live
date. The MECMS team, working with the Decision Support System is now close to
finalizing the missing extracts that should complete the 2082 file submissions.

e MR standardized rates are due to be applied July 1%, 2007. The MECMS team is
currently working with the mental retardation subject matter and technical experts to
outline the testing expectations and process for ensuring MECMS ability to
accommodate the standardized rate changes.

o Production Patches are being carefully considered for their utility and potential impact
on the system and its processing capabilities.

Past Expenditures

e Since August 2001 when the State entered into a contract with CNSI, approximately
$53MM has been expended on the MECMS project.
o $29MM has been paid to CNSI
$19.9 million for development of MECMS to date
@ $9 million for operations of MECMS.
o Approximately $17MM has been paid to other contractors brought in to
supplant CNSIL.
o Of the $53MM, $23.6MM of general funds has been expended, including $13.9MM
that would have been federal dollars under an approved APD.

MECMS Update April 20™, 2007

Claims Processing Performance

e The data, charts and graphs provided within the attachment to this document
contain detailed information related to Claims Processing Throughput, Suspended
Claims Inventory and Interim Payments.
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MECMS Monthly Progress Report

Attachment 1: Performance Recap, Trends and Supporting Analysis

System Throughput

Total Claims Processed - March 2007

| 621,881 |

591,860

Total System Adjudicated | 563,777

.  Paid| 494,748
G ~‘Denied] 69,029
Suspended | 28,083
Remaining Backlog 3,021

Recycled Claims

Total System Adjudicated

Adjudicated butnotreleased ]

 Paid| 8738 29%
T o e o " Denied| 16,270 54%
Suspended Sy 5,013 17%

$3,083,339

$10,172,077

Highlights

%y, System Auto-Adjudication remained

strong during March with 95% of all
incoming fresh claims being processed
immediately by the system without manual
intervention. :However, the total volume of
claims currently held in MECMS increased
again to a total of $10,172,077 in the past

month.

April 20, 2007




MECMS Monthly Progress Report —

Attachment 1: Performance Recap, Trends and Supporting Analysis
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N " Highlights

Claims Turn-Around-Time djpped

slightly in March, processing 96

of all "fresh claims" within 14
calendar days of receipt.




MECMS Monthly Progress Report
Attachment 1: Performance Recap, Trends and Supporting Analysis

Total Suspended Inventory ~ Total |  $Value
February '07 61,462 $71,108,866
March '07 63,961 $72,135,706
Change: 22499 | $1,026,840

Highlights

54% of all suspended claims are
less than 90 days old. - However,
22.2% of all suspended claims are
#5> - more then 331 days old.

As of April 2nd, 2007

Days Claim Inventory | % of Total Inven Eilled Charges

0-30 21,827 255N $20,049,857.30

31-60 7,353 $9,247,124.13

61-90 5,368 $6,624,293.58

91-120 3,807 $4,562,686.70 .

121-150 2,566 $2,364,776.44 3.3%

151-180 2,485 . 3.8%
Subtotal 43,406 67.9% 63.2%

181-210 1,448 2.3% 2.5%

211-240 1,180 1.8% ; 3.6%

241-270 1,070 1.7% /2,293,222 12 3.2%

271-300 1,009 1.7% J $1,876,358.28 2.6%

301-330 1,544 24% § | $2,855,982.40 4.0%

331+ 14,214 @@ $15,110,890.59 20.9%
Subtotal 20,555 3 $26,551,324.73 36.8%

April 20", 2007




MECMS Monthly Progress Report e
Attachment 1: Performance Recap, Trends and Supporting Analysis

IPRT Weekly Snapshot Week Ending: April 20, 2007
Summary by Provider Recapture Initiative Cycle week #42
Gl . As of April 20; 2007
S [ Countof . f . ['Recapturesand[ T T e e e R T
Type oo Providers | interim Payments' |~ -Returns | ‘Agreements | Research .| Pending | ‘Balance | ‘Suspended Claims
High Impact 156 $ 78,098,050 | $ 58,735965 |§ 12,494,753 |3 6,867,331 % - 1% 19,362,085 % 913,526
Letter 2 Release 820 $ 190,754,131 1%  117,088,6431$% 27,579,268 | § 46,086,221 | § - |$ 7366548815 7,837,558
Ad-Hoc Recoveries 132 $ 14,582,490 | § 11,644,260 | § 206,088 | § 2,732,163 | § - 1§ 2938231]% 976,522
Schools 257 $ 12,131,177 | § 11,379,553 | § 751,624 | § - 13 - |3 751,624 | % 13,681
MR Provider Recovery 674 $ 135832655 | § 105365144 |§ 14,108,395 | § 15540,008|% 819,108 |$ 30,467,510 | 3,652,159
Phase 1il Recovery 2,455 $ 81,011,284 | § 31,093,538 | § 14,091,625 | $ 13,119,877 | § 22,706,245 | § 49,917,746 | § 35,704,938
Pilot Recoveries 28 $ 10,254,327 | $ . $ 71% 1,776,361 | % 356,905 | $ 0131 % 767,692
Total : . 4,522 $: 522,664,114 | $'¢ 343,211,41 69,448,478 D)5 86,121,960 | $ 23,882,259 179,452 98 DY JRE 049,866,076

N

Highlights \ Highlights
. Of the $179.4M remaining to be collected,
{7
65% ($3.:i9M) of Interim appoximately $69.5 are under agreement
Payments issued have been to be repaid
either Recaptured or Returned P
to the State.

April 20", 2007 9
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To:
From:

- STATE OF MAINE
GOVERNOR'S OFFICE OF HEALTH PoLICY AND FINANCE
15 STATE HOUSE STATION

& %
AUGUSTA, MAINE 04333-0078 . .
- DirigoHealth

TRISH RILEY

ELiIAS BALDACCI
DIRECTOR

GOVERNOR

.Appropriations and Financial Affairs Committee
Trish Riley and Karynlee Harrington

Subject:  Funding the MaineCare Parent Expansion

Date:

- Monday, May 07, 2007

"R

Please find outlined below our response to the questions raised last Friday afternoon.

Q:

Does Dirigo prohibit SOP funds from paying for MaineCare parents?

‘ Diﬁgo initially prohibited payment of MaineCare with SOP funds but that was

- revised in 2005. However, concerns continued about the feasibility of using SOP
funds to match Medicaid for those who go directly to MaineCare and not through a
Dirigo business. As a result, the Dirigo Health Agency agreed to continue to fund .
MaineCare expansion parents with state, not SOP, funds. (Please refer to the
attached memo from Karynlee Harrington dated January 24, 2006) In addition the
Legislature established the Savings Offset Payments Working Group in L.D 1577
(Chapter 400, Part B, Sec B-1), charged with defining “subsidy” within the Dirigo
Health Program. The law states that the SOP funds the subsidy. That working
group developed a definition of subsidy that does not include the cost of the parents
that go directly to MaineCare.(Please find attached the Final Report to the Dirigo
Health Agency, Board of Directors by the Savings Offset Payment Working Group,
October 21, 2005.) ‘

In summary, while the law was amended to allow SOP funds to fund MaineCare
expansion parents, the Legislature asked Dirigo to assure that no SOP funds were so
spent and further created a workgroup that reinforced the concern that SOP funds
should not fund Dirigo parents unless they come through Dirigo employers

What is the current language in statue specific to the parent expansion?

The language that created the parent expansioh is found in 22 MRSA §3174-
G(I)(E)): : |

The parent or caretaker relative of a child described in paragraph B or D when the
child's family income is equal to or below 200% of the nonfarm income official

Working For Maine *




poverty line, subject to adjustment by the commissioner under this paragraph.
Medicaid services provided under this paragraph must be provided within the
limits of the program budget. Funds appropriated for services under this
paragraph must include an annual inflationary adjustment equivalent to the rate of
inflation in the Medicaid program. On a quarterly basis, the commissioner shall
determine the fiscal status of program expenditures under this paragraph. If the
commissioner determines that expenditures will exceed the funds available to
provide Medicaid coverage pursuant to this paragraph, the commissioner must -
adjust the income eligibility limit for new applicants to the extent necessary to
operate the program within the program budget. If, after an adjustment has
occurred pursuant to this paragraph expendltures fall below the program budget,
the commissioner must raise the income eligibility limit to the extent necessary to
provide services to as many eligible persons as possible within the fiscal
constraints of the program budget, as long as the income limit does not exceed
200% of the nonfarm income official poverty line; and [2003, c. 469, Pt. A, §5
(amd); c. 673, Pt. Y §3 (aﬁ) ] '

We would be happy to answer any additional questions.



Dirigo Health Monthly Numbers April 2007
Reported by Dirigo Health Agency 05/01/2007

] Total Members Served, DC + Parents 25288
I New DC Members 528

] New Parents 72

I Tatal Enrolled DC Members 14138
] Total Enrolled Parents 5414
I Total Enrolled DC Small Groups 732

Discount Level Distribution
Total Enralled DCMembers

A,62,1%

F,2510,18%

E,627,4%

D, 1416, 10%

C,2258, 16%

B,7290,52%

Employer Type Distribution
TotalEnroiled DC Members

SuoleProp, 3875,
27%

Individual, 6751,
48%

Small Group,
3543,25%
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Notes:

1. Total Members Served refers to the total number of members ever enrolied (beginning 01/01/2005) for any period of time in the DirigoChoice or MaineCare Parent Expansion programs
2, Total New Members refers to the number of new members enrolled in the reporting month.
3. Total Enrolled Members refers to the number of members currently enrolled in the reporting month.

4. Current report does not include April Parent Expansion numbers.




Maine Department of Health and Human Services
Commissioner’s Office
11 State House Station
Augusta, ME 04333-0011

John Elias Baldacci R : , : Brenda M. Harvey
Governor ‘ Commissioner

To:

From: "

March 28, 2007

Senator Margaret Rotundo, Chair
Representative Jeremy R. Flsher Chair
Members of the Jomt Standlng Committee on Appropriations and Frnanctal Affairs

Senator Joseph C. Branmgan Chair
 Representative Anne C. Perry, Chair
Members of thejomt Standlng Committee on Health and Human Services

Brenda M. Harvey, Commissioner

S'ubject.: : Summary of transfers to the Department of Health and Human Services from the Dirigo Health Agency .

The following summarizes the revenue transfers related to the expansion of parents to the Department of Health
and Human from the Dirigo-Health Agency. The change package entries on pages 53 and 78 are meant to align
actual transfers with'the allocations. :

The parent expanSIon coverlng parents with federal poverty levels of 151 -200%, occurred asa result of

- PL 2003, chapter 4869, and started i in May 2005

For the period May 2005 through June 2006 $2.7MM for parent expansion costs was transferred to
DHHS. This is the state share of charges pald to providers, pharmacy charges; and hospital costs. This:
timeframe was recently reconciled to ensure all costs paid through MECMS have been included. As a
result of this true up, Dirigo Health Agency will transfer an additional $178,269 to DHHS.

"For the period July 2006 through December 2006 (January 2007 for pharmacy) 32 1MM for parent

expansion costs was transferred to DHHS.

In fiscal year 2005, $2.1MM in administrative dollars were transferred to DHHS to be used for eligibility
determination staff, member services, contractual items, and an eligibility liaison. Approximately $168,000
remains, and are anticipated to be used to cover the costs of an EQRO review.

Approximately $12 9MM in total costs, state and federal, have been expended for this expansion group.

In FY07, parent expansion populatron has averaged 5, OOO people.

Through December 2006 (January 2007 for pharmacy) DHHS has brlled the Dirigo Health Agency for all charges
DHHS has paid for relatlng to parent expansion. If it-hasn't come through MECMS or MEPOPS, we haven't yet
billed Dirigo, but we've billed them for everything that has. Parent expansion costs (charges paid to providers and
hospital costs) will be invoiced to Dirigo Health Agency quarterly. Dirigo Health Agency will continue to transfer
pharmacy costs monthly upon receipt of the MEPOPS report.

Our vision is Maine people living safe, healthy and productive lives.

Phone: (207) 287-3707 ' v Fax: (207) 287-3005 . TTY: (800) 606-0215




Perspectives On Funding Outpatient Mental Health Services In Maine

by Keith Cook, Ed.D., Licensed Psychologist April 2007
Waterville, ME

~ As a healthcare professional with over 35 years of experience, | am writing to offer information and
perspectives on Medicaid (MaineCare) costs for outpatient mental health services in Maine and some
ways that savings could be ethically achieved. This paper addresses three major areas of interest:

1) MaineCare costs, overhead and profits, 2) the fallacy of managed care for outpatlent sewlces and
. 3) a new alternative model for funding healthcare including MaineCare.

1. MaineCare Costs, Overhead and Profits.

A few years ago someone realized there were profits to be made in poverty. Organize yourself as a
for-profit outpatient mental health center, sign up masters degree counselors who cannot directly bill
MaineCare to provide mental health services, contract with MaineCare to bill them $110. - $120. for each
client hour, pay counselors $55./hour, use part of the remaining $55.-$65./hour to cover your
administrative overhead and bank the substantial profit. :

This model operates with 50-54% administrative overhead and profit. By comparison, Medicare operates
.at 8-12% overhead and most commercial insurers at 20-25%. One can readily see how a significant
profit is generated. Earning a profit is good business. But should it be with public funds and at the
expense of delivering fewer services to people in need? :

Other mental health professionals have quickly recognized the opportunity in this model, often simply a
robust biiling service, and have initiated similar groups across the State through which masters degree
counselors can serve MaineCare clients, and the owner/administrator can generate a handsome profit. it
is quite predictable under these circumstances that more professionals will continue to follow suit and
more funds will go to administration and profit rather than to client services. With less available funding, it
appears to make a case for needing managed care to “use funds carefully” which creates additional
bureaucracy and administrative jobs and profits to provide such oversight. (See Section 2 for further
discussion of that issue.) '

Simultaneously with this growing bureaucratic situation there is another currently operating model of
delivery and funding of outpatient mental health services to MaineCare clienteie. For many years, Maine
doctoral level psychologists in private practice have successfully provided these outpatient mental health
services and billed DHHS directly. They are currently paid $55.81/hour. Out of this $55.81 psychologists
- pay or provide their own overhead and administrative costs such as office rent and utilities, billing service,
liability insurance, office equipment, social security self-employment tax, continuing professional
education and licensing, bookkeeping, case consultation. After paymg this overhead the remainder pays
them for the service rendered to the client.

Compare these figures with groups that contract with DHHS for $110- 120./hour and you can readily see
not only the inequities but also the potential for saving funds and/or increasing services to Maine '
residents. While | do not have access to exact figures, the followmg example will demonstrate the
potential for savings. .

Example: Suppose “Mental Health Billing Agency A" contracts with 50 mental health counselors (LCPC's
and LCSW's) and bills MaineCare on their behalf for delivering outpatient mental health services.

If each counselor sees 60 clients/year (5/month, a conservative figure because some counselors are part
time) for an average of 8 sessions/client.

- 50 counselors x 60 clients each = 3000 clients/year
+ 3000 clients x 8 sessions each = 24,000 client sessions billed annually to MaineCare.

~~ 350 let's compare ~~




» Billing Agency A ' ~ + Independent Practice Psychologists

24,000 sessions x $1 10./hr. = $2,640,000. 24,000 sessions x $55.81/hr. = $1,339,440.
24,000 sessions x $120./hr. = $2,880,000. ‘
Difference = $1,300,560. -~ $1,540,560. potential savings for one agency.

« For 10 such agencies = over $13 - 15 Million potential savings in adfninistration, overhead and
profit. ,

{*NOTE: 8 sessions is a conservative average number of sessions per client. National research shows
that the modal number of therapy sessions for people in counseling is 1 session. The distribution is
actually bi-modal, with another peak at 12 sessions. Naturally, a few people need much longer- therapy,
soBisa conservatlve average. It could actually be hsgher}

This discussion is not to imply that true mental health agencues shouid not be funded. lt is to demonstrate
that millions of dollars can be used differently for services to people rather than to support bureaucracy,
administrative overhead and profit in what are largely billing services. And as will be seen in Section 2,
with these kinds of savings from changing policy, structure and procedures, it becomes unnecessary to
appropriate additional millions of dollars to hire a managed care company. Existing organizations such as
those that aIready process Federal Medicare claims with far less overhead could be employed to handle
claims processing.

This discussion is also not to imply that all outpatient mental health services should be prowded by
private practice psychologlsts

One Possible Solution. One way to assure adequate numbers of mental health professionals providing
services across the State while reducing the costs of administration and profit would be to allow licensed
masters level mental health professionals (LCSW's and LCPC's) to directly bill MaineCare for the
outpatient services they provide, let them pay their own overhead out of what they are paid just as
psychologists have done for years, and let market forces work. This would give the public a greater array
of service professionals from which to choose, and stimulate professionals to improve and become more
creative in the quality of their services. Clients in the MaineCare community talk to each other Word -
spreads quickly.

The DHHS current solution to “contain costs” is to limit clients to 16 sessions/year if they are seeing a
private practice psychologist (the most cost-effective service). If the client is going to a more costly
agency they are permitted unlimited sessions. This is both inequitable and illogical. It also pushes
psychologists themselves to form or join the more administratively costly mental health center model in

.order to be able to effectively treat seriously traumatized clients who need longer treatment. It is easy to
see why increasing numbers of professionals will take this more costly direction as time goes along.

Additionally, the number of psychologlsts currently accepting MaineCare clients has dropped significantly
over the past nine years. In 1998 there were 445. In 2000, 233. In 2004, 179. A drop of 266 or 59.8%.
We are approachlng a two-tier system of mental health care where the more highly educated and. trained
professionals tend not to serve low income or disabled people even though their trauma or disability may
be a major factor in their remaining low income. Most want to be self—supportmg Resolution of trauma
and copmg with disability is often essential for this to occur.

2. About Managed Care for Outpatient Mental Health Servnce

Managed care started as a way to contain healthcare costs but, as most today recognize, it has become
a way-to maximize profits for insurance companies by denying services to patients. It has turned out to
be an attempt whose time has passed. Even one of the griginators of the idea of Managed Care, Robert
Gumbiner, MD, has called the current system a failure, saying we need some kind of national system to
pay for healthcare. (Physicians for a National Health Program web site. http://www.pnhp.org/)




I urge you not to slip into the common trap 6f a decision- making body under pressure, i.e. settling on an
idea that has peaked and proven to not work without realizing that has occurred. The consequences are
too serious. .

Managed care for outpatient mental health is based on several assumptions:
a. People use therapy unnecessarily and excessively.
b. People are clamoring to get into counseling.
c. Large amounts of money are wasted on therapy.
d. Unethical therapists keep people in therapy when they want to stop.
e. You can save money by paying a corporation to determine who needs therapy and for how

long
For outpatient mehta! health ,services; research as far back as 1995.has demonstrated theée assumptions
to be unsupported, and that managed care is unnecessary. None other than Consumer Reports
magazine (Nov. 1995) conducted the largest consumer-focused study ever on the benefits and value of
counseling and psychotherapy as experienced by ordinary consumers. Among their interesting-findings -

 Outpatient therapy is not used excessively. People know when they are ready to stop and they
do. : ‘

* Those who use more of it, know when they need it and benefit from it.

* People do not need to have their therapy managed because itis not used excesswely or
unnecessarily.

+ Outpatient therapy is essentially self-limiting.

And beware of the patronizing, demeaning and inaccurate belief advanced by some that MaineCare
clients don't know what they need and can't decide for themselves. :

Still other research on the use of free counseling, such as EAP’s, has found that even when it is free,

people don’t use more of it than if they were paying. They know when they are ready to stop, and they do '

Remember, nationally the modal number of counseling sessions used is 1.

This fits with professional experiénce Many people starting counseling tell us that they do so with
apprehension and after much deliberation, sometimes for months. They don't just jump into it. It has

been profitable, however, for insurance companies to promulgate the belief in rampant overuse in order to .

justify managing care and generating larger profits. This myth of overuse is also useful for administrators
in some top-heavy agencies fo justify the need for their role.

Medicaid managéd care in New Mexico from 1997 - 2001 led to administrative burdens, paymént
problems, stress, and high turnover among professionals. (See Appendix A.)

The research literature is clear that outpatient mental health services are cost-effective in that they often
offset higher medical costs that may occur without these services.

itis evudent that any savings from managed care result from -
a. denying necessary services to people who are Jeast able to advocate for themselves.
b. using funds that could go to patient services to pay external corporations to deny services.

In a carefully constructed Integrated Care Plan, Bell South, using no managed care until after 52 sessions
per year reported a 20% decrease in mental health costs.

Managed care has continued because people have been led to believe it is needed and insurance
companies and administrative agencies have generated massive profits with it.




3. Balanced Choice: A New National Health Care Model.

This section is offered to inform you of a new way to think long term about funding health care including
‘MaineCare for mental health. This issue will not be fully resolved in this Legislative session. It will
continue to recur until an enduring plani is in place that truly addresses the needs of consumers,
employers and professionals. :

The problem of the increasing cost of health care in the United States has been a growing concern for the
past 15 - 20 years. Initially, insurance companies attempted to control costs and increase profits with
managed care and rationing services. This approach has produced very mixed results ranging from
showing some savings to wreaking havoc with lives of many people in need of treatment. It has met with
increasing disfavor by both the public and the professional community.

Among its failings, managed care has not addressed one of the significant root causes of increasing
health care costs. Specifically that Americans have come to expect insurance to do a job it was not
designed to do - i.e. cover the cost of almost all of our health care. We expect our insurance to pay for
doctor's visits, hospital stays, outpatient treatment, inpatient treatment, prescriptions, services of allied
health professionals, medical equipment, etc. Insurance was never designed to do this for all of us.

Insurance was designed to provide the security of knowing that if you were injured or sick, then you would
receive help in paying for necessary medical services. It has operated on the principle that the cost of
treatment for the few who will need it is paid for by everyone paying an insurance premium. You never
know when you will become one of the few in need. Now, however, what was designed to pay for

. services for the few, has come to be expected to pay for services for all and costs have escalated. By
analogy, we don’t expect automoblle insurance to pay for routlne maintenance and repairs. Only some
policyholders file claims.

Many are recognizing that conventional insurance is now outmoded. Saul Frledman in Newsday recently
quoted Dr. Marcia Angell, Senior Lecturer at Harvard Medical School and former editor of the New
England Journal of Medicine, who wrote in the Boston Globe about the problem with private, for-profit
insurance companies. "They all have the same fatal flaw ... no workable mechanism to control costs. .

We need to change the system completely and get the insurance industry as well as employers out of it. "

A new model and a new way to think about funding health care is necessary. Balanced Choice is just
such a model. This creative, robust plan is a nonprofit, nonpartisan initiative that covers all citizens for life,
that reduces costs to employers, and that allows professionals the freedom to practice. It redirects $258
billion of administrative overhead to increase coverage for the uninsured and reduce costs to employers,
truly a breath of fresh air in the staleness of healthcare.finance. How does it work? Is this a single payer
model with government controls? Not really, but somewhat. Is this a market driven model of free
enterprise? Yes, but not entirely. Dr. lvan Miller's new book masterfully melds the best of both private
and government models into this exciting new plan. It is being advanced by a national team of volunteers
working on their own time and expecting no compensatlon other than knowing they have helped create a
better way to fund and provide health care that is helping millions of American adults and children cradle
to grave, that is reducing employers’ costs which helps with economic development, and that allows
professionals to use their expertise without interference in delivering services.

You probably have not yet heard of Balanced Choice because it is a grassroots effort and has no budget
for advertising. It is a model that is conceptually well developed and needs mathematical modeling as the
next step closer to implementation. Bright, creative and forward-looking Ieg|slators can help provide -
Ieadersh:p for this to happen.

You will find more information at: http://www.balancedchoicehealthcare.org/index.html

Appendix A

ﬁ.
e



Willging, C., Waitzkin, H., and Wagner, W. (August, 2005). "Medicaid managed care for mental
health services in a ruraI state " Journal of Health Care for the Poor and Underserved 16 pp. 497-

- 514.

In 1997, the rural State of New Mexico, in which one of every five people holds Medicaid coverage,
implemented Medicaid managed care for both physical and mental health services. The reform led to
administrative burdens, payment problems, stress, and high turnover among providers. In addition,
restrictions on inpatient and residential treatment worsened access problems for Medicaid-insured
individuals with' mental health problems, according to this study. These findings suggest that for rural,
medically under served States, the advantages of managed care for mental health care may be
diminished.

The investigators conducted interviews, made field observations, and reviewed legal documents and
State monitoring data to examine the impact of Medicaid reform on mental health safety net institutions
and on the patients they served in an urban and rural county in New Mexico. MMC made it increasingly -
difficult for safety net institutions to maintain their tradition of service to the poor. Patients also faced
greater barriers in obtaining inpatient care and community-based services such as outpatient therapy and
case management.

Continuity of care for some patients became compromised when their providers ceased participation in
Medicaid because of work-related stress and low reimbursements. Reduced case management, due to
large caseloads and low wages, decreased coordination of mental health. Social services tasks fell to
clinicians or were neglected entirely. Sixty child and adolescent mental health programs closed between
1998 and 2001, and one hospital ended its adolescent res:dentlal treatment program to conserve fmanc;al

resources

NOTE: Colorado has also recently discontinued managed care for its Medicaid clients because |t has
. become financially unworkable.




MaineCare CASELOAD
: Medicaid Non- Medicaid
SCHIP Expansion | Categorical | Expansion DEL\Maine
Traditional Medicaid SCHIP "Cub| Parents s Adults < Parenis RX Drug
Medicaid Expansion Care" 150% FPL | 100% FPL | >150% FPL | SUBTOTAL Programs | | TOTAL |
Oct-04 205,195] ¢ 9,985 4,454 17,657 22,623 0 259,914 98,662| | 358,576
Nov-04 205,862 10,011 4,420 17,904 23,072 0 261,269 98,588|-| 359,857
Dec-04 207,217 10,064 4,372 17,821 23,669 0 263,143 98,515/ | 361,658
Jan-05 207,966 10,150 4,225 18,116 24,383 0 264,840 98,514 | 363,354
Feb-05 208,138 10,087 4,127 17,972 24,925 0 265,249 98,611 | 363,860
Mar-05 209,545 10,067 4,000 18,078 24,460 0 266,150 98,942 | 365,092
Apr-05 210,550 10,040 3,899 18,070 23,333 0 265,892 96,318| | 362,210
NMay-05 210,394 10,165 3,816 18,270 22,021 611 265,277 95,006| | 360,283
Jun-05 210,096 10,047 3,942 18,354 20,556 1,631} 264,626 92,697 | 357,323
Jul-05 208,973 10,073 4,076 18,339 19,248 2,442 264,151 90,084| | 354,235
Aug-05 208,974 10,145 4,200 18,319 18,029 3,075 263,742 90,018 | 353,760
Sep-05 209,806 10,106 4,262 18,447 16,895 3,766 263,282 91,875| | 355,157
Oct-05 210,191 10,220 4,360 18,587 15,933 4,040 263,331 93,247| | 356,578
Nov-05 210,502 10,254 4,498 18,607 15,087 4,288 263,236 89,773| | 353,009
Dec-05 210,666 10,200 4,505 18,453 13,634 4,340 261,798 90,360| | 352,158
Jan-06 211,114 10,417 4,504 18,669 12,972 4,545 262,221 89,237| | 351,458
Feb-06 212,099 10,408 4,482 18,671 12,462 4,749 262,871 88,944| | 351,815}
Mar-06 213,767 10,111 4,568 18,500 11,824 . 4,907 263,677 86,548| | 350,225
Apr-06 213,195 10,276 4,504 18,749 11,430 5,010 263,164 85,735| | 348,899
May-06 213,410 10,235 4,489 18,776 11,058 5,091 263,059 84,463| | 347,522|
Jun-06 213,643 10,270 4,509 18,876 10,795 5,108 263,201 84,780| | 347,981
Jul-06 212,833 10,325 4,483 18,920 10,872 5,048 262,481 84,119 | 346,600
Aug-06 212,515 10,310 4,504 18,824 16,123 5,100 267,376 78,888| | 346,264
Sep-06 212,686 10,264 4,505 18,730 18,091 5,005 269,281 76,213| | 345,494
Oct-06 212,938 10,343 4,530 18,891 19,249 5,090 271,041 74,707| | 345,748
Nov-06 212,796/ - 10,292 4,533 18,918 20,249 5,129 271,917 73,691| | 345,608
Dec-06 213,104 10,216 4,609 18,955 20,910 5,194 272,988 73,640| | 346,628
Jan-07 213,955 10,298 4,638 19,051 20,356 5,249 273,547 74,479| | 348,026
Feb-07 214.345| . 10,075 4,632 18,959| 19,483 5,342 272,836 75,210| | 348,046
Mar-07 215,380 9,913 4,615 18,806 20,134 5,414 274,262 75,302| | 349,564
Apr-07 215,513 9,922 4,601 18,985 19,351 5,377 273,749 75,634| | 349,383
'DHHS Eligibility Descriptions: ' j .
» Traditional Medicaid includes adults and children in receipt of a financial benefit (TANF, IV-E); aged and disabled persons in receipt of a financial benefit (S, SSI Supplement), institutionalized persons (NF), and others
?‘gé';l;d(z:abt:'g:%ld Health Insurance Program) Medicaid Expansion Children (M S-CHIP) (effective July 1998) are children with family incomes above 100% and up to and including 150% of the Federal Poverty Level
* SCHIP "Cub Care" Children (S S-CHIP) (effective July 1998) are children with family incomes above 150% and up to and including 200% of FPL.
» Medicaid Expansion Parents are persons who function as the primary caretakers of dependent children and whose income is above 100% and up to and including 150% of FPL (effective September 2000); and
beginning May 2005, up to and including 200% of FPLT )
+ Non-Categorical Adults (effective October 2002) are persons who are over 21 and under 65, not disabled, not the primary caretakers of dependent children, and whose income is not more than 100% of FPL. .
» DELWaineRX Drug Programs include persons eligible for Medicaid, but not for "full benefits" (e. 9., QMB, SLMB, Qi) who meet the criteria for participation in DEL and/ or Maine Rx; and persons who meet ONLY the
criteria for participation in DEL and/ or Maine Rx.
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MaineCare CASELOAD
: Medicaid Non- Medicaid ,
SCHIP Expansion | Categorical Expansion DELMaine
Traditional Medicaid SCHIP "Cub| Parents < Adults < Parents RX Drug ‘
Medicaid Expansion Care" 150% FPL | 100% FPL | >150% FPL | SUBTOTAL | | Programs | | TOTAL
Jul-01 160,039 6,629 . 3,593 10,410 .0 0 180,671 55,916| | 236,587
Aug-01 159,946 6,686 3,601 10,957 0 0 181,190 59,265 | 240,455
Sep-01 160,408 6,877 - 3,612 11,243 0 0 182,140 62,468 | 244,608
Oct-01 161,379 7,209 3,707 11,5622 0 0 183,817 65,282) | 249,099
Nov-01 162,219 7,456 3,931 11,758 0 0 185,364 92,728| | 278,092
Dec-01 163,662 7,690 " 4,068 12,188 0 0 187,608 109,411 297,019
Jan-02 166,222 7,963 4,137 12,665 0 0 190,987 109,384 | 300,371]
Feb-02 167,920 8,194 4,218 13,060 0 0 193,392 110,143 | 303,535
Mar-02 169,974 8,484 4,346 13,543 0 0] - 196,347 110,898| | 307,245
Apr-02 171,777 8,698 4,401 13,800 0 0 198,676 111,401 310,077
May-02 173,222 8,913 4,243 13,922 0 0 200,300 112,140| | 312,440
Jun-02 173,613 9,029 4,130 14,052 0 0 200,824 111,726| | 312,550
Jul-02 174,393 9,208 4,069 14,330 0 0 202,000 112,071 314,071
Aug-02 175,329 9,199/ 4,065 14,425 0 0 203,018 . 112,430| | 315,448
Sep-02 176,047 8,442 4,061 13,147 0 0 201,697 112,897 | 314,594
Oct-02 181,134 8,294 4,079 13,500 2,846 0 209,853 111,811 321,664
Nov-02 184,050 8,328 4,307 14,245 5,571 0 216,501 110,778| | 327,279
Dec-02 185,859 - 8,415 4,449 14,379 7,774 0 220,876 109,864 | 330,740
Jan-03 190,665 7,954 4,575 13,727 10,036 0 226,957 108,851 335,808
Feh-03 190,905 8,414 4,619 14,665 11,535 0 230,138 107,025| | 337,163
- Mar-03 192,472 8,504 4,684 14,778 12,845 0 233,283 102,669 | 335,952
Apr-03 193,887 8,413 4,752 14,778 13,719 0 235,549 98,551 334,100
May-03 195,694 8,023 4,697 14,387 14,591 0 237,392 94,175| | 331,567
Jun-03 195,499 7,943 4,720 14,400 15,007 0 237,569 190,373 | 327,942
Jul-03 196,151 7,944 4,701 14,300] 15,538 0 238,634 86,277 | 324,911
Aug-03 196,291 8,221 4,709 14,396 15,853 0L 239,470 82,078 | 321,548
Sep-03 198,110 8,056 4,808 14,195 16,248 0 241,417 80,212| | 321,629
Oct-03 200,419 7,940 4,890 12,064 16,854 0" 242,167 80,055| | 322,222
Nov-03 199,704 8,011 4,853 12,900 17,176 0 242,644 79,810| | 322,454
Dec-03 198,172 8,281 4,804 13,639 17,458 0 242,354 79,806 | 322,160
Jan-04 201,189 8,225 4,693 13,542 18,344 0 245,993 102,052] | 348,045
Feb-04 201,928 8,369 4,712 14,110 19,086 0 248,205 103,667 | 351,872
_ Mar-04 201,924 8,916 4,577 15,428 19,859 0! 250,704 104,290] | 354,994
Apr-04 202,258 9,169 4,491 15,952 20,262 0 252,132 101,574| | 353,706
May-04 202,690 9,408 4,449 16,393 20,552 0 253,492 99,767| | 353,259
Jun-04 202,923 9,483 4,484 16,681 20,801 0 254,472 98,977| | 353,449
Jul-04 203,722 9,634 4,481 16,942 21,376 0 256,155 98,914| | 355,069
Aug-04, 203,765 9,684 4,489 17,054 21,712 0 256,704 98,879| | 355,583
Sep-04 ) 204,625 9,816/ 4,397 17,486 22,194 0 258,518 98,761 357,279

Page 1af 2
Updated 5/18/07



DEL/ Me Rx Caseload
Department of Health and Human Services

‘ MatneCare Eligible NOT MaineCare Eligible ' Grand Total
ME Rx only DEL and Me Rx DELonly TOTAL ME Rx‘only DELand Me Rx DELonly TOTAL MERxonly DELandMeRx DELonly TOTAL
July 2005 233 8,405 3 8,641 47,997 33,444 -2 81,443 48,230 41,849 - 5 90,084
August 2005 767 8,023 1 8,791 48,027 33,196 4 8,227 48,794 41,219 5 90,018
September 2005 147 8,705 1 8,853 49,734 33,285 3 83,022 45,&&1 41,990 4 91,875
Qctober 2005 5 9,101 0 9,106 50,518 33,620 3 84,141 50,523 42,721 3 93,247
November 2005 1 9,112 1 9,114 47,698 32,958 3 80,659 47,699 42,070 4 89,773
December 2005 0 9,183 0 9,183 48,441 - 32,736 0 B1,177. 48,441 41,919 0 90,360
January 2006 0 9,364 0 9,364 48,524 31,349 0 79,873 48,524 46,713 0 89,237
February 2006 0 9,847 0 9,847 48,276 30,821 0 79,097 48,276 40,668 0 88,944
March 2006 0 10,554 0 10,554 46,637 29,356 1 75994 . 46,637 39,910 1 86,548
April 2006 0 11,686 0 11,686 46,366 27,682 1 74,049 46,366 39,368 1 85735
May 2008 0 13,265 0 13,265 45,722 V 25,475 1 71,198 45,722 38,740 1 84463
- June ious 0 14,281 1 14,282 46,295 24,201 1 70497 48,295 38,482 2 B4,779
July 2008 0 14,717 0 14,717 45,729 23,672 1 69,402 45,729 38,389 1 84,119
August 2006 0 15,042 0 15042 40,506 23,339 1 63,846 40,506 38,381 1 78,888
September 2006 0 15,229 0 15229 37,700 23,283 1 60,984 37,700 38,5612 1 76,213
Qctober 2006 0 15,482 0 15482 36,147 23,078 0 59,225 36,147 38,560 0 74707
November 2006 1] 15,691 1] 15,691 . 35,124 22,876 1] 58,000 35,124 - 38,567 0 A73,591
December 2006 1] 15,863 1] 15,863 34,836 22,941 1] 57,777 34,836 38,804 0 73,640
January 2007 1 16,070 1] 16,071 35,617 22,791 1] 58,408 35,618 38,861 0 74,479
‘ February 2007 1 16,214 1] 16,215 36,404 22,591 ] 58,995 36,405 38,805 0 - 75210
| March 2007 1] 16,960 0 16,960 35,987 22,355 0 58,342 35,987 39,315 o 75302
April 2007 0 30,701 0 30,701 36,639 8,294 0 44,933 36,639 38,995 0 75634

Please Note:

Due to the change in DEL eligibility guidelines (particularly converting many DEL eligibles to Qualified Medicare Beneficiary (QMB - "Quimby”) status; i.e. increasing the income disregard) there are significant (anticipated)
count changes this month compared to prior months in the DEL-related columns on the MaineCare Caseload report and the DEL/Me Rx Caseload report

Per-Chapter 332: MaineCare Eligibility Manual — Seclion 3200.10

A Qualified Medicare Beneficiary is an individual who:

L is entitled to Medicare Part A or voluntarily enrolled in Medicare Part A, and
1L has income equal to or less than 100% of FPL.
Under this group:

A Medicaid pays the cost of Medicare premiums, deductibles and coinsurances. (See Appendix 3-1 )

B an individual may be eligible for QMB and Medicaid at the same time.

C. coverage begins the month after an eligibility decision is made. There is no 3 munth retroactive period; and
D effective January 1, 2006, there is no asset limit.

hitp:/www medicareadvocacy.ora/FAQ MedicareSavingéngs.him

GIOFPR\HUMSER ViMedicaidiMaineCare Caseload/OFPR MeRx Summary ‘4111007
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Explanation of Scheduled FY08/FY09 Program Allocations

Overview

The Fund for a Healthy Maine (FHM) payments have been scheduled since 1998 when
the tobacco settlement was agreed upon by the 46 participating states (including Maine).
The schedule called for several up-front payments (1999 — 2000), a short period of
gradually increasing payments (2001 — 2003), followed by a four-year dip in payments
(2004 —2007), and a subsequent bump up in payments with regular small increases from
that point on (2008 and beyond).

(See chart of MSA payments attached)

The Fund for a Healthy Maine (FHM) has seen over $93 million in settlement funds
diverted to the General Fund since 2001. The original plan to set aside some of the up-
front payments in a Trust Fund to be used to offset the period of the payment dip was
scrapped in 2001. Programs were cut and then left without the safety net of the Trust
Fund.

(see pie charts attached)

FHM programs have never returned to their original levels but were assured that the
bump up in settlement payments would restore the original cuts and continue to reduce
the burden on our health care system.

(see graph of FHM revenue/expenditures attached)

The language and intent of the FHM statute is to provide resources for programs that
invest today in prevention so health costs are reduced down the road. LD 499
appropriately allocates the scheduled tobacco settlement payments to FHM programs that
show a need and demand for funds to serve more Maine people with disease prevention
and health promotion programs.

(see program description attached)




Child Care and H

Fund for a Healthy Maine Prevention and Health Promotion Response:

The Fund for a Healthy Maine has allowed thousands of Maine Children to access quality
pre-school, school age, and Head Start programs in virtually every community in Maine.
This, in turn, has proven to be an essential investment in the health and well being of
children, families and communities.

Approximately 7,600 children received child care, Head Start or After School Programs
because of the Fund for a Healthy Maine. The majority of these funds were used to
provide services either not allowed or not mandated by other public funding streams.

Maine’s unmet prevention and health promotion needs:
Currently, there are over 30,000 pre-school children eligible for a child care subsidy,
unable to access one because of lack of funding.

Currently, Federal Head Start Funding does not allow these programs to provide the full-
day, full-year programming that is required by the families needing this service. The
Fund for a Healthy Maine funding is a key component these Head Start providers need to
serve this population.

What LD 499°s proposed funding restoration would provide:

Adjustments to these programs would delay implementation of child care voucher system
for one year as it is properly implemented and transfer child care "slots" funding into
voucher system waiting lists.

The number of families needing "out of home" child care just to stay employed has
increased to 75%. Combine the factors of inflation and increasing standards of care and
it would take an increase of $3 to $4 million just to provide the same level of care as what
was available in 2002!




=ducation

What LD 499°s proposed funding restoration would provide:

Funding would expand the number of dental health professionals
recruited, retained, and trained to serve disenfranchised Mainers

who reside in geographically underserved areas.

Fund for a Healthy Maine Prevention and Health Promotion Response:

The health of Maine residents is imperiled by the lack of good oral health. We have
serious problems of both availability and affordability of dental services that are
addressed through the Fund.

Fund dollars leverage private and community contributions to dental care by coordinating
donated dental services, building local community capacity for providing services
through community and school based settings with private and non-profit providers;
providing partial subsidies to non-profit dental clinics that provide care on a sliding fee
scale, and contributing to a tuition loan repayment fund for dentists who will practice in
the areas in Maine where there are dentist shortages.

Maine’s unmet prevention and health promotion needs:

MaineCare only covers emergency dental care for adults, so the entire adult MaineCare
population is in need of public health hygienist services, donated dental care, and sliding
scale access to dental care. At least 40% of the Mainers (youth and adults) are without
dental insurance and need of access to these services as well.

What LD 499°s proposed funding restoration would provide:

What are the primary elements of your program (before any restoration)? 1. Donated
dental services, currently a half-time coordinating position, will become three-quarters
time, which will allow us to leverage hundreds of thousands more dollars of donated
dental care. There are currently funds for seven capacity building grants, the restoration
will allow eight; non-profit slide fee scale subsidies will be extended to cover more, but
by no means all of the shortfall in revenues in non-profit dental clinics, and the tuition
repayment fund will be able to add one more dental student




Fund for a Healthy Maine Prevention and Health Promotion Response:

The Maine Family Planning Outreach Education program addresses the high rates of teen
pregnancy in certain communities in Maine. Our program promotes good health by
providing teens and their families with information and resources to help them make
responsible choices in their relationships and prevent teen pregnancy.

The Outreach Educators design and present educational programs based on the stated
needs of community organizations, businesses, schools and individuals. These
educational programs focus on topics local communities want, including healthy
sexuality, relationships, reproductive anatomy and physiology, puberty and family
planning. On an annual basis, the Outreach Program reaches thousands of adults and
teens with information that fosters open communication and responsible decision-
making.

What LD 499’s proposed funding restoration would provide:

Funds would be distributed among all family planning agencies to help pay for increased
program costs.




Fire Marshall

What LD 499°s proposed funding restoration would provide:

Allocation adjustments would more fully fund positions in the Prevention Division (three
inspectors and half of a clerical position) that were intended to be funded by the FHM in
order to conduct mandatory inspections of facilities that provide services to children.

What LD 499’s proposed funding restoration
would provide:

Expanded efforts to recruit, retain, and train health
care professionals to serve disenfranchised Mainers
who reside in geographically underserved areas.

an Leukocyte

What LD 499’s proposed funding restoration
would provide:

Increasing public awareness and education that will

encourage testing and therefore add to the national
databank.




Fund for a Healthy Maine Prevention and Health Promotion
Response:

New parents lack knowledge of effective, safe parenting. Home
visiting promotes healthy childhood growth and development,
identifies health issues for newborns, recommends healthy REEEE O
behaviors in the household and shares available community resources. ThlS strives to
reduce child maltreatment, provide a safer household, improve child health and school

readiness.

By educating, informing, and modeling health topics in the home with the parent. These
topics include effects of smoking and substance use around the child; realistic child
development expectations; early identification of special education needs; links to
medical care, insurance, nutrition and immunization information.

Program is universally available on a voluntary basis to all first time parents in Maine, as
well as pregnant and parenting teens. It is a community based home visitation program
providing education, family support, referrals to community programs, and guidance in
new parenting challenges.

Maine’s unmet prevention and health promotion needs:

We have several geographic pockets in Maine that have no home visitation available at
all- such as Freeport, parts of Cumberland county, southern York County and in the mid-
coast area. Approximately 70% of first time births (n=~6100) are not connected with a
home visiting program, but increasing awareness will result in longer waiting lists.

What LD 499°s proposed funding restoration would provide:

Funding will help serve more families with home visiting services. This translates to 350
more families getting home visits, 2,600 new home visits total and 600 new families
served when you include education and support groups affected.




What L.D 499’°s proposed funding restoration would
provide:

Provide increased numbers of vaccines for seasonal
influenza and pneumovax. It will also allow for greater
vaccine-related outreach and public education.

Infrastructure

What LD 499°s proposed funding restoration would provide:

Expand the scope and coverage of the Healthy Maine Partnerships and integrate
Comprehensive Community Health Coalitions into Maine’s Public Health Infrastructure

so all FHM programs can benefit from this successful local capacity.

What LD 499’s proposed funding restoration

would provide:

The addition of regional trainings and provide technical support
for school nurses on health issues such as overweight/obesity,
medication resistant infections, and all hazards/pandemic
influenza planning as it relates to medically fragile children in
school settings.




ubstance use

Fund for a Healthy Maine Prevention and Health
Promotion Response:

Funds are used for prevention and treatment to reduce
substance abuse, and the consequences and costs that result
from substance abuse. Funding supports contracts with
substance abuse treatment agencies in all regions of the state
and prevention services including local prevention contracts,
OSA’s parent media campaign, Maine’s Higher Education
Alcohol Prevention Partnership, Substance Abuse in the
Workplace trainings, and the Methwatch initiative.

Maine’s unmet prevention and health promotion needs:

Currently there is insufficient funding to ensure a base of local substance abuse
prevention services in every part of the state. The service delivery system for substance
abuse prevention lacks the resources to ensure that priority substance abuse prevention
services are available for all target populations.

What LD 499’s proposed funding restoration would provide:

Funding will allow for an Overdose Prevention Project in Portland, Augusta, and Bangor.
It will allow for outreach and case management in the minority population, case
management and drug testing in family drug court, and implementation of the
Prescription Monitoring Program. LD 499 will also allow for use of the Prime of Life
Curriculum as prevention/easily intervention/education tool in schools and communities.




Tobacco Prevention, Control and
Treatment and Community/School
Grants

Fund for a Healthy Maine Prevention and Health Promotion Response:

The mission of the Partnership for a Tobacco-Free Maine (PTM) is to reduce death and
disability from tobacco use among Maine citizens by creating an environment supportive
of a tobacco-free life. This is accomplished through school, work, and community-based
initiatives (Healthy Maine Partnerships) to control tobacco use among children and adults
while promoting safe, smoke-free environments. Retail enforcement efforts are
undertaken to curtail tobacco sales to minors. Media campaigns are employed to
encourage youth to avoid using tobacco and motivate tobacco users to quit. PTM also
provides free and accessible treatment for tobacco addiction, including the Maine
Tobacco HelpLine.

Maine’s unmet prevention and health promotion needs:

e Young adults smoke at very high rates (36%).

o Native Americans smoke at rates that are at least twice the state average. We need
to offer culturally relevant on-site treatment options at the tribal health centers
provided by Native American staff.

e Persons with severe mental illness; lesbian/gay/bisexual/transgender; and people
living with AIDS and HIV: all these groups smoke at double or triple the rate of
the general population.

o Low-income and low education women who are pregnant smoke at alarmingly
high rates and need very tailored interventions, including enhanced provider
trainings that address the high rates of relapse.

e Youth, especially high-risk youth, must continue to experience prevention and
education efforts that keep them from getting addicted.

What LD 499’s proposed funding restoration would provide:

In addition to the Healthy Maine Partnerships, School Health Coordinators, Youth
Advocacy Programs, No Buts Programs, the Maine Tobacco Helpline, and PTM’s award-
winning counter-marketing campaign, LD 499 would allow PTM to impact more difficult
to reach populations, many of which are the primary drivers of health costs. It would
allow for prevention and treatment programs targeted and tailored to specific populations
with high smoking rates. This includes at-risk youth, college experimenters, straight-to-
work young adults, and low-income and uneducated pregnant women.




REVISION OF PART A

Modify appropriation/allocation Initiative language in Part A, which now reads:
“Initiative: Reduces funding from savings achieved by adjusting rates to a standard rate
per service. A portion of the savings are reflected in the Mental Health Services - Child

Medicaid and the Mental Health Services - Community Medicaid programs.”

New language should show $3,000,000 General Fund savings for FY 08, and $7,000,000 '
General Fund savings for FY 09, spread across the lines on which the standard rate
savings are shown in Part A of the bill, with the initiative language revised to read:

“Initiative: Reduces funding from savings achieved by beginning to standardize selected
rates, temporarily reducing certain other, provider-specific rates for FY 08, and then in
FY 09 redesigning certain services to improve efficiency, and implementing a further
transition to standard rates per service coupled with cost savings through administrative
simplification, pursuant to Part NN of this Act. Portions of the savings are reflected in the
Mental Health Services - Child Medicaid and the Mental Health Services - Community

Medicaid programs.”

ADDITIONAL IMPLEMENTING LANGUAGE
PART NN

[to be relettered as appropriate]

Sec. NN-1. Administrative Burden Reduction. The Department of Health and Human
Services shall convene an Administrative Burdens Work Group, no later than July 1,
. 2007. The charge of the Work Group shall be to identify potential savings of provider
operating expenses in State fiscal year 2009 through a reduction of administrative
burdens arising from requirements imposed by the Department upon contracting mental
health agencies, with a target of $1,000,000. The Work Group shall comprise three
representatives of mental health service providers, two designated by the Maine
Association of Mental Health Services and one designated by the Department, three
representatives of the interests of consumers of adult and children’s mental health
services identified by the Department, and representatives of the Department designated
by the Commissioner. The Department shall provide the information and staff support
necessary for the Work Group to perform its responsibilities.

’ A. The Work Group shall review and evaluate the Department’s current
reporting, billing, record-keeping, auditing, operational, and other
administrative requirements applicable to mental health agencies for the
purpose of identifying opportunities to reduce provider costs by reducing
the burdens imposed by these requirements. The requirements and costs
reviewed shall include without limitation the Department’s rules,
practices, expectations and forms in the areas of contracted services,
licensing, MaineCare services, and other Department relationships with

providers.
B. Based on its review and evaluation, the Work Group shall develop

recommendations that detail:

1209301.15




1. Specific administrative requirements that are unnecessary,
duplicative, and/or of insufficient value to justify the
expenditures;

2. Savings that could, in the informed opinion of the provider
representatives on the Work Group, be achieved through
elimination or modification of these specific administrative
requirements;

3. Specific regulatory, licensing, contractual or other changes that
need to occur in order to accomplish each identified reduction of
administrative burdens taking into account all applicable court
orders, consent decrees, and related documents;

4. A timetable for implementation of each identified change.

Sec. NN-2. System Redesign. The Department of Health and Human Services shall
convene a Systems Redesign Work Group, no later than July 1, 2007. The charge of the
Work Group shall be to identify potential savings in General Fund expenditures for
mental health care services in FY 09 to be achieved by redesigning certain elements of
the community mental health system as provided in this section, with a target of
$3,000,000 in savings. The Work Group shall comprise three representatives of mental
health service providers, two designated by the Maine Association of Mental Health
Services and one designated by the Department, three representatives of the interests of
consumers of mental health services and their families designated by the Department, a
representative of the contractor selected by the Department for implementation of
behavioral health managed care services, once such a selection has been made, and
representatives of the Department designated by the Commissioner. The Department
shall provide the information and staff support necessary for the Work Group to perform
its responsibilities.

A. The Work Group shall review the continuum of core services in child and
adult mental health; consider whether refinements or modifications of the
continuum are appropriate, consistent with the requirements of applicable
court orders, consent decrees and other legal authorities; identify current
system inefficiencies and service redundancies that can be corrected
within a reasonable time; and recommend models for expanding flexibility
for certain core service areas, and other models of service delivery that
support quality, access, choice and economy in community-based services.

B. Based on its development of redesign elements as described in subsection
A, the Work Group shall develop recommendations that detail:

1. The core service components that will address the
comprehensive mental health needs of children and adults who
have serious and persistent mental illness and address the serious
mental health needs of the general population, including
specialty populations and victims of trauma.

2. Standardized descriptions of the staffing levels and other
resources that are required to deliver each service in order to
develop a rate consistent with each description.

1209301.15




Sec. NN-3. Rate Standardization. The Department of Health and Fuman Services shall
convene a Rate Standardization Work Group, no later than July 1, 2007. The charge of
the Work Group shall be to create a regulatory framework for the development of
standard rates for all behavioral health services for which payment is now made on the
basis of provider-specific rates, and any additional services affected by system redesign
pursuant to section NN-2. The Work Group shall comprise four representatives of mental
health service providers, two designated by the Maine Association of Mental Health
Services and two designated by the Department, and representatives of the Department
designated by the Commissioner. The Department shall provide the information and staff
support necessary for the Work Group to perform its responsibilities. The Department
shall establish by rule a methodology for setting standard rates in a manner consistent
with those recommendations and section 4 of this Part. '

A. The Work Group shall develop a rate-setting methodology that relies on
objective benchmarking tools to identify the key cost components, ‘
including productivity, of core services, consistent with the administrative }
savings achievable pursuant to section NN-1 and the service descriptions
developed pursuant to section NN-2. The methodology recommended by
the Work Group shall be designed to produce rates that are adequate to
cover the costs incurred by efficiently and economically operated service
providers to deliver services consistent with the descriptions developed
pursuant to section NN-2.

B. The Work Group shall develop recommendations concerning;

1. The regulatory framework for developing rates.
2. The data to be used and methods to be applied to establish

standard rates.
3. Whether alternative rate structures for certain services should be

established.

C. The Work Group shall provide its recommendations in draft form to
representatives of the interests of consumers of mental health services and
their families designated by the Department. The comments of these
representatives will be considered in developing final recommendations.

Sec. NN-4. Implementation of Rate and System Changes. The Department of Health
and Human Services shall report and implement the agreed upon recommendations of the
Work Groups established in this Part in accordance with this section and the standards
enacted in section 5.
A. Beginning with July 2007, the Department shall report monthly to the
Joint Standing Committee on Health and Human Services on the progress
of the Work Groups established in this Part.
B. No later than October 31, 2007, the Commissioner shall present to the
Joint Standing Committees on Health and Human Services and on
Appropriations and Financial Affairs the Department’s proposals for
actions to be taken and savings to be realized on the basis of the
recommendations of the Work Groups established in sections NN-1 and
NN-2. No later than January 7, 2008, the Commissioner shall present to
the same Committees the Department’s proposals for actions to be taken

1209301.15




and potential savings to be realized on the basis of the recommendations
of the Work Group established in section NN-3.

. The Department, with the concurrence of the Work Groups, shall prepare

and provide to the Joint Standing Committee on Health and Human
Services, no later than January 7, 2008, drafts of all regulatory, licensing,
contractual, or other language changes required to accomplish the
proposals presented pursuant to subsection B, including any implementing

legislation.

. The Joint Standing Committee on Health and Human Services is

authorized to introduce any legislation necessary to implement the
changes recommended by the Commissioner pursuant to this section.

. No later than March 31, 2008, the Department shall give notice pursuant

to Title 5, section 8053, of any amendment or adoption of rules that may
be necessary to implement the changes identified pursuant to this Part.
The timetable provided in such notice or notices must provide for the
necessary rules to take effect no later than June 30, 2008. To the extent
that all parties concur, the Department shall implement identified changes
that do not require legislation as promptly as practicable.

Sec. NN-5. Net rate standardization target. The Department will achieve additional
savings through rate standardization as necessary to meet the total savings requirement of
$7,000,000 for FY09, after taking into account the portion of the $7, OOO 000 savings
requirement that can be achieved through system redesign.

1209301.15




RATE SAVINGS PROPOSAL ! l
Annual Amounts - FY06 Provider rate amount *
FY06 Units by provider
SAvIngS 10
achieve in
rate
standardizati
on & services
Proposed |Savings (State) | Total cost of Federal changes
Service Standard Rate {FY08 services FYQ6 Portion State Portion FY08
Standardize rates FY 07 : 63.30% 36.70%| 3.5097%
3.5097%

TCM-HIV infection Sect 13.07 7715 5,359
TCM Children G-5/Head Start Sect 13.08 $177.50 41,863
MAAP (or other) Accounts for aother services 47,223
Sect 17 - Intensive Community Integration $850.77/$782.64 521,114 7,831,026 4,957,039 2,873,987
Section 17- Skills Development $50.36 128,321 2,504,452 1,585,318 919,134
Seet 17 - Daily Living Support $32.08 325,300 8,270,607 5,235,294 3,035,313
TCM for BH & MR children - L1 sect 13,12 $199.08 76,429 2,128,254 1,347,185 781,069
Behavioral Health accaunts 1,061,163
TOTAL savings fram Standardizing rates 1,098,386
Service Redesign - Behavioral Health Services
Sec 65 - Adult Emergency*™* QP & Cr Int rate 312,153 1,419,925 898,813 521,112
Sec 65 - Children's Emergency™ QP & Cr Res rate 114,790 644,993 408,281 236,712
Total from Service Redesign 426,943
Admin Burden- Reduce rates 0
Subtotal 1,525,329
Saving from service changes and standardizing of rates for services™ 1,474,671
Sect 17 - ACT 92,026 7,144,550 4,522 500 2,622,050 92,025
Sect 17 - Community Integration 407,872 31,665,603 20,044,327 11,621,276 407,868
Sec 65 - Adult Crisis Intervention 79,201 6,148,841 3,892,216 2,256,625 79,200
Sec 65 - Adult Outpatient 230,432 17,889,848 11,324,274 6,565,574 230,430
Sec 65 - Crisis Support, Out of Home per deim 52,470 4,073,537 2,578,549 1,494,988 52,469
TCM for BH & MR children - L2 sect 13.12 300,049 23,294,672 14,745 528 8,549,145 300,046
Sec 65 - Children's ACT 33,011 2,562,824 1,622,268 940,557 33,010
Sec 65~ Children's Crisis Res. 34,602 2,686,353 1,700,462 985,892 34,601
Sec 65 - Children’'s Qutpatient 212,476] 16,495,855 10,441,877 6,053,879 212,474
Sec 65 - Crisis Support, Out of Home per deim 20,386 1,582,658 1,001,822 580,835 20,385
Sec 65 - Children's Day Treatment per deim 12,163 944,270 597,723 346,547 12,163
TOTAL savings from rate standardization and service changes 1,474,687 114,488,011 72,471,544 42,017,467 1,474,671
TOTAL 3,000,016
TOTAL SAVINGS PROJECTIONS 3,000,000
**For 7/1/2007 will be reducing rates by saving % to achieve FY08 amount :
*** Emergenicy now will be paid at same rate as Outpatient Services. 80% of units will be at OP and 20% at Crisis Intervention(Resolution)
* Cost and Unit information is Based on Dates of Service in EYOS instead of Pay Order dates in FY06 [




Private Health Insurance Premium (PHIP) Benefit

Program Summary

Voluntary beneﬂt reimburses MaineCare members for thelr prlvate health .

insurance premiums when cost effective for the State.

Compare cost of the member's commercial premium (minus the

deductible) to the average per member per month MaineCare cost.
Receive approx. 30 inquiries per week (most from DHHS eligibility;
approx. 2 are eligible). ~ : ‘

'Reviewed on a quarterly to verify cost-effectiveness.

Program Numbers and Costs/Savmgs

PHIP cases; 108

| Total covered: 291

Total commercial ins. payments for services per EOBs $1 8 million

Total premlums paid: : S 300,000
Savings (total state and federal) $1.4 million

Staff: 1.5 FTEs. -

' Pfoposed Plan

Increase PHIP to 2,600 (slightly more than 1% of Members 9 times

more than current PHIP)'

= Savings

State $4.7 million
Federal 7.9 million
Total - $12.6 million

' 1% is reasonable goal given figures from other states that use Section 1906 method of PHIP:

lowa--3.2%; Pennsylvania--1.3%; and Rhode Island—3.5%.




Additidnal Staff required for adminiStering program. Look to maximize

efficiency of what State is buying from TPL contractor services, -
coordinated by State Staff.

Increase screening by revising MaineCare application to ask: Do you
have -access to health msurance’? (Currently reads: Do you have health

»lnsurance’?)

" Increase availability to ‘reVising health insurance 'regulations to make
MaineCare eligibility a “qualifying event” allowing individual to enroll in

commercial health care insurance.




MaineCare Private Health Insurance Premium Benefit Program (PHIPs) ,
Proposal: Increase participation in the PHIPs program to 2,500 cases in year'two by contract with a

. private vendor

From 1/23/06 PHIPs Report (LD 229)
Total MaineCare 2005 Cases
Total Payments for Health Care
Services '
Total Premiums Paid
Total Savings (state and fed)
Total Savings per case

Increased Participation (cases)
Est. Total MaineCare Savings
Est. Contract Costs (10%)
Est. Net MaineCare Savings

Net GF

224
$1,516,281
1$347,224
$1,169,057
$5,219
2007-08
1,026
$5,354,699
($535,470)
$4,819,229

$1,769,000

4/30/2007

2008-09

2,276
$11,878,454

($1,187,845)
$10,690,609

'$3,922,000 .




2007 Tobacco Settlement Proceeds Report

To:  Members, Joint Standing Committee on Appropriations and Financial Affairs
Members, Joint Standing Committee on Health and Human Services

cc: Governor John Baldacci, Senate President Beth Edmonds, Senate Majority Leader
Elizabeth Mitchell, Assistant Senate Majority Leader John Martin, Senate
Minority Leader Carol Weston, Assistant Senate Minority Leader Richard Rosen,
House Speaker Glenn Cummings, House Majority Leader Hannah Pingree,
Assistant House Majority Leader Sean Faircloth, House Minority Leader Joshua
Tardy, House Assistant Minority Leader Robert Crosthwaite, Attorney General G.

~ Steven Rowe, Grant Penoyer and Dr. Dora Mills.

Fr: State Treasurer, David G. Lemoine

On: March 5, 2007

Re: 2007 Tobacco Settlement Proceeds

Background - In 1998, Maine and the other states became creditors of the
Participating Cigarette Manufacturers (PMs) pursuant to a Master Settlement Agreement
between the states and most cigarette manufacturers. NOTE: Original Participating
Manufacturers (OPMs) held 94% of the market share when the Settlement was reached.
Subsequent Participating Manufacturers (SPMs) also joined the Master Settlement
Agreement, adding a further 4.5% of the market, and raising the market share included
under the Master Settlement Agreement to 98.5%.

Variables - Maine’s payment stream hinges on four (4) key issues:

1. ENFORCEABILITY: The continuing enforceability of the manufacturers’
Master Settlement Agreement payment obligations.

2. FINANCIAL CAPACITY: The continuing financial capacity of the
manufacturers to make timely Master Settlement Agreement payments.

3. LEGAL ACTIONS: Any legal action which delays or alters Master
Settlement Agreement Payment obligations.

4. NATIONWIDE SALES: The total cigarette sales within the United States
by Participating Manufacturers, notwithstanding any change in Maine
cigarette sales, since this number is the primary determinant of the
payment amount.

Cumulative Payments Received - The State of Maine, as of December 22, 2006,
has received $366,531,435.35 million from the Tobacco Settlement.

Investment of Settlement Payments - Each payment is deposited into the Fund for
a Healthy Maine (the “Fund”) where it is invested in the Treasurer’s Cash Pool. All
earnings on these funds are deposited back into the Fund. Earnings on these funds are
forecast at $90,000 for Fiscal Year 2008 and Fiscal Year 2009.

Projections — The most recent Global Insights projections for Maine’s likely
payment stream are attached. These projections DO NOT take into account legal actions.




Allocation to State of Maine

Global Insight Base Case Forecast as of August 2006

OPM Market Share ] 84.4%

SPM Market Share ‘ 9.4%

NPM Market Share 6.2%

State Annual Allocation: 0.7693505%

State SC Allocation: 1.3281978%

National : Maine ,
Annual Strategic Contribution Annual Strategic Contribution Total
Payment Year Payments Payments " | Payment to State Payment to State Payment to State

2007 - 6,508,956,835 - 50,076,692 - 50,076,692
2008 6,720,874,767 802,375,519 51,707,084 10,657,134 62,364,218
2009 6,807,785,106 812,751,360 52,375,729 10,794,946 . . 63,170,674
2010 6,887,077,123 822,217,683 52,985,762 10,920,677 63,906,439
2011 6,970,628,618 832,192,527 53,628,566 11,053,163 64,681,729
2012 7,052,794,909 842,001,997 - 54,260,713 11,183,452 65,444,165
2013 7,133,823,535 : 851,675,646 54,884,107 11,311,937 66,196,044
2014 7,212,305,859 861,045,304 55,487,911 11,436,385 66,924,296
2015 7,288,858,217 870,184,551 56,076,867 11,557,772 67,634,639
2016 7,379,488,897 '881,004,547 56,774,135 11,701,483 68,475,618
2017 7,470,388,056 891,856,596 57,473,468 11,845,620 69,319,088
2018 8,459,192,609 ) - 65,080,841 - 65,080,841
2019 8,557,459,042 - 65,836,854 - 65,836,854
2020 8,652,590,714 - 66,568,750 - 66,568,750
2021 8,757,992,562 - 67,379,660 - 67,379,660
2022 8,862,532,709 - 68,183,940 - 68,183,940
2023 8,971,658,723 ) - 69,023,501 - 69,023,501
2024 9,080,632,322 - 69,861,890 - 69,861,890
2025 9,199,901,183 - 70,779,486 - 70,779,486
2026 9,320,523,161 - - 71,707,492 - 71,707,492
2027 ) 9,443,937,839 ) - 72,656,983 - 72,656,983
2028 9,569,601,033 - 73,623,773 - 73,623,773
2029 9,698,373,337 - 74,614,484 - 74,614,484
2030 9,828,926,292 - 75,618,894 - 75,618,894
2031 9,961,330,851 - 76,637,549 - - 76,637,549
2032 10,091,216,867 - 77,636,827 - 77,636,827
2033 10,225,759,351 - 78,671,931 - 78,671,931
2034 10,361,865,158 - 79,719,061 - 79,719,061
2035 10,498,259,157 - 80,768,409 - 80,768,409
2036 10,617,133,778 - 81,682,972 - 81,682,972
2037 10,752,903,973 - 82,727,520 - 82,727,520
2038 10,892,573,901 - 83,802,072 - 83,802,072
2039 11,037,408,842 - 84,916,360 - 84,916,360
2040 11,173,450,212 - 85,962,995 - 85,962,995
2041 11,313,521,622 - 87,040,635 - 87,040,635
2042 11,458,459,677 - 88155716.82 - 88,155,717
2043 11,598,554,836 - 89233539.62 - 89,233,540
2044 11,741,353,385 - 90332160.98 - 90,332,161
2045 11,887,029,751 - 91452922.82 - 91,452,923
2046 12,034,547,777 - 92587853.49 - 92,587,853

Totals 371,481,672,586 8,467,305,729 2,857,996,105 112,462,569 2,970,458,674
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‘Medicaid/SCHIP! and related
Public Health Insurance Programs
Eligibility Limits Expressed as a Percentage of
the Federal Poverty Level: New England States
Pregnant | Infants | Children | Parents Aged, Other Adult
Women Blind and (Non-
' Disabled Categoricals)
Maine 200% 200% 200% 200% 100% 100%
Connecticut 185% | 300% | 300% 150% 69% State General

Assistance Medical
Program (SAGA).
Similar coverage and

eligibility as
. -aged/disabled
. Medicaid group
Massachusetts® | 200%; | 200%; | 150%,; | 133%; 100% 100%
o 300% 300% 300% 300% 300%
New Hampshire | 185% 300% | 300% 76% 76% Individuals referred

to their city or town
for direct relief

Rhode Island 250% 250% | 250% 185% 100% ' --

Vermont® 200%; | 300% | 300% 185%:; 74% 150%:;
300% ~ 300% 300%

' SCHIP means the State Children’s Health Insurance Program which is a federal program operatmg in partnership with
Med:cald to provide coverage for children.

? Massachusetts recently implemented a new comprehensive health care reform program referred to as Commonwealth
Care. This new program builds on current Medicaid coverage and fills in the remaining gaps for MA. residents who are
uninsured up to 300% of the federal poverty level through a subsidized managed care health plan. The first number in
the chart above reflects the Medicaid eligibility limits and the second the eligibility limit for the new Commonwealth
Care Program for individuals eligible for that program, which itself is built upon a Medicaid 1115 waiver.

3 Vermont recently implemented a comprehensive new health care reform program referred to as Catamount Health
that builds on current Medicaid coverage and fills in some of the remaining gaps for uninsured adults up to 300% of the
federal poverty level through a subsidized private coverage program. The first number in the chart above reflects the
Medicaid eligibility limits and the second the eligibility limit for the new Catamount Health Program for individuals
eligible for that program, which in itself is built upon a Medicaid 1115 waiver.

‘ Prepared 1/23/07




—

>ercentage Point Change

Among Nonelderly (ages O — 64)
by Health Coverage Type
2000 - 20041

12.00%

8.00%

4.00%

0.00%

-4.00%

-8.00%

-12.00%

This chart shows that between 2000 and 2004 the number of people receiving health
coverage through their employers dropped by 6.9 percentage points. MaineCare filled
the gap left by this drop in coverage. The increased coverage provided through
MaineCare meant that the state experienced an actual decrease in our overall uninsured
rate, even at a time when employer based coverage dropped significantly.

1 Kaiser Family Foundation. Percentage Point Change Among Nonelderly 0-64 by Coverage Type, 2000
- 2004. www.statehealthfacts.org.




:jj‘MedlcmdMaﬁers .
ai' ihe;Be‘glnnmg and at the End of Lif

! Kaiser State Health Facts: Births Financed by Medicaid as a Percentage of Total Births,
2002 (most recent state-by-state data available).
% An Opportunity to Respect our Elders,” Maine Health Care Association, Augusta, Maine.
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The MaineCare Non-categorical Program

Who receives services through MaineCare non-categorical
program?

“Non-categorical” MaineCare members are adults, aged 21 - 64, who do not have
minor children at home, who are not disabled and whose income is below the federal
poverty level ($10,210 per year for a single person). Individuals enrolled range in age
with approximately one-third of recipients under age 30 and one quarter are over the
age of 50. 45% of non-categorical recipients are women. This program serves a wide
range of individuals including many who use it temporarily until to recover their health
and return to work. Please see the collection of interviews with current and former
program enrollees attached. '

Enrollment by County as of Jan. 4, 2007

ll Androscoggin
il Aroostook

il Cumberland
| Franklin

#l Hancock

|| Kennebec

| Knox

fl Lincoln

il Oxford

| Penobscot
Il Piscataquis
|l Sagadahoc
| Somerset

gl Waldo

il Washington




What is the MaineCare non-categorical waiver?

In the fall of 2002, Maine was granted a section 1115 waiver from the federal Centers
for Medicare and Medicaid Services to open eligibility for MaineCare to this population.
Because childless adults do not fit intfo an existing Medicaid category (such as
“disabled", “parent with child,” “child" or *aged"), a federal waiver is required in order
for states to cover them through the Medicaid program with the benefit of federal
matching funds. All expenditures under a section 1115 waiver must be “budget
neutral” to the federal government. A cap on federal spending is established by the
waiver.

Maine's total spending cap (state and federal dollars) for this waiver was set at
$105,348,286 in FFY '06 and $104,732,214 in FFY'07. Current projections indicate that
Maine has spent approximately $38,080,575 less than the federally authorized cap over
the last five years, and will spend $21M less than authorized under the cap for FFY '07

What have been the outcomes of the implementation of the non-
categorical program? -

® Uninsured rates for childless adults living below poverty have declined. Prior to this
waiver, there was no comprehensive public health insurance program available to
this population. The uninsured rate among this group was more than three fimes
higher than that of their non-poor counterparts. The non-categorical waiver has
helped to reduce the uninsured rate for this group by nearly 8 percentage points—in
effect by over 20%. ’

Years Uninsured rate for childless
: adults below poverty
2001-2002 38%
2002-2003 34.2%
2003-2004 31.3%
2004-2005 27.5%
2005-2006 30.3%*

* This increase in the uninsured rate was likely caused by
the freeze in enroliment in the non-categorical program
during this period. Enrollment dropped from 24,925 in
February 2005 to 10,872 in July 2006.

@ Maine had the lowest uninsured rate for poor adults in the nation from 2004-2005
according to the Kaiser Family Foundation.1

® Access to care has reduced cost and improved health. The per member per month
(PMPM) cost during the first year of the waiver was $525 reflecting the higher cost of
beginning to serve a population that had been without access to medical care on
a regular basis. By FFY '05—three years into the waiver, the PMPM cost had declined

" Kaiser Family Foundation, “Health Insurance Cdverage of Adults 19-64 Living in Poverty (under 100%
FPL), states (2004-2005)", www.statehealthfacts.org (most recent period for which comparative data is
available).




to $417 providing evidence that health care costs can be lowered when individuals
have reliable access to medical care. Approximately 25% of non-categorical
enrollees have chronic lung disease or diabetes. It costs more than $50,000 annually
to freat a patient suffering from diabetes-related complications. Access to regular
care can help reduce these higher costs as we have seen in this waiver group.

Three-quarters of this group report that they now have a “medical home"—one
place where they can go to get on-going regular care; that they have had a
relatively recent physical exam and that their shots are up to date.

The PMPM cost for this group continues to decline, but now reflects both the effect
of access to care and reductions in the benefit package that began in December

2005.

® The rate of charity care at hospitals has declined since the non-categorical
MaineCare Program was implemented in 2002. As the chart below shows, rates of
charity care at hospitals declined in 2003 and 2004. The overall rate increased in
2005, but remained below 2000 - 2002 levels. There are two explanations for this
increase: 1) the freeze in enroliment in the non-categorical program began in
March 2005 and by the end of that year, enroliment in the program had dropped
by more than 11,000 enrollees; and 2) many hospitals across the state raised their
eligibility levels between 2004 and 2005 (see appendix 1).

Charity Care as a Percentage of Hospital Gross Revenues®

1.60%

1.40%

1.20%

1.00%

0.80%

0.60%

0.40%

0.20%

0.00% -

2000 2001 2002 2003 2004 2005

@ [n FFY 04, MaineCare paid hospitals $51,588,885 (federal and state dollars) for
inpatient and outpatient services for members of the non-categorical program.
These expenditures for inpatient and outpatient services at hospitals represented
45% of the overall expenditures for this program.3

2 Analysis of Hospital Audited Financial Statements. This data was filed by hospitals with the Maine Health Data
Organization. Dr. Nancy Kane created a methodology for presenting this data, which was adopted by the MHDO. In
this chart 2000 to 2003 is the work of Dr. Nancy Kane. The 2004 and 2005 data was submitted by the hospitals using
Dr. Kane's methodology. The Institutions for Mental Disease were removed from the overall calculation because
Medicaid does not pay for inpatient services at these institution.

® Data included in draft report prepared by the Muskie School of Public Service, University of Southern Maine, 2/07.



@® Payments for prescription drugs made through municipal general assistance programs
(local welfare programs) dropped by 90% within three years of implementation of
the non-categorical waiver program. This represents a savings of nearly a 4 million
dollars for towns and cities throughout Maine. When enrollment in the non-
categorical program was frozen in 2005-6, general assistance costs for prescription
drugs quadrupled over the pre-freeze levels.

What has the State done to manage cost under the non-categorical
MaineCare Program?

@ March, 2005—Enroliment Frozen. Early enroliment in this program occurred more
rapidly than originally anticipated. This was atfributed to pent-up demand for
health coverage and high medical needs among this previously uninsured group.
Additionally, implementation of this program occurred during an economic
downturn when demand for public services typically increases and during an
ongoing period of turmoil in the private insurance market marked by rising premium
costs, reductions in employer-based coverage and contraction in the private
insurance market. By early 2005, enroliment in the waiver grew to over 24,000. In
March 2005, the Department froze enrollment and established a waiting list for
program services.

® December 2005—Reduction in Benefits. In accordance with legislative direction,
the Department made a significant cut in services for non-categorical members
beginning in December 2005. The following services were eliminated: ambulance
services, community support services, day treatment services, developmental and
behavioral clinic services, home health services, hospice services, laboratory
services, medical imaging services, medical supplies and durable medical
equipment, occupational therapy, physical therapy, podiatric services,
rehabilitative services, speech and hearing services, targeted case management
services, and vision services. Mental health services were limited to 16 visits per year
(in subsequent legislation this limit was extended to 24 visits with prior authorization).

@ July 2006—Enrollment re-opened as a result of legislative action. As a result of the
freeze, enroliment had dropped from nearly 25,000 to just below 10,000. People left
the program for a variety of reasons. For some, their earnings increased above the
federal poverty level, while ‘others did not recertify at their annual review for the
program. Meanwhile, the number of eligible applicants on the waiting list grew to
over 8,000 people by April 2006. In the spring of 2006 with enrollment at such a low
level, the Department reported that spending on the program was far below the
cap. In the supplemental budget, the legislature directed DHHS to open enroliment
on July Tst, 2006 but to keep spending under the expenditure cap.

@ December 2006—Freeze in enrollment to ensure that costs stay below the cap. On
December 15, DHHS determined that enrollment would soon reach the cap. Before

4 Data provided by the Office of Integrated Access and Services, Maine Department of Human Services, 2/07.




.

) this happened, it froze program enrollment at just over 20,000 and started a waiting
list for eligible applicants again. As of mid-February, the waiting list had 2,887
people onif.
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Should MaineCare Members
Pay More for their Care?

What is “cost-sharing”?

Cost sharing in the Medicaid program means shifting a share of the cost of
health care services from the state and federal government to Medicaid
recipients. Cost sharing takes several different forms including co-payments for
services and monthly premiums for coverage. For example, in Maine if a low-
income beneficiary pays a $20 premium, the State would net $7.36 but would
also send $12.64 back to the federal government.!

Middle-income families pay co-payments and premiums—why can’t
MaineCare recipients pay something for their care?

In most cases MaineCare families do pay something for their care. In fact, the
attached charts show that co-payments are applied to many more health care
services in Maine than in the rest of New England. Moreover, families eligible for
the former “Cub Care” program pay monthly premiums, which are among the
highest in New England. In addition, low-income families actually pay a higher
percentage of their income than those with higher incomes for over-the-counter
medications, and other services, like dental care, eyeglasses and certain
therapies that MaineCare simply doesn’t cover for adults. For example, while a
$150 pair of glasses represents 20% of the weekly wage of a family earning
$40,000 a year, it represents nearly double that, or 40%, for a family earning

$20,000.

Medicaid beneficiaries include low-income children and their parents, seniors
and people with disabilities. By definition, they have little, if any, disposable
income and must use what they do have for other basic needs like food and
housing. An elderly or disabled SS| recipient receives a monthly check of $623
plus a $10 State supplement for a total of $433. The maximum TANF benefit for a

* Medicaid is a federal-state matching program. In State fiscal year '07 the State’s share is .3682 and the federal share
is .6318.




family of 3 is $485 per month. Typical rents in many parts of the State often
exceed $600 a month before considering the cost of heat and electricity.

Low-income working families with costs for transportation and other work-related
expenses find it difficult to make ends meet even with relatively higher annual
incomes of $23-30,000. For example, a single parent with two children living in
Franklin County earning $23,180 per year (or $1932 per month—or 135% of the
poverty level) can barely pay for the family’s most basic needs. According to
analysis by the Maine Center for Economic Policy?, this family would spend at
least $1600 per month on a combination of the most basic needs -- food, rent,
telephone, transportation to and from work, and clothing and household
goods.3 While this family would be eligible for a child care subsidy, they would
have to pay $173 per month as their share of the cost. In addition, this family
would have around $100 removed from their pay stub for federal and state
taxes. This leaves the family $59 available on a monthly basis for other necessities
such as school supplies, car repairs, or any other unexpected expenses.

What does the research show about cost sharing?

A large body of research shows that increasing cost sharing tends to: (1) reduce
access to health care; and (2) create the need for more expensive forms of
care such as emergency room care or hospitalization. These problems are
particularly acute for the elderly and people with chronic medical conditions
who use the most health care services—a person with five prescription drugs
‘monthly will pay five fimes more than a person with one prescription.

There is now a substantial body of research that demonstrates the extreme
caution that must be used in adopting such policies fo avoid harm fo
beneficiaries and addifional public expense.

Co-payments have lead to reduction in use of essential drugs with resulting
adverse health conditions: '

@ When prescription drug co-payments were imposed on older adults
receiving welfare these individuals filled fewer prescriptions for essential
medications. This reduction in the use of essential drugs led to a 78%
increase in adverse events including death, hospitalization, and nursing
home admissions.4

2 This analy51s is based on 2004 data with expenses increased at the Consumer Price Index or inflation. ThlS is a very
conservative increase, especially given the increased cost in housing prices.

3 Costs in Cumberland and York County would be significantly higher.

4 Tamblyn, Robyn, et al., “Adverse Events Associated with Prescription Drug Cost-Sharing among Poor and Elderly
Persons,” Journal of the American Medical Association, 285(4):421-429, Jan. 2001.



® A study looking.at the differential impact of plans with and without cost-
sharing on low income individuals in poor health showed clear difference
in health outcomes. Low-income individuals with high blood pressure saw
large declines in their blood pressure on the free care plan relative to the
cost-sharing plans. However those in cost -sharing plans saw a 14%rise in
their predicted odds of death from higher blood pressure as compared to
a 6% rise in odds for higher income individuals.5

@ The imposition of $2 and $3 co-payments on Medicaid beneficiaries under
the poverty level resulted in significant reduction in access and utilization.
Even though many would think of these as small co-payments, 40% of
those affected reported that they put stress on family budgets causing
them to spend less on food or housing or take less than the prescribed
amount of their medications.é

® Higher co-payments for substance abuse tfreatment make treatment
reoccurrence more likely. While co-payments produce and an initial
reduction in freatment cost, they lead to higher rates of relapse with
increased costs in the long term.”

Premiums have lead to a loss of coverage for many low-income families.

® A multi-state study of health examining the impact of differing levels of
premiums on low income working families found higher premiums
associated with lower participation. Premiums set at 1% of a family's
income lead to a 15% drop in enrollment, while premiums set at 3%
reduced enrollment by as much as half.8

® |n 2003 under a Medicaid waiver, Oregon implemented premiums for
poor adults, including those living under the poverty level, to $6-$20,
based on income. Following these changes, enroliment dropped by
nearly half, or roughly 50,000 people. There were enroliment losses among
all those subject to the increased premiums, but losses were steepest
among those with the lowest incomes.?

§ Gruber, Jonathan, “The Role of Consumer Co-payments for Health Care: Lessons from the RAND Health Insurance
Experiment and Beyond,” Prepared for the Kaiser Family Foundation, October 2006.

6 Ku, Leighton et al, “The Effects of Co-payments in the Use of Medical Services and Prescription Drugs in Utah’s
Medicaid Program,” Center on Budget and Policy Priorities, November, 2004.

7 LoSasso, Anthony, et al., “The Effects of Co-payments on Substance Abuse Treatment Expenditures and Treatment
Reoccurence,” Psychiatric Services, 55(12): 1605-11, December 2002.

8 Ku, Leighton, et al, “Sliding Scale Premium Health Insurance Programs: Four States’ Experiences,” Inquiry 36:471-

480 (Winter 1999-2000).
9 Artiga, Samantha and Molly O’'Malley. “Increasing Premiums and Cost Sharing in Medicaid and SCHIP: Recent

State Experiences”, Kaiser Commission on Medicaid and the Uninsured, May 2005




® FEven those with relatively higher incomes lose coverage when premiums
are unaffordable. When Rhode Island began charging families with
incomes above 150% of poverty premiums ranging from $43-$58 a month
nearly one in five families lost their coverage. When Maryland
implemented monthly premiums of $37 for families between 185%-200% of
poverty in their SCHIP Program 28% of enrolled children lost their coverage
causing the Maryland legislature to eliminate these premiums.10 Similarly
when Virginia premiums imposed for children in families above 150% of
the poverty level more than 3,000 children faced the loss coverage.
Virginia first established a moratorium then subsequently canceled these
premiums because, as expressed by Governor Warner, “Our premiums
were actually costing more to administer than the dollars we were _
receiving, so...[eliminating the premiums] was both the morally right and
the fiscally right thing to do.”!

10 jbid
u Ky, Leighton et al, “The Effect of Increased Cost-Sharing in Medicaid: A Summary of Research Findings,” Center
on Budget and Policy Priorities; July 7, 2005.
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State Children’s Health Insurance Program

Annual Premium Payments
for Two Children in a Family of Three
Selected Income Levels—

New England States July 20061

In Maine, and most other New England states, families at certain income levels
pay a monthly premium for public health care coverage. The table below shows
the annual amount paid by families in all of the New England states for this health
care coverage. :

Effective Annual Effective Annual

Premium at 151% of the | Premium at 200% of the
Federal Poverty Level- Federal Poverty | evel-
$25,927 $34,344

Maine $192 $786

| Connecticut $0 $0

Massachusetts $288 $288

New Hampshire 50 $600

Rhode Island”® $732 $924

Vermont $0 $360

1Source: Based on a national survey conducted by the Center on Budget and Policy Priorities for the Kaiser
Commission on Medicaid and the Uninsured. 2006
2 The premium payments for Rhode Island may include coverage for certain parents in these households.
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Payment Requirements
for Selected Medicaid Sexvices for Adults:
New England States—October 2004’

Within prescribed limits established by federal law states have the flexibility to establish cost-sharing for
certain Medicaid services. This chart shows co-payments required by New England States for typical

Medicaid services.

-1 $3/day up to $0 $3/admission 50 $0 $0
_,Inpatlent Hospltal . | S3010mth _
: , 1 $.50-%3/day, $0 $3/non- $0 $3/non- Group B -
‘Outpatlent HOSpltal -1 depending on ' emergency emergency $25/medically
payment, up to visit in ER visit in ER necessary
- $30/mo. emergency visit
] in ER
$.50-§1/day, 50 $0 $0 $0 $0
o depending on
) payment up to
: $10/mo. for
each service )
|| $.50-52/day, 30 $0 50 50 $0
depending on
payment, up to
. $30/mo.
lthSICIaI‘I [ $0 $0 $0 $0 $0 50
- $2.50 perdrug | $0 $1/generic Rx $1/generic Rx, | $0 Group A - §1-
Prescrl th up to $25/mo. or OTC $2/brand or $3 depending
-{ no co-pay for product, compound Rx on drug cost
{| mail order Rx $3/brand Rx
4 80 50 $0 $0 50 $0
| $.50-33/day, $0 $0 $0 50 50
‘| depending on ’
payment, up to
1 $30/mo.
| .50-53/day, 50 30 $0 $0 $0
depending on
payment, up to
$30/mo
$.50-$2/day, 50 $0 $0 $0 50
depending on
payment, up to
Gl $30/mo.
Home Health Services | 52089y 1o [ %0 50 5 0 50
T e T T e AT mo.

! Source: Data produced by the Kaiser Commission on Medicaid and the Uninsured. This is the most
current data source that provides a comprehensive look at co-payments in all states.

http://www.kff.org/medicaid/benefits/index.jsp? CFID=9660749&CFTOKEN=49747174

2 Notes: Vermont has an approved Section 1115 waiver from CMS under which it created the "Vermont Health Access Plan" (VHAP). Under
the provisions of this waiver, the State has extended coverage to children in families with incomes below 300 percent of the federal poverty
level and to parents and caretaker relatives with incomes below 185 percent of the federal poverty level. These beneficiaries receive care
through a primary care case management program. Coverage under this waiver is identified on the tables as "B" and the State's traditional
Medicaid coverages are identified as "A." Provisions of the waiver were amended in 2004 to eliminate most copayment requirements and
require instead payment of an income-based monthly premium ranging from zero to $70/household.
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Testimony of Christine Hastedt on behalf of the Maine Association of Interdependent
Neighborhoods in Opposition to the Expenditure Cap Limitation for the MaineCare '
“Childless Adult” Waiver Group Proposed in LD 499

Senator Rotundo, Representative Fisher, members of the Joint Standing Committee on
Appropriations and Financial Affairs; Senator Brannigan, Representative Perry and
members of the Health and Human Services Committee, my name is Christine Hastedt. I
work for Maine Equal Justice and am speaking today on behalf of the low-income
coalition, the Maine Association of Interdependent Neighborhoods, in opposition to the
reduction of the expenditure cap for the “childless adult” waiver group proposed in LD
499,

By reducing the expenditure cap for this group from the federally approved level of $104
M, to $90 M, this budget would leave more than 3,000 Maine people uninsured with all of
the resulting negative consequences to them, to our health care system, and to our
economy. Nearly 1/3™ of those who won’t be covered will be under 30; another third will
~ be older—in their mid-forties, fifties and early sixties; roughly half will be women, the rest
men. But all of them will be very poor—their incomes will be below the federal poverty
level or $10,210 for a single individual. They have little or no disposable income to
purchase health care or health insurance assuming it was even available to them. And
largely it is not. A recent study by the Kaiser Family Foundation found that Jess than 10%

of low-income working adults have access to any insurance options in the absence of

public coverage.

One of the greatest sources of insecurity in our country today is the fear of becoming
uninsured. And there is good reason for that fear. Mortality rates increase by 10-15% for
the uninsured. The chance of surviving cancer is far less when that disease is diagnosed
late in its progressioh. And we know that the uninsured have higher cancer mortality rates

precisely because they are much more likely diagnosed with late stage cancer—they are




70% more likely to be diagnosed with late-stage colon cancer than those who are insured;
50% more likely to be diagnosed later with prostate cancer; and 160% more likely to be

diagnosed with late stage Melanoma. A similar pattern exists for cardiovascular disease.

Lack of access to health insurance has economic consequences as well. Better health
improves annual eé.mings by as much as 10-30%. And, as we all know, when people
without health insurance are hospitalized, the cost of their care is shifted to all other payers
in the health care system contributing to the crisis of rising health insurance costs that we

all face.

These are the reasons that increasingly as we turn on the radio or pick up a newspaper we
hear that one or another State is coming up with a plan to provide health insurance
coverage for all of their citizens. Maine has been a leader in this effort. Despite rising
national rates of uninsurance, Maine has increased the number of its citizens with health
care coverage over the last five years and now has the lowest percentage of low-income
non-elderly citizens without health insurance in the nation. This is the goal of many other
states. Yet, as there is a growing national consensus that we must cover the uninsured, this
budget takes an unfortunate step backwards, giving up the chance to cover more than 3,000

uninsured Maine people with the federal government paying two-thirds of the cost.

This federal waiver has achieved some remarkable results in Maine. It has had a direct and
dramatic effect in offsetting the amount of hospital charity care in Maine hospitals. The
most recent data available shows annualized expenditures for hospital services of $51.5M.

representing nearly 45% of total program costs.

The cost of prescription drugs in the Municipal General Assistance Program dropped by
90%--nearly a quarter of a million dollars—during the first three years of the program.
When program enrollment was frozen in 2005-6, general assistance prescription costs

quadrupled over their pre-freeze levels.

'Finalily,'there is evidence that it has ‘improved the health of thousands of Maine people.

More than three-quarters of those enrolled now have a medical home with a primary care



provider. The monthly cost of care for these individuals decreased from $525 when the
program began in 2002, to $417 just three years later—a drop over more than 20%--

showing that costs can be lowered with access to regular care.

The program has helped a 52 year old woman from central Maine overcome a debilitating
case of Hepatitis C and return to her job caring for others where she anticipates having |
~access to private insurance soon. Another young woman lost her job and had to give up
plans for college when she became ill and experienced numerous hospitalizations. Through
coverage under this program she was diagnosed with a particularly complicated form of
diabetes which took many months to stabilize. But she won this battle and is now back at

work, and back on track to go to college.

Since this program began it has received considerable attention largely in the form of
concerns about cost. But the people served by this waiver, and the cost of serving them are
not new to the State budget or the health care system or the economy. This program has
simply made this group of individuals more visible and brought the costs of their lack of |

health insurance into sharper focus.

Among the 20,000 people who now have health insuran